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July 5. 1991 
In terms of the conventional wisdom last week. New York become a suburb of Tokyo_ 

Monday's 52-point rally in the Dow was widely explained by a Japanese upside explosion in 
response to a lower bank rate there. Wednesday's and Thursday's loss of a major portion of 
the ground gained was likewise attributed to a plunge in the Nikkei. 

The market technician. perhaps naively. could hardly have been surprised by the rally off 
a close just above 2900 last week or by the decline from the 2972 level at mid-week. It. 
indeed. would have been expected behavior well before Commodore Perry's arrival in the Orient. 
It was essentially a compressed repetition of what has been going on since this Spring. As we 
noted last week. the Dow closed on March 6 at 2973.27. It then dropped to 2855. rallied to 
3004 in mid-April. declined to 2876 at the end of April. reached 2971 at the beginning of May. 
and fell to 2865 in mid-May. It moved briefly above 3000 in early June. only to retreat to 
the 2906 level at last week's end. We apologize for belaboring this point. but it is. in our 
view 7 crucial. The fluctuations mentioned above have produced the pattern shown on the 
20-point-unit point-and-figure chart of the Dow below. 
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Our readers are by now aware of the basic tenet of point-and-figure charting that the 
width of a market congestion area is roughly proportional to the ultimate move following a 
breakout from that area. If the area at 3020-2860 trading range is to be considered a top. 
possible counts can be taken at either A-B or C-D and various objectives between 2520 and 
2320 are readable. These targets correspond to the strong support in the 2600-2400 area in 
which the Dow traded between September and January. 

LI l1li The 50-point unit chart at the left reveals 

also gives some idea of the reasons for concern 
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a pattern which confirms the aforesaid count. It 

1.'"17"":::<"'JI=II:I+II+ were the support from last fall to be penetrated. 
~ The .putative top formation would indeed be 
~ maSSive. 
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We do not, at this time. foresee such an 
eventuality. Indeed we think it an even-money 
proposition that the current trading range will 
hold with an ultimate breakout on the upside. If 

the 2600-2400 support level appears likely. It 
needs to be stressed. though. that the three

month range is fast becoming the major factor in determining what the market IS likely to do for 
the rest of 1991. 

Dow Jones Industrials 2942.98 
S & P 500 374.95 
Cumulative Index 6045.58 
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