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"] often say that when you can measure what you are
speaking about, and express it in numbers, you kfmv.v
something about it; but when you cannot express 1t. in
numbers, your knowledge is of a meagre and unsatis-
factory kind; it may be the beginning of knowledge, but
you have scarcely in your thoughts advanced to the stage
of Science, whatever the matter may be."

Sir William Thomson, Lord Kelvin
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FOREWORD:

Wall Street has always been awash in available
information. Much of that information can be useful
at times, but very little of it is considered useful all
of the time. For more than twenty-five years I have
found the information available in "Behavior of
Prices on Wall Street" useful all of the time. The
dogeared condition of my personal copy bears mute
testimony to the use I give it in dealing with the
many questions about market action that come my
way every day. It demonstrates the tendency for the
stock market to rise at certain definite times, as
well as its predilection for exhibiting weakness at
other definite times. In underscoring the fact that

‘the market does not move randomly, it provides

information that has proven of use to investors and
speculators alike.

As the author points out, this is a picture book
where a chart can reveal countless statistics. I like
to think of it as a travelogue through market time,
where the journey has potential for substantially
enlarging one's knowledge about the history of the
stock market. Followers of Dow's Theory and
Elliott's Theory will find data pertinent to their
researches, while those who track the impact of
Federal Reserve Board actions on the stock market
will discover much to interest them. Much of this
data will help to sweep away erroneous and
misleading myths about market behavior that actually
have little or no basis in fact but which have become
accepted as fact over the years. There are no
suppositions made and where any bias is indicated, it
is the bias of the market itself for doing certain
things at certain times. In a world where there is
almost too much information at hand, this continues
to be a valuable source book.

Harry W. Laubscher

WWW.TRADING-SOFTWARE-COLLECTION.COM


Андрей
tr-software-collecti


1. AIM OF THIS BOOK:

There are inclinations or leanings in the behavior of the
market. At certain predictable times it has a bias in the
bullish direction; at other predictable times it has a
downward bias.

A knowledge of these inclinations is useful.in the timing
of purchase or sale of stock.

A stock market bias results in a probability, not a
certainty. For this reason, bias is not obvious. This book
reports inclinations revealed by the simple but laborious act
of consulting the record.

Most of the reports are simple counting; no
mathematical knowledge is required. A few statistical
significance tests are mentioned, but I've tried to translate
the jargon into English. 1 promise not to mention
heteroscedasticity.

This is essentially a picture book. Don't be misled by the
brevity of the text; the charts summarize many thousands of
observations.

The first edition of this book was published in 1966. It
has been out of print for several years, although the
Japanese translation is still available in Japan. When second
hand copies of the first edition began to sell for five times
the original list price, a new edition seemed to be a good
idea.

This second edition is not a reprint. Charts and data
have been brought up to date, and most of the text has been
rewritten. New material has been added.

The original conclusions, however, haven't been changed.
The new data supported and verified the original findings.

2.HOW SIGNIFICANT ARE THE CONCLUSIONS?

If, in the past, the records show that the market
behavior exhibited more rises than declines at a certain
time, could it have been by chance? Yes. If a medication
produced cures more often than average, could it have been
luck? Yes.

If so, how meaningful is the record?

Statisticians set up "confidence levels" to be helpful. If
the result could have occurred by chance once in twenty
repetitions of the record, you can have 95% confidence that
the result isn't just luck. This level has been called
"probably significant."

If the result could be expected by chance once in a
hundred repetitions, you can have 99% confidence; this level
has been called "significant."

If the expectation is once in a thousand repetitions, you
can have 99.9% confidence that the result wasn't just a
lucky record. This level has been called "highly significant.”

These three levels are sometimes indicated on the charts
in this book by the letters "PS", "S" or "HS".

For example, in Chapter 5, it's noted that the first day
of the month was a rising day in 60.5% of the months from
1897 through 1983. A statistical test shows that this ratio
could be expected only once in thousands of repetitions of
the test period.

Perhaps this could be clarified by a parallel. Suppose
that to test the accuracy of a roulette wheel, you spun it
1044 times, and 60.5% of the time the result was red and
39.5% black (assume a strange wheel with no 00!) You would
have to repeat this lengthy experiment thousands of times to
expect such a high ratio by chance; the wheel should be
sent back to the shop for repair.



THE FOUR YEAR PRESIDENTIAL CYCLE
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3. BEHAVIOR IN THE PRESIDENTIAL CYCLE

We have reviewed the behavior of the market
through 24 presidential terms. There was extreme
variation, and prices moved differently in each term.
The averages, though, showed some interesting
tendencies.

In Fig.3.1 the term is divided into sixteen three
month periods, and the average change noted in each

‘period.

Through the years, prices tended to rise more
than they declined. This trend had to be corrected to
make the cycle end at the level of its starting point.

Note the election year. Prices tended to droop in

the first six months, but zoomed up in the second
half,

After the election, prices averaged downward for
a year and a half, reaching bottom in the middle of
the second year after the election.
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% [THE FOUR YEAR PRESIDENTIAL CYCLE
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Example: In January, second yeor after election, prices rose in 19 yeors ond declined
in 6. yeors ; 19. is 76% of 25,

FIG.3.2
4. BEHAVIOR THROUGH THE YEAR
Fig 4.1 summarizes the monthly tendency of the market
In Fig.3.2 the score was tabulated for each month of the from 1886 through 1983.
term. The number of rises and declines were noted for each
month, and the chart shows the percent of the time that the The month with the best score is December. In this
market rose in each month. month the market rose in 66 of the 97 years, or 68.0% of
the time.
The bars are centered on the mean percentage of 56%.
It's above 50% since there were were more rising months Close behind December is the summer rally month of
than declining months. The dashed lines marked "SD" are August. January followed in third place. The most bearish
one standard deviation above and below the mean. months are June and September.

There are some interesting scores. Note that October
and November in the election year have good scores, but
December is close to average. Prices started to dive, on the
average, in the following February.
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5. BEHAVIOR THROUGH THE MONTH

. Fig.5.1 has been split in the middle. Because of the
important beginning-of-the-month behavior, the first of the
month has been placed in the middle of the chart.

. The qonclusion is clear; there is a definite bullish bias
in 'Fh.e first week of the month. The bias- is highly
significant in the first two days of the month.

The second and third weeks have poor records. The end
of the last week shows some improvement.

THE MARKET WEEK 1952-1983
eor Percent of days the D-J Industrials closed higher.
_Average=S2.1%3 _ ___ .. - - -
50.5% 552 % 53.2% 57.7% AAM
80 L 1
43.6%
401 M TV \Y TH F
FIG.6.1

6. BEHAVIOR THROUGH THE WEEK

Before 1952, the market was open on Saturdays. Since
. that time we have had a five day weel. with a performance
record summarized in Fig.6.1 .

Monday is truly a blue day. The market rose only 43.6%
of the time, which is a highly significant deviation from
average.

Friday, on the other hand is highly significant in the
bullish direction. This is contrary to the lore of the market,
since Friday is supposed to be a day when traders unload to
free their minds for the weekend.
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7. BEHAVIOR THROUGH THE DAY:

Do buyers tend to predominate in certain hours of the
trading day? Do sellers tend to predominate in other specific
hours? Does this give the market an upward bias in certain
hours, and downward bias in others?

In the first edition of this book, we reported hourly
behavior based on a study of every hour in four years. In
this second edition we have expanded the data base to every
hour in thirteen years. The findings support the original
study.

THE OPENING: The first bar in each row of six
compares the opening price with the closing price of the
previous day. The bar reflects orders placed overnight; these
orders, of course, are influenced by investors who watch the
market only through newspaper reports. After a rising day
the bias is highly significant in an upward direction; after a
declining day, the bias is highly significant downward.

THE FIRST HOUR: After a rising day, the bias is
definitely upward. This finding should be helpful. If you are
planning to buy, for other reasons, place your order at the

‘opening. If you are planning to sell, delay for an hour, and

the possibilities favor a better price.

After a declining day, the bias is downward only on
Monday. If Friday was weak, and you decide to buy, delay
your purchase until after the first hour. Note that the bias
continues through most of the day; perhaps you should delay
until 2 P.M.! If you plan to sell, sell at the opening.

THE SECOND HOUR: This hour, and the third hour
show a downward bias only on Monday. On the remaining
days, the bias isn't clear.

The remaining hours of the day don't demonstrate any
startling biases.

11



SEASONAL DIFFERENTIALS
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8. BEHAVIOR THROUGH THE SEASONS

Some market sayings are founded on the seasonal
tendency. Fig.8.1 reports on three of these seasonal
differentials.

The first is "Sell at Rosh Hashana; buy back at
Yom Kippur." This is in the midst of the September
bearishness.

This saying has been checked back through fifty
years. The result is at the left of the chart. The
market produced a profitable decline in 54% of the
cases, and rose in 46% of the years. This checks the
saying, but the difference from expectation isn't
statistically significant.

Another saying: "Buy on July Fourth and sell on
Labor Day and pay your expenses for the year." This
recommendation has been checked for every year
back to 1897. The score is good. The market rose in
this period, which is the summer rally season, 66.2%
of the time. This difference from the average is
significant.

We have tried our hand at creating a saying:
"Buy at Thanksgiving and sell at New Years and pay
your Christmas bills." The score is excellent; the
success rate is 72% for the period 1897 through 1983.
This is highly significant.

13



“HOLIDAY BEERAVIOR-
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9. BEHAVIOR NEAR HOLIDAYS

An erroneous market myth: Traders sell off
before a holiday, since they like to be free of
worries on the holiday. A clipping in my file :
"Market rallies despite holiday- advance runs
contrary to the usual pattern of selling before a long
weekend." Wrong!

Note Fig.9.1 . It reports on the score of the
trading day before and the trading day after each of
our current holidays. The record was consulted for
almost a hundred years.

Note that the day preceding a holiday is usually
a good day. Washington's birthday is an exception,
and Thanksgiving is marginal. Overall the market rose
68.1% of the time on the day before a holiday. This
is a highly significant score; it would be exceeded by
chance only in several thousand repetitions of the
history. Note especially the startling ratios on the
days preceding Memorial Day, Independence Day,
Labor Day, Christmas, and New Year's. Preceding
Labor Day the odds are four-to-one.

The trading day after the holidays has a rather
poor record. The day after Washington's Birthday is
especially bearish. There is one notable exception:
the trading day following Thanksgiving is bullish. This
may be a reflection of the tendency to rise on a
Friday.

WWW.TRADING-SOFTWARE-COLLECTION,.COM

15


Андрей
tr-software-collecti


BEHAVIOR PRECEDING ELECTION DAY
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Fig.9.2 charts the behavior in the days preceding
election day. The preceding week is typical, with a
bearish Monday and bullish Friday.

But the day before election is unusual; instead
of the usual blue Monday, it has an extremely bullish
record. This day was a rising day seventeen times
and a declining day only four times in the last 21
elections.

17



~MARKET ACTION AT TIMES OF BAD NEWS = ::
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BEHAVIOR AFTER A CHANGE
IN THE DISCOUNT RATE

96 GChanges. 1933-1983

Percent of the After an After a
time the market Increase: Decrease:
closed higher:

One week after
the change:
41.5% 62.8%

Five weeks after:
43.4% 72.1%

|3 weeks affer:

43.4% 81.0%
26 weeks after:

49.1% 78.6%
52 weeks ofter:

47.2% 85.7%

Example: The market (DJ Industrials) closed higher 72.1% of the
AAM

time five weeks otter o discount rate decre0se.

2.std.arrors: Probably signiticant. 3.std. errors: Highly significant.

20

Difference
in stondard
errors:

2.1

2.8

3.7

360

37

FIG.11.1

11. BEHAVIOR AFTER A MOVE BY THE FEDERAL
RESERVE:

The Federal Reserve was created to improve the credit
conditions in our country. It was given several powers to
assist it in this work, including the ability to tighten or ease
credit. The powers were given to the Federal Reserve to
encourage stability and health in our money markets.

Four of the actions by the Fed can be watched easily:

1.The discount rate, or the rate at which members can
rediscount paper at the Federal Reserve.

2.The margin requirements for stock purchases.

3.The amount of reserves the member banks must carry
with the Federal Reserve Banks.

4.The open market purchase and sale of government
securities. The result of this action can be monitored by
watching the balance of free reserves in the system, and the
tightness of credit as reflected by the Federal Funds rate.

BEHAVIOR AFTER A CHANGE IN THE DISCOUNT RATE:

The historical record for the last 20 years is in
Figs.11.3.11.4, and 11.5.

In the fifty years 1933 through 1983 there were 96
discount rate changes. Note Fig.l1.1 . The left hand bars
report what happened to the Dow in the period following an
increase in the discount rate. As expected, an increase,
which tightens credit, was negative. The market closed
higher less than 50% of the time one week later, five weeks
later, and 13, 26, and 52 weeks later.

The right hand bars report what happened following a
decrease in the discount rate. The action, which eases
credit, was positive. The market closed higher much more
often after discount rate decreases. After six months, the
probability of higher stock prices is about four-to-one.

The significance of the difference between the
performance after an increase and the scores after a
decrease is measured by the right hand column of "standard
errors." A difference of two standard errors is considered
probably significant; three standard errors is highly
significant.

21



BEHAVIOR AFTER A CHANGE
IN RESERVE REQUIREMENTS

34. changes

Percent of the

time 1he wmarket

closed higher:

One week ofter
the change:

Five weeks after:

13. weeks after:

26. weeks after:

52. weeks ofter:

Exomple: The market (DJ Industrials) closed higher 72.7% of the

1936-1975

After an After a
Increase: Decreose

50.0% 63,6%

66.7% 72.7%

66.7% 86.4%
66.7% 100.0%
58.3% 95.5%

Dittergnce
in stondord
errors:

0.8

0.4

2.9

27

time five weeks oafter o decrease in reserve requirements
2 std.errors: Probably significant.

22

3.s1d.errors: Highly signiticant. AAM

FIG.11.2
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BEHAVIOR AFTER A CHANGE IN MARGIN
REQUIREMENTS:

This behavior was analyzed with a method similar to Fig.
11.1, but the results didn't prove significant.

BEHAVIOR AFTER A CHANGE IN RESERVE
REQUIREMENTS:

Fig.11.2 reports the average behavior after 34 reserve
requirement changes.

Note the right hand column. The standard errors didn't
show significant behavior until six months after the change.
For the longer term, the behavior after an increase is
significantly different from behavior after a decrease. The
market rose more often, as expected, after an ease in
reserve requirements.

BEHAVIOR AFTER A CHANGE IN FREE RESERVES:

To make this check, free reserves were tracked through
the five year period from 1979 through 1983. The figures
were smoothed by various moving averages. The most
successful combination found was the difference between
the five week and 52 week averages. (Equivalent exponential
averages were used.) When this difference exceeded 235
million (2/3 of a standard deviation), the difference was
rated "high"; when below minus 235 it was rated "low". The
success of these "high" or "low" figures in calling the
direction of the market in the five year test period was:

weeks  percent chi
later  accuracy squared

1 55.1 0.9

5 60.8 4.5 probably significant
13 68.2 13.5 highly significant
26 67.3 12.1 highly significant
52 81.6 39.8 highly significant
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FIG.11.5

12. BEHAVIOR NEAR SUPPORT OR RESISTANCE:

Analysts have found that previous turning points often
prove to be levels where buying appears to resist a
downswing, or selling appears to resist an upswing. Examples
can be found in double tops and bottoms, and also in
horizontal trend channels when prices meander between an
upper resistance level and a lower support level.

Support and resistance can vary within the space of a
single point. This tendency is summarized in Fig.12.1, which
requires some explanation.

All of the common stocks on the N.Y. Exchange were
examined in 1961, 1962 and again in 1983. The top of a bull
market occurred in 1961; the bottom of a bear market in
1962. The top of a major swing occurred in 1983. The
resultant findings in the later year supported the earlier
years. The chart combines all of the data.

In the upper part of the chart, the high points of the
years were noted. Only the fraction at the end of the price
was tabulated. For example, a stock with a high for the
year of 67 would be in the upper bar; one with a high of 6
7/8 would be in the next bar; one with a high of 26 3/4
would be in the third bar.

Note that the even number is a strong resistance level.
22.3% of the stocks topped out at the even price. The next
most popular resistance was at the 1/2, with 18.6%. The
quarter point follow; the eighths are least popular.

Stock seems to be offered for sale more often at the
even price; the half is almost as big a resistance level. If
you plan to sell at the top, then you should avoid offering

at the eighth, since the price will probably move up to the
next quarter.

The reverse, of course, is true on a stop-loss. These
should be placed on the eighth points, since prices will

~ . probably not stop at the eighth, but will move higher.
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BEHAVIOR NEAR SUPPORT OR RESISTANCE:

DISTRIBUTION OF
HIGH POINTS:

22.3%
6.9%
12.9%
9.0%
18.6%
73%
14.3%
8.7%

DISTRIBUTION OF

LOW POINTS:
6.3%

11.4%
7.5%
17.6%
6.6%
13.5%
102%
26.9%
AAM
FIG.12.1
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Consider the lower half of Fig.12.1 . The low
price of all common stocks on the NYSE was noted
and tabulated. The even price, again, is the most
important support. 26.9% of the stocks stopped their
decline at an even price. A lot of purchase orders
seem to be placed at this price. The next most
important support point is the half, where 17.6% of
the stocks stopped their decline.

For profit on purchase, then, one should not
place purchase points at the 1/8 level, since they
will probably continue down to the next even quarter
before reversing. For stop loss, the reverse is true.
This order should be on the eighths, since a price
will probably continue to the next quarter. The 7/8
point (just below major support) should be a good
place for a stop loss.
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13. BEHAVIOR RELATIVE TO DIVIDENDS:

Stock prices should be founded solidly on earnings and
prospective earnings. The dividend rate is founded on
earnings and prospective earnings. The syllogism closes;

stock prices should be founded, or related to, the dividend
rate,

Investors, however, have been willing, at some times in
the past, to sell Dow stocks valued at less than $10 per
dollar of dividends; they have at other times been willing to
spend more than $30 to receive one dollar of dividends.

Fig.13.1 illustrated this variation. The cost of one dollar
of dividends is obtained by dividing the DJ Industrials yield

into 100, or by dividing price by the dividends in the
preceding four quarters.

Note that the chart corrects for the value of the dollar.
Both price and dividends include the effects of inflation;
since the chart is a ratio of price to dividends, the inflation
effect cancels out. On a short term, the correction isn't
perfect, since prices reflect change in the value of the
dollar more rapidly than dividends.

The horizontal dashed lines have been placed to divide
the points in the chart into four approximately equal parts
(the quartiles). In the upper quarter, investors have been

willing to pay more than $28.80 to get one dollar of
dividends. This area is labeled "expensive."

The central dashed line is at $23.80 . This is the

average for the entire period covered by the chart. The

lower dashed line is at $18.30 . The area below this line is
labeled "Bargain."
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These bench marks can be translated into levels of the
DJ Industrials by multiplying by the dividends paid in the
preceding four quarters. For example, in July 1984 the
dividends paid in the four quarters preceding June 30
totaled $57.67 for the Dow Industrial stocks. Multiplying this
dividend rate by the chart bench mark levels gives the
following result:

Above 1660 :  Expensive

At 1372: Reasonably priced

Below 1055: Bargains

This is a useful chart. When we published in earlier
years, when prices were in the "expensive" area, we
commented "this chart gives us nightmares." In the first
edition of this book, in 1966, we noted that prices were in
the expensive area. In the September 13, 1974 issue of the
report "Technical Trends", I reported that "prices have
dropped into the 'Bargain' area for the first time in twenty
years."

A technical student will note wide gaps; these are the
result of changes in dividends.

(Statistical notes: The D-J Company has reported
dividends back through 1929. Since we use "preceding", we
could carry the ratios back through 1930. An earlier
tabulation of yields indicates a peak of P/D of $34.70 in
1929. It should be noted that the D-J reports of dividends
unfortunately include stock dividends. In the 1930-1938
period, annual figures of dividends only were available; we
estimated the quarterly figures by interpolation. The
quartile distribution is based on monthly closing prices.)
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14, BEHAVIOR AS INFLUENCED BY PRICE:

Stocks with low prices seem to move up and
down, percentagewise, more rapidly than high priced
stocks. Some observers have concluded that the
variations tend to change with the square root of the
price.

In Fig.14.1, the monthly percentage changes of
the DJ Industrials, for each month over a 43 year
period, are charted against the level of the averages.

The percent changes tend to be higher at the
lower price levels, as expected. A median line
(dashed) traces this tendency. The relationship isn't
close, however, and the data are scattered.

A least squares line (the solid line) casts some
doubt on the square root relationship. The square
root is expressed as a 0.5 root; the calculation
suggests 0.71 as the correct value.
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15. BEHAVIOR IN RUNS:

If you flip a coin, and get five heads in a row,
the chance for a sixth head is still fifty-fifty, since
the coin has no memory.

But the market has a memory. What are the
chances for another rise after five rises in a row?
After five consecutive declines?

WEEKLY RUNS:

Fig.15.1 reports the score for weekly runs, based
on 58 years of history. The chart shows the percent
of the occasions that the market continued in the
same direction, and didn't reverse.

For example, suppose that the Dow has risen
three weeks in a row. What is the probability of
another rise, making it four in a row? In all weeks in
the 58 year period, 54.5% were rising weeks. This is
the dashed line on the left hand chart. After runs of
three weeks, in the test period, 57% of the weeks
following were rising weeks (point E), which is
slightly higher than the average (54.5%).

For runs upward, there seems to be a slight
tendency to continue, but this isn't enough to be
statistically significant.

In the downward direction there seems to be a

tendency to reverse after a run of five, but this still
isn't statistically significant.
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[RUNS- - - DAYS]

31 Years 1952-1982
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DAILY RUNS:

Fig. 15.2 reports the score for daily runs, based on 30
years.

Here we have some highly significant scores. The
chance is less than one in a thousand that this would be a
chance score.

But don't get excited. The percentage probability for a

continuation is only 55% in the up direction and 53% in the
down direction. This isn't far from fifty-fifty.
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[ RUNS - - - HOURS |
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HOURLY RUNS:

Fig. 15.3 reports the scores for hourly runs. This is
beginning to look useful.

Some of the scores are significant; some are highly

significant. The probabilities are now up to 65% (two to one
odds) for some of the longer runs.
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16. BEHAVIOR IN PATTERNS:

The market swings up and down in waves. Do some of
these patterns repeat? How has the market performed after
the pattern? Is the behavior after the pattern significantly
bullish or significantly bearish?

To answer these questions definitely, a pattern must be
defined sufficiently so that repetitions can be definitely
recognized. Then the behavior after the pattern can be
noted, counted, reduced to numbers and checked for
significance. Lord Kelvin's dictum, quoted at the beginning
of this book, can be satisfied.

There have been several attempts to codify patterns.
Unfortunately, they usually are stated in general terms, and
require interpretation and judgment; reduction to numbers
for testing is frustrated.

Some of the methods are listed below. The first four
require judgment; the last three are definite and can be
tested.

I.BAR CHARTS: These are the familiar charts with
vertical lines connecting the high price and the low price
for each day or week. "Formations" or shapes made by the
bars have been named; "triangles","double tops","head and
shoulders" are examples. Since the interpretation requires
judgment, this book won't go into details. For an
authoritative discussion see Edwards and Magee "Technical
Analysis of Stock Trends"(see App.J).

2,POINT AND FIGURE CHARTS: This is a popular
method of charting; but formations are in general terms and
won't be discussed in this book. For one good source see
Alexander and Whelan "Study Helps" (App.J.)

40

3.DOW THEORY: This theory is outlined in Appendix C.
Unfortunately, this is also stated in general terms. Dow
Theorists will argue, with no clear conclusions, about the
validity of a support level. Is it , or is it not, important
enough to make its violation a sign of a change of trend?

4.ELLIOTT WAVE THEORY: This is outlined in Appendix
D. I have tried to read Elliott's mind, by analyzing his own
classification of the record, but it was a frustrating
endeavor. Some of his minor waves appeared to be bigger
than waves of the next higher classification; some prominent
turning points were omitted. Since judgment is required for
interpretation, a student should check his classification
against that of a qualified expert. Currently the
outstanding authority is Robert Prechter of Gainesville Ga.

5.MW WAVES: Here is a definite classification. If a
filter is used to set a minimum size of a swing, the
remaining waves can be definitely classified and tested. This
classification will be discussed in the next chapter.

6.TIME PATTERNS: Here another definite classification

is proposed. If the direction of a move, and not its

magnitude, is considered in a prescribed time frame, a

definite classification is possible and can be tested. This
classification will be described in chapter 18.

7.CYCLES: Is there an underlying regularity hidden in

the irregular swings of stock prices? This will be the subject
of chapter 19.
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17. BEHAVIOR IN M AND W PATTERNS

If minor fluctuations are ignored or filtered out,
and the resultant turning points are connected by
straight lines, the resultant zigzag patterns can be
classified.

Pick any five consecutive turning points. If the

- first swing is downward, the pattern forms a W. Note

Fig.17.1 . If the first swing is upward, the pattern
forms an M: There are 32 possible patterns, which I
have classified in Fig.17.2 and 17.3 as 16 M waves
and 16 waves.

Are some of these patterns bullish? Are some
bearish? When a certain pattern occurred in the past,
what happened to prices after the pattern?

In 1971 Robert Levy suggested identifying
patterns of five consecutive turnipng points by ranking
the points in the pattern from one for the highest
down to five for the lowest. If these rank numbers

~ are read from left to to right, a five digit identifying

fabel is produced. These identifying labels -are below
each of the patterns in Figs.17.2 and 17.3 .
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Several tests of these wave patterns are
described in the booklet "M and W Wave
Patterns"(See App.J). The results of one of the tests
is summarized in Fig.17.4 .

This test used a filter of 10%, and more than
2000 common stock waves were identified and
classified.

To determine whether the period following each
pattern had a bullish or a bearish bias, the pattern
immediately following was noted. In other words, the
patterns were' considered in pairs, joined by a
common turning point. The left hand pattern is the
forecasting pattern, the right hand pattern described
behavior following the forecasting pattern. The right
hand pattern was called a bullish period if its far
right turning point was higher than the first or left
hand turning point. If the far right hand point was
lower, it was rated a bearish period. For example,
M1 is a bearish period; M10 is a bullish period.

It was then a simple counting problem for the
computer. It was asked to count the number of
bullish and the number of bearish periods following
each pattern.

The performance in the test period is summarized
by Fig.17.4. For example, the M1 wave was found 57
times. On 24 of the occasions, the next pattern was
a rising period; on 33 occasions it was a declining
period. The bullets mark significance above the 95.0%
confidence level.
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FIG.17.5

Point and Figure charts can be classified
definitely if they are translated into MW waves. Note
Fig.17.5 . The left hand chart is AMR Corp.(Source:
Chartcraft) Note the three high turning points A,C,E
and the two low turning points B,D. At the right
these points are charted without the intermediate X
and O columns. A is the highest rank, C is second
highest; on down to the lowest B which is rank 5.
This gives the identification number 15243 which is a
W4 wave. In table Fig.17.4 you will see that this
wave, a triangle, was found 33 times; 26 times it was
followed by a rising wave; 7 times by a declining
wave. It evidently has a bullish bias, which was
acknowledged in the P and F chart (Fig.17.5) by a
fine rising column of Xs.
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18. BEHAVIOR IN TIME PATTERNS:

Suppose that amounts of change are ignored, and
that we consider only the direction of change in a
time pattern.

Note Fig.18.1. Suppose that prices, in the last
five weeks, rose in the first three weeks, then
declined, then rose again in the last week.. This
could be symbolized + + + - +.

Suppose that, in the same five weeks, the volume
of trading rose in the first two weeks, then declined
in the following three weeks. This could be
symbolized + + - - -,

How often has this wave pattern occurred in the
past? What happened in the week following the
pattern? How often did it rise in that week? How
often did it decline? Is the difference sufficient to
conclude that the wave has a bullish or a bearish
bias?

It's important to note that the pattern is
definitely defined. It can be positively identified,
with no argument. The same is true with the MW
waves in the preceding chapter. The result is that a
computer can take over, examine the record, and
report the behavior of the market following each
pattern.
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Possible patterns for three time periods

(days or weeks):

No. Price: Volume: No. Price:

1 +++ +++ 33 -4+
2 ++4+ +4- 34 -4+
3 444 +-4+ 35 -4+
4 +++ +-- 36 -4+
5 +++ -++ 37 -4+
6 ++4+ -+ 38 -4+
7 +++ --+ 39 -4+
8 +++ .-- 40  -++
9, H +++ 41 -+
10 ++- ++- 42 -4
11 +4- -t 43 -4
12 4+- -- 44 -4-
13 +4- -++ 45 -4
14 44- -+- 46 -4
15 ++- --4+ 47  -+-
16 ++- --- 48  -4-
17 +-+ +++ 49 -4
18 +-+ ++- 50 --+
19 +-+ +=t 51 -+
20 +-4 +-- 52 -4
21 4-+ -++ 53 -4
22 4-+ -+- 54 --4
23 +-4 --+ 55  --+
24 +-4 .a- 56  --+
25 4-- +++ 57  ---
26 4-- ++- 58  ---
27 4-- +-+ 59 .-
28 +-- +-- 60  ---
29 +-- -++ 61 -—--
30 +-- -+- 62  ---
31 4-- --1 63  —--
32 4-- - 64  ---

54
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FIG.13.3

For example, see Fig.18.3 .This figure lists all of
the possible three day patterns of prices and volume.
A computer check shows the following score for the
most bullish and most bearish patterns, found from an
examination of the D.J.Industrials every day in 28
years:

Most successful bullish three day patterns:

No. percent CS
56 65.3 12.9 Highly significant

20 65.6 9.0 Significant

39 63.3 8.8 Significant

19 63.1 7.5 Significant .

18 67.1 6.1 Probably significant
24 68.3 6.0 Probably significant

Most successful bearish three day patterns:

No. percent CS
64 38.0 11.9 Highly significant
13 33.3 11.0 Highly significant

16 32.9 9.9 Significant

48 33.9 6.6 Probably significant
45 40.4 4.6 Probably significant
27 42.2 4.5 Probably significant

column heads in the above tables:

No.:See Fig.18.1 for pattern

Percent:Percent of the time the following day
was a rising day.

CS: Chi squared, one degree of freedom, with
Yates correction: this is a measure of significance.

(For a report on two, three, four, and five day,

and two, three, four and five week patterns, see
"Bias in Daily and Weekly Wave Patterns"; see App.J)
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THIS GURVE 1S THE SUM or}

CYCLES A, B, AND C

FIG.19.1
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19. BEHAVIOR IN CYCLES:

Market behavior is characterized by waves and not by
straight lines. Is there any underlying regularity?

The early chapters of this book reported on regular
waves that are generated by the calendar.

In addition, mathematical analysis has been made
practical by the development of the computer. It is possible
to approximate any irregular curve by the addition of a
number of regular sine waves. These can be calculated, and,
if extrapolated into the future can produce a forecast
expectation. Note Fig.19.1 .

An authority on cycle calculation, Gertrude Shirk of the
Foundation for the Study of Cycles(A), reports that the most
important underlying stock price cycles, ranked by amplitude
at the crest, have been found to be the following:

Cycle: Ideal Date of Phase:
Amplitude Current Next:

46.2 years  32.0% 1965. crest 1988. trough
9.23 years 14.3% 1980.3 trough 1984.9 crest
15.37 years 13.5% 1982.0 trough 1989.7 crest
18.2 years 11.9% 1979.9 crest  1989.0 trough
5.01 years 6.5% 1983.4 trough 1985.9 crest
5.94 years 6.0% 1983.2 crest  1986.2 trough
4.80 years 5.0% 1983.2 crest  1985.6 trough

All of these cycles, with the exception of the 46 year cycle,
have shown significance in statistical tests.

(A) For further study, see books and journals of The
Foundation for the Study of Cycles,124 South Highland
Ave.,Pittsburgh PA 15206
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[T!ll FIVE PERCENT PENETRATION METHOD

SELL on o
Downward Penetration
of a Turning
Point

Ignore all Turning Points
with swings of less _—
than 5% (100% is
“A", the lower of the pair)
* Protit
_____________________ X-
A “"Whipsaw" [« Loss
- Profit
Buy on on Upword Penetration
of a Turning Point.
FIG.20.1
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20.BEHAVIOR IN TRENDS

Dow's Theory for the determination of trend can
be put into numbers by the simple device of ignoring,
or filtering out, all swings below a specified level.
The result of the Dow trend following technique can
then be definitely tested.

Note Fig.20.1 . After filtering, breaks through
the remaining turning points can be used as signals to
buy or sell, and the success can be tested. The five
percent definition was tested with the DJ Industrials
over a 43 year time period (1897-1939). Buy and hold
averaged 3.5% per year; the 5% filter averaged
12.3%. This wasn't adjusted for commission costs, so
the actual improvement would be less.
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Another matter should be mentioned in this
chapter on trends. Stock prices are sometimes
charted on an arithmetic grid, with uniform spacing.
Sometimes they are charted on a logarithmic grid,
where equal percentage changes are given the same
space. The latter, of course, is more correct; a one
dollar change on a ten dollar stock is more important
than a one dollar change on a hundred dollar stock.
This is recognized on a logarithmic grid; on an
arithmetic grid the changes appear to be the same.

For this reason, trend lines on an arithmetic grid
are suspect; they can be deceptive. Note Fig.20.2 .
Here exactly the same data has been charted on an
arithmetic and on a logarithmic grid. The arithmetic
chart is euphoric. The logarithmic grid gives the
correct story; growth has been decelerating.
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FIG.21.1
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2]l. BEHAVIOR IN BULL AND BEAR MARKETS

The stock market is never stable. The big swings
up or down are called bull and bear markets; lesser
swings are called secondary reactions in bull markets
and rallies in bear markets.

Since swings come in assorted sizes, how can we
differentiate a rally from a full bull market? When
does a reaction become big enough to be called a
bear market?

After consulting the stock market histories, we
find that a filter of 30% works quite well. Swings of
larger than 30% include all of the accepted bull and
bear markets and a few that are marginal.

Figure 21.1 compares the magnitude and age of
the twenty bull markets since 1897. The median is a
95% rise and age of 28 months. Figure 21.2 charts
the twenty bear markets. Since the 30% filter is
calculated from the low point, a decline of 23% is
the equivalent of a 30% swing. The median bear has
a decline of 37% and an age of 18 months.

63


Андрей
tr-software-collecti


7001
600+

800+

300+

2501

2001

180+

O 11/13/29

\ N 10722787
\ ~v 1/30/14
& ND\N 8709708\

O §/l4/49
\em-mo

b 6 SRR > 9/28/11
N
\ uu\
be/e7/33 \\ WEQAN
1219717

4/28/42
\ l/egg\\'/," 1179703
$/31/38 /18707

--HOW BIG IS A BEAR 2?2 --
20.bear markets from (897 to dote.

(To permit comporison, all markets begin ot 1000.)
\

64

HOW MANY LEGS IN
A BULL MARKET

20.8ULL BARKETS SINCE 1897 -~
% riuTEn

NEDIAN
HOW MANY LEGS
IN A BEAR MARKET ?
20 OEAR MARKETS SINCE 1897 - -
% FLTER

FIG.21.3

When does a decline move from the minor league and
qualify to be called a secondary reaction? When does an
upswing deserve to be called a rally? There is no fixed
definition. We've found that a filter of 10% results in an
average of two reactions in a bull market, which is the
Elliott wave count. However, it gives an average of three
rallies in a bear market.

If the filter is set lower, the number of rallies and
reactions increase. Figure 21.3 charts the number of rallies
and reactions if the filter is 5%. This is a good sized swing;
it's fifty points when the Dow is at 1000.
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--TYPICAL BULL AND BEAR MARKET--

Bosed on the median of bull and beor moarkets trom 1897

to date --- 5% tilter ---

(" SWING":@ 100% 18 THE LOW POINT )

BULL MARKET
95 % Swing

7. Primary "Legs"
28 months

(

PRIMARY

13% swing
50 days

SEGONDARY

8.3% swing
23 days

Figure 21.4 charts the average bull and bear market, if
a filter of 30% is used to define the bull and bear markets,
and a 5% filter is used to qualify as a secondary or a rally.

For more details, see "Filtered Waves, Basic Theory"

(App.J).
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BEAR MARKET
59% swing

S legs

18 morths

PRIMARY
12% swing
24 days

SECONDARY
8.4% swing
|5 days

FIG.21.4

21. CONCLUSIONS:

The conclusion of this book is that the market
has definite upward tendencies at certain predictable
times; it was leanings in the downward direction at
other predictable times.

These inclinations and biases should be useful
both to speculators and to investors. If a purchase is
being considered, and the market has a downward
bias, a prudent man should delay purchase. If the bias
is upward, purchase should be made immediately. On
the other hand, if a sale is contemplated, and the
market has a downward bias, a prudent man should
sell immediately.
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Appendix A.

ARE THE DJ INDUSTRIALS REPRESENTATIVE?

Most of the work in this book has been derived from the
behavior of the - DJ Industrial average. Is this index
representative? It's based on only 30 blue chip stocks, and
ignores the stocks of small companies.

In 1896, Charles Dow began to report the averages of a
few selected industrial stocks. After 88 years of use, it is
still the most widely quoted measure, although a number of
very sophisticated indexes have entered the field.

Twelve industrial stocks were used until 1916, when the
list was increased to 20, and the new average was worked
back to December 1914. Only the closing averages were
calculated. The method was simple. The stock prices were
listed and totaled, then divided by the number of stocks to
get an average. If a stock split, a multiple was applied
before adding with the others; if the split was two-for-one,
for example, the stock price after the split was always
multiplied by two before combining with the other prices.

On October 1, 1928, a number of changes were made.
The number of Industrial stocks was increased to 30; the
closing prices were supplemented by highs and lows for the
day; the method of coping with splits was altered. The
multiples were eliminated, and the adjustment was made by
a final divisor. The divisor was adjusted when a new stock
was substituted for another in the list, in order to give
continuity.

To calculate the current average, list the stocks (you
will find the list occasionally in Barron's and the Wall
Street Journal.) Set down the prices; add them up; divide by
the divisor (see Barron's or the Wall Street Journal); the
result is the index.

The index has limitations:

1.Representation. The index is based on the stock prices

- of thirty large companies. It is an important list. If you will

multiply the price of each stock by the number of shares
issued, you will find that this small group of stocks has more
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than 20% of the value of all stocks on the New York
Exchange. Small stocks aren't included, but note Fig.Al.
This chart compares the Dow Industrials with the
all-inclusive New York Stock Exchange index. I think you
will agree that the Dow seems to do a good job.

The New York Stock Exchange index weights the stocks
by their capitalization. = But doesn't this make sense? A
recent report shows that General Electric is held by more
than a thousand institutional portfolios. General Nutrition is
held by less than twenty. Certainly General Electric is
more important,should be given more weight in the index.

2.Price level. A minor irritation is the high price of the
Dow Jones Industrials. A change of ten points appears
important; actually it's only 1% of 1000.

3.A more serious objection is levelled at the high-low
calculation. These are not true highs and lows for the index.
Instead , they are calculated from the highs and lows of the
individual stocks. Since these highs and lows occur at
different times in the day, the average is never as high as
the published "high"; it never drops down to the "low".

4.Weighting: Statisticians wince when they learn the
weighting method. In a representative average, each
component should be weighted by its importance. In the
Dow the stocks are weighted by their prices. For example,
Exxon has five times the capitalization of Merck, and should
carry more weight. However, because of the high price per
share of Merck , it carries twice the weight and is twice as
important in the index as Exxon.

The lack of logic in the weighting method becomes
evident at the time of a split. If a Dow stock is split
four-for-one, for example, its influence in the index is
reduced by 75%. Price changes in the stock will now
influence the overall average by one quarter of the former
effect.

It should be noted that lower priced stocks are usually
more volatile; this reduces the effect of the lower weight
given to low priced stocks.

Conclusion? The average has many limitations, but, as
noted in Fig.Al, it manages to do a good job.
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Appendix B.
EVALUATION OF TURNING POINTS:

The analysis of waves and patterns in the
market can be made definite by a simple
device: Select a percentage for the size of a
wave that will be recognized; ignore or "filter
out" all of the smaller moves.

This simple device permits the
classification of a turning point as valid or
invalid in the Dow Theory.

If you are familiar with the point and
figure method of charting, you will notice a
similarity. Point and Figure uses a definite
number of points to recognize a turning point;
wave filters use a definite percentage.
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Established turning point
Preceding rise of Point A is S% higher thon RS

more thon 5% RS-X Prices have deciined to the

Reversal Signal. (RS)

RS/~ Prices have reoched Reversol Signal (RS)
RS is 5% above B.

B This establishes B os o
qualified turning point.

FIG.BI

For an example of the use of the percentage filter, see
Fig.Bl. A 5% filter has been specified. The upper point A is
recognized as a valid turning point when prices have
retreated to RS, which is 5% below A. Point B is
recognized as valid when prices have reversed 5% to RS in
the lower chart.
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For an example of application, note the year 1929 in
Fig. B2.
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FIG.B3

The importance of a turning point can be measured.
Note Fig.B3. The left hand chart uses a 5.1% filter; the one
at the right uses a 5.2% filter.

Note the turning points B and C. Now you see them; now
you don't. They vanish when the filter is raised from 5.1%
to 5.2%.

This provides a simple method for the evaluation of
turning points. Their importance can be measured by the
filter required to eliminate them.

To apply this method, turning points must be identified
in pairs . To qualify for measurement, there are two
requirements: The swing preceding the pair must be larger
(A must be below C.) and the following swing must be larger
(D must be above B). When a pair qualifies, the turning
points can be evaluated by taking the percentage difference.

The example in Fig.B3 measures a reaction in a rising
trend. Exactly the same method, in mirror image, can be
used for the evaluation of a rally in a downtrend. Note
points O and P in the 1929 chart (Fig.B2).
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Appendix C.
WHAT IS THE DOW THEORY?

The Dow Theory began with Charles Dow (1850-1902),
founder of the Dow Jones News Service, and founder and
first editor of the Wall Street Journal. In his capacity, he
wrote many editorials on the subject of the market. These
editorials are the foundations 6f the Dow Theory. His work
has endured. Today the interpretation of his ideas is
providing a livelihood for many men.

S.A.Nelson, a writer and publisher, tried to persuade
Dow to write a book summarizing his ideas, but didn't
succeed. Nelson had determination, however, and collected
all of the important editorials from the files of the Wall
Street Journal . He published these in a small book "The
ABC of Stock Speculation." (App.J) In this book he labelled
the Dow chapters "Dow's Theory", and the name was
established.

A few years after Dow's death, William Peter Hamilton
became editor of the Wall Street Journal. He proceeded to
develop Dow's ideas from the status of general statements
into a workable method. In 1922 he wrote a book "The
Stock Market Barometer" (App.J) , which erected a
structure on Dow's foundation. A short time before his death
he supported his thesis by a famous editorial "The Turn of
the Tide." This editorial, in the October 23, 1929 Wall
Street Journal (one week before Black Tuesday) definitely
called the end of the long bull market and the beginning of
the great bear market.

Robert Rhea (1887-1939), because of an airplane
accident in the first world war, was bedridden from 1918 to
his death. In Colorado Springs, he began a study of the Dow
ideas -- first as a hobby, and later as a profitable vocation.
His own wealth accelerated from the practice of his ideas.
He was long-of stocks through most of the twenties; he had
no stocks at the time of the 1929 crash; he thereafter sold
short for two years. I'm prejudiced in favor of Rhea's
contributions, because he liked to count and measure.(This is
the underlying thesis of the book you are reading.)
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Another capable interpreter was E.George
Schaefer, author of "How I Helped More than
10,000 investors to Profit in Stocks." (App.J)
In this book he developed his ideas of a "New
Dow Theory." Schaefer believed in investing
with the primary trend, and didn't advocate
selling on secondaries.

Some very capable students of the Dow
Theory are active today. One of the best is
Richard Russell of San Diego. Russell has
written a book "The Dow Theory Today" (see
App.J).

Many bodks have been written on the
Theory, but the fundamentals are not
complicated. Hamilton wrote "The essence of
Dow's Theory can be summed up in three
sentences. In an editorial December 19,1900,
he says 'The market is always to be
considered as having three movements, all
going on at the same time. The first is .the
narrow movement from day to day. The second
is the short swing, running from two weeks to
a month or more; the third is the main
movement , covering at least four years in its
duration.'"

Hamilton's quotation was an
oversimplification, of course. Actually , it is
an example of the beginnings of the "Theory."
The outline which follows is a condensation of
writings on the subject.
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THE DOW THEORY: A SEVEN POINT SUMMARY:

(1) The fluctuations of the Dow Jones rail and industrial
averages are a composite index of all the hopes, fears, and
knowledge of everyone who knows anything of financial
matters. They therefore can serve as a barometer of the
future. Hamilton wrote "Consciously or unconsciously the
movements of prices reflect not the past but the future.
When coming events cast their shadows before, the shadows
fall on the New York Stock Exchange."

Rhea believed that students should concentrate their
studies on the averages - other statistics could be ignored!

(2) The market consists of three movements, which are
going on at the same time:

(2A) The Primary Markets. These are the great
bull and bear markets. They last from one year to several
years. These great movements are fundamental in nature,
and are beyond the reach of manipulation.

(2B) The Secondary Movements: These moves
are called Primary Swings (or legs) when in the direction of
the Primary Market. When in the other direction (rallies in
bear markets, declines in bull markets) they are called
Secondary Reactions. The Secondary Reactions are
distinguished from minor changes by their magnitude (usually
sufficient to retrace one-third to two-thirds of the
preceding primary swing and by their duration (three weeks
to three months)

(2C) The minor or day-to-day movements. If
the Primary Movement is considered a tide, the secondary is
similar to the waves that please the surfboard enthusiasts,
and the minor movements are the small ripples. The minor
movements are not considered important in the Dow Theory.
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(3) The great bull and bear markets each consist of
three phases. These are not related to the secondary
movements described above in (2) and should be considered
separately:

(3A) In a Bull Market, the First Phase
represents the improvement in public confidence and a
correction of the undervaluation developed in the last phase
of the preceding bear market.

The Second Phase is a response to improvement in
(o) @ corporate earnings.

Breakthrough - Establishes™ end The Third Phase is one of rampant speculation, when
stocks are advanced on "hopes and expectations."

(3B) In a Bear Market, the First Phase is a
correction of the speculative excesses of the preceding Bull
Market.

The Second Phase is a deterioration of prices in gear
with a slide in the earnings of shares.

" The Third Phase is a final depression of prices caused in
part by distress selling.

DOW THEORY - usch

an of Bull Morket ond beginning

of Bear Maorket at point {9).

(4) The trend can be determined by the action of the
secondary swings. Refer to the chart. The rise from point
(1) to (2) , at the time, might be considered a secondary
reaction in the preceding bear market. But when prices
at point (). turned upward at point (3), which is higher than (1), the
picture begins to look bullish.  Then, when prices broke
through the level of (2) at point (4), the rise is known to be

(4:\8rlakfhrough- Establishes'®) end of preceding

Bear Market 8 Dbeginning of Bull Market

3

(A)- Both iIndustrials and Roils must breakthrough part of a bull market which began at pOlnt (_l)‘
W (ie. confirm) for o valid signol. In a downward swing, the same type of analysis would
be valid. In the drop from (9) to (10), the classification
PRIMARY _MARKETS : (1)-(9) -- Bull Market would be "secondary reaction" until the drop at point (11),
(9)-(15) -~ Baar Morke? when the classification becomes dubious. Then, at the
These Primary Markets last from one year to severol years. breakthrough at point (12), the classification is definitely

changed to "Bear Market."

BRIMARY SWINGS: (1)7(2), (3)°(5), (6)°(7), (8)7(9), (9)-(10), (11-(13), (14} (15) This method of determining trends by "breakthrough" has
(Also colted “legs™) been aptly compared to the determination of tides by the

extent of waves on a sandy beach. If the farthest sweep of
the wave is marked by a stick, and the next wave carries
beyond this point (a breakthrough), the tide is probably
rising.

SECONDARY REAGTIONS: (2)-(3), (5)-(6), (M-(8), (10)-{11), {13-14)

These lost from thrée weeks to ¢three months ond retrace (i.e. "correct")

1/3 to 2/3 of the preceding Primary Swing.

FIG.ClI
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(5) In determining the trend in (4), both
Industrial and Rail averages must be
considered. Breakthroughs by one average are
not considered signals until the move is
confirmed by the other average. The
confirming action, however, need not be on
the same day.

(6) The averages sometimes move
horizontally, within a 5% band, for three
weeks or longe[r. When both average do this,
it's called a "Line." When both averages break
out of this "Line" in the same direction, an
important move in the same direction is
probable. The breakout is usually made with
an increase in volume.

Hamilton noted that "lines" seldom occur
at the beginning or ending of secondary
swings, but usually in the center.

Rhea's analysis recommends the
consideration of "lines" of less than 5%. If
both averages, for example, have been moving
in a 2% band, a breakout from the band would
be significant.

Rhea found that in a bull market,
downside penetrations of '"lines" are very
speculative, while upside penetrations are
more reliable.

(7)  Volume: A  market which is
"overbought" becomes dull on rallies and
develops activity on declines. Conversely, in
"oversold" markets the tendency is to become
dull on declines and active on rallies.
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Robert Rhea supplemented Hamilton's
tabulations with a detailed listing of all of
the bull and bear markets and secondary
movements in the period from 1896 to the
time of his death in 1939. These tabulations
have been charted in Fig.C2 and Fig.C3. The
data follows in Fig.C4 and Fig.C5. The
Primary Markets are traced with heavy lines;
the light lines are the Secondary Movements.

‘In addition, the points of confirmation of the

primary markets are marked with the letter
"C". Profits and losses obtained by buying and
selling at these points of confirmation are
indicated by arrows. Since the confirmation
always follows the top or the bottom of a
primary market, the profits are always less
than the total move.

You can profit from this theory. It doesn't
always give a correct forecast, and the
forecast isn't always clear. But the profits
over the years, when cumulated , are much
better than "buy and hold".

81



6E/8/v

sg/s2i/1

Ldoyg®
Wu::n;
L]
]
5700 nM s
e L

FIG.C3

m Nm\n\hq

BBAR MARKIETS

“The Turn of the Tide’

\ Hamilton's editorial 10/23/29

o———t

A/\ 1919 -1939
4 Vi "

)

|

2

2.

-2 2 N/V.
2
-1 « / Gm ]
B * % [———=o
T Ol A —————
ot T /
“ ot
\ « /fn
! o
> - |8 E /NV
ot e |l 2 L
-} s 3
< ©
-l H c =z 23/%1/04
m 2 s Q
[ ] - 2 b ]
s |5 2 /w.u;u\n
c a "
o
® $C ¢ —
4 - -
a o o ©
.
' [ [ 0 [ [l T 3 (] [ [ ] I i ' ' [ [ ' 0
o ° > o ° s1/€/ -3 o o o o
¢ H : g 2 e & e S : s

[ o
o o o o -3 o o o
« o 0
3 sgise/m 2 5 > AA T S
ﬁéo Bevuaav | woois 03| -37vos
N
3 Q
2 -
| b
N/ 1z3/n
SWLE'030L°31 WONS JOIPNVED SIqUNIAV o . Ll Vo , . '
PIGI/31/31 -1€/L] - NV - GISOTI0  LINNVA
'
'
o 216170
°
=
o ' 4
T -
] o
bt 2
P e 19312
<
= Fy epsei/n 9
2
L] o
< °
I 3
-;m o Lodisaim
3 \
. -
H - s061/01/v [3¥vnonLUY] u'S
z
H 90614611
- | 2
- F —_ A/ﬂtof
[~ - £ = e e e Y
m - e - —
“ ! 5 © €081 76/ 11
- m paof!
Lol ’ s c
= I
[} U ] > z ©
=) o . S 30/61/8] 114084
ot - ° . o] P 1061/9/6 1048 AT TNINON
= = ™
- ® X 0061/ [£3/9
° oﬁuﬁ,\a
L
3
w o
- o
Fo
e F 3 noe_\!ML
o ° /ﬁ:uof
) P ——r——
W e681/61/3 ldn NaO1E Inive
B
o
. — L 3opu3AY| %00NS 31 F31vOS o ) L | === - 96-01-8
o o =3 o o o o o
4 ° e » % & e ® « - «

83

82



DOW THEORY - DATES OF PRIMARY AND SECONDARY
MOVEMENTS - from Robert Rhea -

(Prices are D-J Industrial Closing Prices.)

‘rll/19/09 100.53

8/10/96 29.

11/9/96 44,
g 4/19/97 38.
= 9/10/97 55.
3/25/98 42.
8/26/98 60.
10/19/98 51.
—¥—4/4/99 716,
5/31/99 61.
9/5/99  71.
12/18/99 58.
2/5/00  68.
5/15/00 56,
6/1/00 59,
—4—6/23/00 53,
7/23/00 59,
g 9/24/00 52.
= 6f17/01 78.

12/14/01 61.
9/19/02 67.
12/15/02 59.

2/16/03  67.
8/8/03  47.
8/17/03 53,
—1—11/9/03 42,
1/27/04 50,
3/12/04 46,
12/5/04 73.
12/12/04 65.
4/14/05 83.
5/22/05 71,
—JX—1/19/06 103,
3/5/06 92.
4/3/06 98,
7/13/06 85,
10/9/06 96.
3/25/07 75.
5/3/07  85.
—f—11/15/07 53.
1/14/08 65,
2/13/08 58.
5/18/08 75,
6/23/08 71.
8/10/08 85.
9/22/08 77.
11/13/08 88.
2/23/09 179,
——11/19/09 100,53

Ieag.

-

o
©
"

g

w
o
o
1

nndg

64
08
49
82
00
97
56
04
51
61
27
36
62
38
68
02
96
26
52
71
57
70
38
88
15
50
41
23
7
75
37
00
90
19
18
75
39
02
00
84
62
12
70
40
07
38
91
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o
o
-

2/8/10 85.03
3/8/10  94.56

———7/26/10 73.62

g

8/17/10 81.41
9/6/10  78.35
10/18/10 86. 02
12/6/10 79.68
2/4/11 86. 02
4/22/11 81.32
6/19/11 87.06
9/25/11 72.94

——9/30/12. 94.15

to
p
1

—$—12/24/14 53.17 (a)

g

1eoqy

g

12/11/12 85.25
1/9/13 88. 57
3/20/13 18.25
4/4/13  83.19
6/11/13 72,11
9/13/13 83.43

1/23/15 58.52
2/24/15 54,22
4/30/15 71.78
5/14/15 60.38
12/27/15 99.21
4/22/16 84.96
11/21/16110. 15
2/2/17 87.01
3/20/17 98.20
11/8/17 68.58
11/23/17 74.23
12/19/17 65.95
2/19/18 82.08
4/11/18 75.58
5/15/18 84,04
6/1/18  77.93
10/18/18 89.07

2/8/19 79.15
7/14/19 112.23
8/20/19 98.46
11/3/19 119.62

(Note: (a) This is

a new series, to
be comparable,

multiply preceding
figures by 0,7339 )

FIG.C4
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DOW THEORY DATES (cont'd)

——11/3/19
12/22/19
1/3/20
2725720
4/8/20
5/19/20
7/8/20
8/10/20
9/17/20

.12/21/20
5/5/21

[— 8/24/21

12/15/21

g 1/10/22
= 5/29/22
6f12/22
-L——-10/14/22
W 11/27/22
®
»  3/20/23
[a]
~—7/31/23

md

8/29/23
10/27/23
2/6/24
5/20/24
8/20/24
10/14/24
3/6/25
3/30/25
2/11/26
3/30/26
8/14/26
10/19/26
10/3/27
10/22/27
5/14/28
6/18/28
11/28/28
12/8/28
2/5/29
5/27/29

L 9/3/29

119.
103.
109,
89.
105,
817.
94.
83.
89.
66.
80.
63.
81l.
78.
96.
90.
103,
92.
105.
86.
93.
85.
101.
88.
105.
99.
125.
115,
162.
135,
166.
145,
199.
179.
220.
201.
295,
257.
322.
293,
381.

62
55
88
98
65
36
51
20
95
75
03
90
50
59
41
73
43
03
38
91
70
76
31
33
57
18
68
00
31
20
64
66
78
78
88
96
62
33
06
42
17

9/3/29  381.17
10/4/29 325.17
10/10/29 352.86
11/13/29 198.29
4/17/30 294,07
6/24/30 211.84

w 9/10/30 245.09
®  12/16/30 157.51
" 2/24/31 194,36
6/2/31 121.70
6/27/31 156.93
10/5/31 86. 48
11/9/31 116.79
1/5/32 71.24
3/8/32 88.78
—F—1/8/32 41,22
9/17/32 79.93
2/27/33  50.16
7/18/33 108.67

= 10/21/33 83.64
4/6/36 161.99
4/29/36 143.65
—4—3/10/37 194.40
@ 6/14/37 165.51
8 8/14/37 190,02
m 11/24/37 113,64
1/11/38 134.35
—}—3/31/38 98. 95
4/16/38 121.00

w 5/31/38 107.74
£ 8/6/38 145, 67
T 9/26/38 129.91
11/12/38 158.41

@ 1726/39 136.42
8 3/10/39 152.28
4/8/39 121. 44

w 6/10/39 140.14
£ 6/29/39 130.05
T 7/22/39 144.71
| 8/24/39 131.33
FIG.C5
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BASIC ELLIOTT

BULL MARKET BEAR MARKET
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WAVES OF
MAJOR DOEGREE ~x

INTERMEDIATE
DEGREE —
I

MINOR DEGREE ™y

*216zA6"
5-3-8
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Appendix D
WHAT IS THE ELLIOTT WAVE THEORY?

Some refreshing ideas about the behavior of Wall Street
were developed by Ralph Nelson Elliott (1871-1948). We
have reviewed all of his published writings, and have
summarized them in this appendix.

Ralph Elliott spent many years in Latin America as an
accountant. In 1927 he retired to Los Angeles where he
developed his' wave theories. These were published in 1938
in a monograph "The Wave Principle", in a series of articles
in the Financial World in 1939, and in a book "Nature's Law"
published in 1946. His ideas proved so interesting to
investors that he came to New York and spent the last years
of his life writing a financial report.

Basically, he believed that prices tend to fluctuate in
natural ways. The most important tendencies, he believed,
were founded on the Fibonacci series of numbers:
1-1-2-3-5-8-13-21-34~... Each number in this series is equal
to the sum of the two preceding numbers, and the ratios are
found many places in nature. The count of seeds in the
whorls of sunflowers and pineapples are examples. Elliott
found the numbers existing in the timing of waves and in the
ratios of stock market prices at various turning points.

Elliott's most basic conclusions are illustrated by Fig.Dl,
which is derived from one he published in "Nature's Law."
The tendency that he illustrates is simply that moves in the
direction of trend tend to be in five swings; those in the
contrary direction tend to be in three swings.

The top chart illustrates the "major" or primary waves
in a bull and a bear market. The bull market has five
swings; the bear market has three.

WWW. TRADING-SOFTWARE-COLLECTION.COM
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The center chart (Fig.Dl) illustrates the tendency
toward the breakdown of the primary waves into waves of
the next smaller or "intermediate degree." Note that each
major swing in the direction of trend (up in a bull market;
down in a bear market) is made up of five swings of
intermediate degree. These are marked 1,2,3,4,5. Each swing
counter to trend is made of up three swings. These are
marked a,b,c.

The lower chart is a continuation of the same basic
tendency. The longer of the "Intermediate" swings is made
up of five swings of minor degree; the shorter of the
intermediate swings break down into three swings of minor
degree. An exception is the swing marked "flat."

In Fig.D2 and Fig.D3 we have summarized and tabulated
all of Elliott's various examples for the period 1929 through
1945. This period spans the time beginning with the first
Dow Jones high-low statistics and ending with the last
analysis published in "Nature's Law" a few months before his
death. The nomenclature has been standardized, in order to
make it easier for a student to trace through Elliott's
interpretation of the wave patterns.

In addition to his basic conclusions, Elliott listed many
variations, which are charted completely in Fig.D4 through
DII1.

He listed some subsidiary conclusions:

(1) No confirmation is required by a companion average.
(The Dow Theory requires confirmation of the Industrials by
the Rails.)

(2) Actual high and low figures are used, rather than the
closing price. Elliott said "in fact it was only with the
establishment of the daily range in 1928 and the hourly
averages in 1932 that sufficient reliable data became
available to establish the rhythmic recurrence of the
phenomenon called "The Wave Principle."

88

(3) News has little effect on the course of a wave
series. It may affect the amplitude and timing.

(4) Prices tend to move in channels. These can be useful
in the interpretation of waves.

(5) Elliott listed his names for the degree of waves in
the following order:
Subminuette (only in hourly data)
Minuette
Minute
Minor
Intermediate
Primary
Cycle
Super Cycle
Grand Super Cycle.

(6) There are many exceptions to the basic pattern.
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[Elliott’'s  Waves | [
[ ELLIOTT'S WAVES
DATE T.P.DEG. WAVE DATE TP.OEG. WAVE
|} Derived from his charts dqnd tabulptions.

11/28/28 17.69 4/18/38  14.19 1 [ (ses Binliography)
3/26/29 15,27 A 5/27/38  14.19 2 -
5/6/29 14.13 1 7/25/38 14.44 3 300 Nomenciature | has been stdndardized:
5/31/29  14.13 2 9/28/38 14,44 4 ¥R, Highest [Degree - --I T M X ¥
9/3/29  851.92 B 3 11/10/38 63.04 A5 3 oy hapest T AR S0t
11/13/29 52.16 1 1/26/39 12,20 1 L Next <o oo oo olbode
4/16/30  52.16 2 3/10/39 12,20 2 £%0 '
5/5/30 10. 97 a 4/11/39  31.43 B 3 r
5/14/30 10,97 b 6/9/39 9.13 1 i #
6/25/30 19,00 c 6/30/39 9.13 2 i
9/10/30  19.00 d 8/3/39 14.30 3 I . z )
12/17/30 _ 27.52 3 e 9/1/39 _ 14.30 4 200 : -_
2/24/31  27.52 4 9/13/39 31.43 IVC 5 Iy
10/5/31 39,34 a 1/15/40 6.31 1 A,
11/9/31  39.34 — b 4/8/40 6.31 2 r Y A
1/5/32 28. 62 c 6/10/40 25,69 A 3 C I T s
2/19/32  28.62 d 8/12/40 5.50 1 _ x r " 3
7/8/32 851.92 I C 5 e 8/16/40 5,50 2 150 : 3 3 - = | 2 ]V
9/8/32  63.83 A 11/8/40 25.69 B 3 I : 1 o fzl [V
12/3/32  18.60 1 5/1/41  14.22 1 . e : e y" N
1/11/33  18.60 2 7/22741 14, 22 2 r wenses | VLA & ' Ve
3/27/33  63.83 B 3 12/24/41  8.95 3 jextension 11} W HIRE N ° o
7/18/33 34,46 C 1/6/42 8.95 4 . ® AN a ™
10/21/33  34.46 1 4/28/42 111,02 V.C 5 . H T
2/5/34 32.34 2 7/15/42 4.78 1 1 ¢, a 'V‘: x
7/26/34 32,34 D 3 8/5/42 4,78 I i | —— I} : \[\l
12/6/34 5.36 1 11/9/42 4.16 A *A_huge =
3/18/35  12.86 2 11/24/42 ,4.16 B o0 triandie” v
11/20/35  8.02 3 4/6/43 5.90 C i : i :
4/30/36  15.22 4 4/13/43 5.90 D 0 re— g
3/10/37 111,02 II E 5 7/15/43 13.55 IIE L “Five lessar *
6/17/37 _ 16.58 A 8/2/43 6.45 A 1 - 3 woves*
8/14/37  16.58 B 9/20/43 6.45 B sor v
8/21/317 2.29 1 11/30/43 13,55 IV C [ An “Inverted Zigag®
8/31/37 2.29 2 1/11/44 3.57 1 i T
9/13/37 6.73 3 4/25/44 4.96 2 7o . AT y
9/30/37 7.45 4 7/10/44 5.86 A 3 2 ABCDE dhgree Mpre
10/19/37 21.91 C 5 9/7/44 5,86 B are | "Intermediote Waves]
10/21/37 10.65 a 10/6/44 2.78 1 8o
10/25/37 10.65 b 11/16/44  2.78 2 I
10/29/37 21.91 1 c 3/6/45 6.91 3 i
11/23/37  19.91 2 3/26/45 6.91 4 I
1/15/38 19,91 3 6/26/45 6.00 C 5 8o FIG.D3
2/4/38 13.43 4 7/27/45 6.00 D - le
2/23/38  13.43 D 5 12/10/45 4,84 V E —
3/12/38 4,66 1 b " | ABGDE dhoride here are . ‘ ‘ 1 ‘
3/15/38 4, 66 2 “Phas¢s qf {the Primary Moyement®
3/23/38 2.83 3 .0 s
3/24/38 3. 83 Py FIG.D2 1929 | ‘30 |30 5 '33"34311- 37 ‘38 39 | %0 [91] ‘a2 | 43 | ‘e |hs|
3/3'/38  63.04 IIE 5 x 38
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ELLIOTT VARIATIONS - IN LINE OF TREND-

Elliott found that waves in the
line of trend (1, 3, 5) sémetimes
elongated into five waves of the
same degree - rather than breaking
down into five waves of a lower
Extension in Wave 1, degree.  This elongation could
upward trand. occur in waves 1, 3, or 5, but not
in waves 2 or 4. It uswally occurred
in the last or fifth wave. He called
these elongations extensions.

Extension in Wave 1,
downward trend.

Extension in Wave 3,
t 4 upward trend.

Extension in Wave 3
{ 4 downward trend

Extension in Wave 5,
upward trend.

Extension in Wave 5, FIG.D#%
downward trend.
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ELLIOTT VARIATIONS - IN LINE OF TREND

Figure 52.

<+———>Extension of Minute Wave

—» Extension of Minor Wove

—> Intermediate Wave

ZEuonn ; j;,om'md Retracement

&
2 First Retracement

FIG.DS
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Since extensions are comparable with the
other waves in a series, they may be equal to
them and the entire movement may seem to be
nine waves of about equal size. (top chart,
Fig.D5)

At the end of a major move, there may be
a series of extensions of extensions in the
fifth wave. The move comes to an end finally
on the last minuette wave of the last minute
wave of the last minor wave of the last
intermediate wave. (middle chart)

Elliott found that extensions tend to be
"double-retraced" i.e. by a downward and then
by an upward move. (lower chart) This is
interesting only in an extension of the fifth
wave, since an extension in the first wave is
retraced by the second and third waves and
an extension in the third wave is retraced by
the fourth and fifth waves.
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ELLIOTT

VARIATIONS- CORREGTIONS

ZIGZAGS

\a/"\e MINOR

MINOR-
b INVERTED

N

INTERMEDIATE

INTERMEDIATE
{NVERTED

Elliott recognized corrections of
five types: zigzag, flat, irregular,
triangular, and complex. They will
be illustrated by Figures 55.
through 60.

Three sizes of ""Zigzags'' are
illustrated by Figure 55. In the
minor size, each wave is single;

in the intermediate size the distri-
bution is the usual 5-3-5 found in
the '"Basic Elliott'" chart Figure 24.
In the major size the two longer
waves are doubled.

Note that the "inverted' versions
are included. These are corrections
of a downward trend.

MAJOR- A DOUBLE
ZIGZAG

MAJOR -
INVERTED
FIG.D6
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ELLIOTT VARIATIONS-CORRECTIONS

8
\/\/\/\/\,\ MINOR
A
c
A G
MINOR-
INVERTED
-]

c

FLATS

In a zigzag the pattern is
5-3-5; in a flat it is 3-3-5,
This gives the "flat" correction
a level appearance - and its
name.

Examples of this correction
are in this Figure 56, An
example is marked in Figure
24,, with a "zigzag" also
marked for comparison.

INTERMEDIATE -

INTERMEDIATE -
INVERTED

A MAJOR

MAJOR -
INVERTED

FIG.D7
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ELLIOTT VARIATIONS - CORRECTIONS

/) IRREGULAR
‘A TOPS

/ ¢ N\

\v/\\\ MINOR
A

IRREGULAR

"Irregular corrections' are distinguished
by the height of the ""B' wave, which
advances to another top higher than the
orthodox top ("O. T!).

Since the correction makes a new top,
it is also called an "irregular top'. An
example is the 1929 peak.

Normally "C'" terminates below
the bottomn of "A", Liquidation
in the third or "C" wave is usually
more inteasive than in the first
wave.

AN
rg ® '} INTERMEDIATE

{In the larger and more important
corrections the "C'" wave may
consist of three smaller five-wave
sets.)

FIG.D8
98

ELLIOTT

VARIATIONS - CORRECTIONS

TRIANGLES
&
\ i Triangular corrections have
“@/ five waves or legs each of which
Al has no more than three lesser

waves. In the small triangles
the legs can be single waves.

Triangles are found in the
fourth wave of a five wave
movement - exclusively. They
form the base for the fifth wave
or '"thrust".

One of the boundaries of a
triangle may be horizontal. The
fifth leg may terminate within or
outside .of the boundaries.

Triangles have been as short as
seven hours (a short example is
o/’ in Figure 59.) and as long as 13
years. A.Hamilton Bolton
has outlined a 21.year triangle
in his analyses.

FIG.D9
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ELLIOTT VARIATIONS — CORRECTIONS
-Dow ndustriols - Hourly Data -
Jones | y COMPLEX
140 +
//
"A small triangle agpeared in the hourly record ,’ .This group inclufies. some
L in October 1937 (it) signalled an immediate . 6 . final complex variations.
acceleration and ext¢nsion of the|downward . 2 ’ In the words of Elliott: "The
movement; the dyngmic Octobed 18-19 'panic' R4 \/\/\/\l DOUBLE THREE rhythm of corrective movement
followed. " R.N.Eliott 6/28/[39 S T 3 85 7 is the most difficult feature of
= 4 the wave principle. "
’
i ’
2 4 6 810
I 7 % TRIPLE THREE
/
i e '3 8 7 9 1
N
135} | 3 o 4 6
A
- . t
. | 3 5
» . 2 7
THURSDAY FRIDAY SAT x / 2 rDOUBLE THREES
- 10714737 10/15/37 10/i6/37| 10718737 J i 38 7
/ ( MIXED-UPWARD &
N DOWNWARD
130
FIG.D10
FIG.D1!
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Elliott had some problems in the application of his
principle. Many of his turning points were debatable; his
wave patterns tend to proliferate into variations.

The selection of turning points is crucial. You can
identify almost any pattern if you select the proper turning
points. If a filter is applied, some of Elliott's waves appear
to be quite light, and he seems to have missed some
important turns.

Another problem is the division of waves into subwaves.
You can divide a wave into almost any number of subwaves,
if you make the subwaves small enough.

We have tried to read Elliott's mind, from his limited
writings, in order to develop a basis for measured analysis.

(1) In the breakdown of waves into subwaves, the first
and most promising line of attack is a study of Elliott's own
examples. The turning points that he used have been
tabulated, using the method outlined in Appendix B.

(2) A second line of attack is a study of the "basic
Ellliott" chart in Fig.Dl. This chart outlinés a complete
cycle. If you will count the number of waves of major
degree, intermediate degree, and minor degree, you will find
the following:

Major degree: 8 waves
Intermediate degree 34 waves(4.25 as many)
Minor degree 142 waves (4.18 times as many as

in the intermediate degree)

Using this as a guide, we counted down the rank of
turning point evaluations:

filter: number of turning points:
80% 4.0
40% 10.
20% 44,
10% 170.
5% 540.

The frequencies in the Basic Elliott chart of 8,34 and
142 are similar in proportion to the actual count in the
selected groups of 10,44, and 170.
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(3) A third possible approach is based on Elliott's
statement that "a wave is divided into waves of the next
smaller degree." If waves (or turning points) are ranked in
any given period of time, from the highest filter to the
lowest, and the rank is scanned downward, you will find at a
certain point that the waves are parts of preceding waves.
This is evidence that you are moving into a subwave
classification.

For example, the ten most important turning points in
the period 1928-1962 are the following:

Rank: Date: Filter:

(1) 09 03 29  829.00

(2) 07 08 32  829.00

3) 03 06 37 109.29

(4) 04 28 42 109.29

(5) 09 08 32 60.85

(6) 02 27 33 60.85

(7) 03 31 38 60.42

(8) 11 10 38 60.42

(9 11 13 29 48.00

(10) 04 16 30 48.00

You will find that numbers (7) and (8) are, in time,
between (3) and (4), and evidently form a subwave. Numbers
(9) and (10) are between (1) and (2) and evidently form a
subwave. A similar method was used to check the other
groupings.

The three approaches outlined above were combined and
cross checked to yield the following filters to help in
classification:

Filter: Elliott Wave:
Cycle 80 LILIILIV...
Primary 40 A,B,C,D...
Intermediate 20 1,2,3,4...
Minor- 10 a,b,c,d...
Minute 5

For more details, see "Elliott Wave Principle" by
Prechter and Frost (App.J)
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Appendix F

--Dow Jones Industrials, all swings over 5% -
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Appendix G

ELAPSED TIME CALCULATOR

o:): DAY OF THE VYEAR
MONTH MAR. | APR. MAY JUNE JuLY AVS. SEP. 0GCT. NOV. DEGC. JAN. FEDB.
| [} -1 [ ¥ ] 93 123 (-1 188 218 248 276 307 358
2 2 33 63 o4 124 188 §.1} 218 247 217 308 339
3 3 34 L) 95 128 188 187 217 248 278 309 340
4 4 38 6s 1 1] 128 187 o8 218 249 79 310 341
8 8 36 [ X ] 7 127 158 189 219 280 g00 3n 342
] [ 37 67 1 1] 128 189 190 220 28\ 28 3t 343
k4 T 38 [ ]} 29 29 160 191 221 2582 1113 313 344
[} 8 39 e9 100 130 181 192 228 283 283 3ie 348
] ] 40 70 101 t31 162 193 223 284 284 318 340
10 10 41 71 1o 132 163 194 224 2886 268 318 347
N} “ 42 72 103 133 L2} 198 228 141 (¥ 1 317 348
[} e 43 73 104 134 168 196 226 287 ge7 310 349
3 3 44 74 108 138 168 197 2e7 258 geeo 319 380
14 s 48 T8 to¢ i3e 167 198 1 31} 289 209 320 381
18 18 46 78 107 137 188 199 2e9 260 2 90 3zt 382
e [ 3 47 17 108 138 189 200 230 2¢1 g9 322 383
17 [ 4 40 78 109 139 170 20V 231 262 [ 314 323 384
18 18 49 79 Ho 140 171 202 232 263 293 324 388
1] 19 30 [ X " 141 72 203 233 264 294 3es 386
20 20 81 LN ne 142 173 204 234 268 298 328 357
21 21 -3 3 oe 13 143 174 208 238 1 1} 296 aer 380
22 22 83 3 e tea 178 206 236 287 297 3ze ase
23 23 854 84 "ns 148 178 207 237 268 298 329 360
24 24 88 88 e 140 (ka4 208 g3e 269 299 330 3¢l
28 1 2.3 38 a6 ny 47 178 209 239 270 300 LR 2 1Y 1]
geé g6 87 a7 nse 148 179 210 240 271 301 332 363
27 27 38 LX ] e 149 180 et 241 272 3o¢e 333 304
28 28 59 [ 1] 20 180 181 2ie 242 ers 303 334 368
29 29 60 90 el 18t eg 213 243 L74 304 338 368
30 30 et L1 teg 182 183 214 244 78 308 338
31 3 o2 183 184 248 308 337
To find number of doys beiween two dotes: Exampie: April 24,1962 to Morch 12, (964
(1) Put down 388. for eoch Feb.28 possed over. ) + 365 (For Feb. 28, 1963)
(For o leop year Fed. 29 use 366.) + 386 {For: Feb. 29, 1964)
(2) Add  "Doy of the year® for the second date. @ + 12 {For Morch 12, 1984)
(3) Subtract “Day of the year" for the first date. 743 {Total)
(4) Remainder is the aumber of doys betwesn the two dotes. (3) - 88 (For April 24,1962)
(4) [ X X ] {Elopsed time in doys)
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‘PRICE

100 —

90 [—

60

50 [~

40

30 —

25—

20

[EARNINGS |

PRICE /EARNINGS
CALCULATOR

EXAMPLE:
PRIGE = $ 60.

N
N

N
N
~

~

EARNINGS * $4.00

ANSWER, ON

MIDDLE SCALE:

PRICE/ EARNINGS = 15.

FOR PRICE SCALE
SCALE AND EARNINGS SCALE BY TEN.

FOR PRICE
SCALE AND

COPYRIGHT

SCALE OF

S 40

OF 100-1000,

| PRICE/EARNINGS

100
20

80
70

60
50

T 1 1T

T

°N 30

a 0 ~N®Ywo

]Ilvlvlvlllll'l,;l’ll!ll!ll"vll'lllv!l

4

-1

MULTIPLY BOTH PRICE

1-10, DIVIDE BOTH PRICE

EARNINGS SCALE BY TEN.

1959
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-YEAR TYPE LETTER-

Go down column to first three digits of yeor
then across to column of fourth digit,
and obtain Year Type Letter.

2

175

176
177

178
179
180

181
182
183

is4
i8S
186

187
68
189

190
191
192

Z0cMZBME|» TO|r>» ~lor ojw
omio®Wom apoomoeowm olmoe »|o

193
194
195

|

196
197
198

199
200
201

202
203
204

205
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QDOMMPODOMO|IPOOMODONOIDOMTMBPDEO|oOoN oo |-
TOXMNMZOCMPPITOroIoroToxMMZ2oecm2owlem

OF IO XMNZO-SMEPI-—OrM|>P-0Iroxiox"jzo x{"2 ola
MOPOOTMAIPOMMP I OMO DOM P>»OI0OMewo Moo oln
P T OoOroeT0oXxMN20cmETrpceMEBP>»P ~Olrozor olz o x|lo
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Appendix 1

CALENDAR:--

1753 -2059

TO USE:

FIRST: OBTAIN YEAR TYPE LETTER
FROM OPPOSITE PAGE,

THEN FIND MONTH,
GO STRAIGHT ACROSS TO YEAR TYPE LETTER,
THEN DOWN TO CALENDAR.

\snruwnr-'s

S MTuW ThF S

S M TuWw ThF 8

JAN. 31/ E L (6 N|DK |[A H|[GC v |B I |F M [3dJAN,.
FEB2s2s B 1 |D K|[A H|E L|6 N|/FMIC J zastEB.‘
MAR.314/B H|D J|/A N|E K|G M|F L IGC 1 {3 3.6 MAR.
APR.304d F L|A NIE K|B H{D J|[C 1 {G M |304APR.
MAY 3t4/D JJF L|C I |6 M|B H|A NIE K |3d MAY
JUNE 30/ A N[c 1[6 M|D J|F L|E K|B H|[30dJUNE
JULY 30/F L|[A N|E K[B H|D J |C 1 |G M 314 JULY
AUG. 312/C 1 |E K|B H|F L|A N|[G M|D J [3.4 AUG.,
SEP. 20¢/6 M|[B H[F L |G | |E K|D J|A N/l3d4SEPR
OCT. 3d]E K|G M|D J|A N!G I [B H[F L 3.4 OCT
NOV. 30a/B H |D J|A NJ|E K|G M|F L|C | [300 NOV
DEC. 3214/G M|B H|F L |C | |E K|D J|A N34 DEC
r e / N N /\L
4

S MTuWThF 8

I 23 45 67
8 9 101 121314
IS 186 17 18 (9 2021
22 23 24 25 26 27 28
|29 3031

12
3 485 678 9
10 11 12 13 14 18 16
17 18 t9 20 21 22 23
24 252627 28 29 30
34

EXAMPLE:
JULY 4, 1776
YEAR TYPE: H

123456
7 8 9101 1213
14 15 16 17 18 19 2
2) 22 23 24 25 26 27
20 29 30 31

123 4585
6 7 8 9101112
13 14 1516 |7 1819
20 2} 22 23 24 252
27 28 29 30 31 j

T

S MTuWThF S

1 2 3 4
5 6 7 8 9 1011
12 13 14 18 16 (7 18
19 20 21 22 23 2428

N

26 27 28 29 30 3|

SMTuWThF 8

DAY OF WEEK: THURSDAY

1 23
4 567 8910
112 13 14 15 1817
18 19 20 21 22 23 24|
25 2627 28 29 30 31
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16 17 18 1920212
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