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PREFACE

The preparation of this Course in twelve lessons, or 3tudies, on the tech-
nical approach to successful trading in stocks, comes in answer to a definite
and insistent demand from many students for assistancs in sStock chart work and
market analysis.

Some orf thess students ars new to the gams, Yeginners ana wish seriously to
prepare themselves for an activa market carser, or who want %o Study it thorough-
L7 before deciding to enter it actively. Ancther large group is mada up of Thcse
who nave had more or 1293 experisnce in the market, trading on aitier their own
"hunches” or this advice and tipg of others, ard nave ccme S0 rsallize that 2 great
deal of money can %e made in the market but ot by alt-cr-miss msthods, and cer-
tainly not by following biindly the lead of others.

A third zroup consists of experienced and often very successiul traders ad
investors who know the importancse of corrTectly evaluating the technical side of
the market in order to tixe the!lr aorerasicns for maxizum Dprorfits.

Ard, finally, thers are always these individuals who ars seeking an easy
ey, a magic forrula that will Sake them to riches without erfort.

For the class 1as% named this Course (3 definitely not intended. There !s
no "magic zey" to stock market profits. The founder of the Schabacker metheds oL
technical foracasting in his many years o2 resgearch, with the facilities or large
financial and (nvestizative organizations, tested literally nhundreds of "systems”
and Zormmlas - not only on paper but in actual mariket operations - and found 2o
dependable short cuts, no systems that can take the place of carsful, constant
application of the principles of tachnical aralysis,

(I% may well be sald at this point, however, that research along »romising
lires has never stopved and never will. Thls scisnce 1s not static, though the
fundamantal law of supply and demard which it 3eeks UC Iintarpret can aevsr bs
repsaled. {3 Courss today incorporates several ampllfications and rsfinecents
whica have coms timwough the "acid <agt” 3ince it was £irst organized.)

S0, %0 %h2 hoperul 39eKAr 20r an 94sy answer, We can say only this:- You
will gat out of this study only what you ars willing o put into it and continu
%9 Put into 1% for 23 long as you trade in ths security markets.

3ut the earmest gtudent of <ie acience nesd have no misgilvings., Ivery er-
Zor= hag been made - with reasonabls succeas, e Haliave - To make sach point and
aach method saught nersin clear sc understand and thoroughly Jractizzble. loa-
Jilcating and, in 3cxs cases, rignly Juslicized Theories wnich axmausTive Tasts
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have shown to offer results not commensurats with the time and expense thair
practice entails, have been avoided. Instead, the 2affort has been to axplore and
to teack the basic principles and the methods which any man can apply {n nis
spare time, and without the necessity of paying to otisrs a continuing toll for
gtatistical or advisory services.

In brier, tals Course i3 <4rganizad to 3erve the average man wno can davete
amly an nour or so a day, and perhaps cnly i faw hundrad dollars, To 213 Iarkern
opsrations, as well as the professional full-gime frader,

Als0, it hag heen our endeavor %o make thie studsant Irdependent in shought,
For {% is unquestionably true that n0 zan has aver, aver any period of tims, rads
ard Xept gtock markst profits unless he nas develcped the cqualitisas of ndepen-
dent ‘udgment and action. This course of study 1s desizgned to enabls you to sSee
the opportunities for yourself, %o dscide the questicns orf "whac” and "whan" ar
yoursel?, and then to act with confldence.

Ths average man of intslligence who brings soter study and application =¢
his maret analyses ~an - a3 we have ampla proof - find degendable rzrorfits i the
srtock market, year in and year out, tarougn Bear zariats as well ag Sull. e
will 10t suffer the orippilng losses that came te thousands, !neredibly enougzh,
even in the wilid Bull markst of 2929-29. And 218 will discover <The intaresiing
sruth that tracding in stocks is the one and conly business activity In which xoney
can be zade ust as well in times of genera. dusiness dscline as durirg nacm
pericds,
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sTupY 1

Definition of a Stock Chart

There 13 perhaps no bhetter way to begin a discussion of stock charts than o
agree on a definicion Zor them. A stock chart 18 a pictorial rscord of tha trad-
ing history of any 3tock o g:'cup'c: guoeks, T™is s a jper?actly sinapls dafini-
tion of owr subject yet {i{ ts general encugh tc ccver all or the many charts,
plctures and formations which we shall dlscuss In 3ubSequent pages.

A 9tocX charw may concelvably e g0 3impls a thing ag the plctura of the
closing price of one stock {sgue on the last trading day c¢f each year for only
five or ten years. The picture would not mean a great deal, yet tachnically it
would fit {nto our definition. It would be a pictorial record of the trading
history of this stock. I% would bes a stock chart. It would dilfsr only in de-
gree from the most completa, most detalled and painstaking stock chart that we
night constrict.

An “Acvanced Course”

For the purposes of this study (s will be nscessary to assume that the
reader i3 quita famillar with stocks, #ilth sSscurities in general, with the theory
and practice of open-market trading and with all orf the myriad tachnical datails
covered by our term "trading aistory." To thls extent our present stucy '3 soms-
what of an "advanced course® {n Stock market overastion, and {% 43 only 2ialr ta
suggest that fundamental3 of the market be studied and mastered Sefors undertak-
ing to heneflt from this course. *

Reyond this introductory gZeneralizagion, however, it shall he our constant
and continued aim to be as certain-as possidbls shat cur thought L3 made clear Yy
gimplicity of larguags, by constant stressing o2 ixportant poilnts, »y ayriad
examples and even by possibly tiresome repetition. And it will peraaps be lecss-
3ary to request the forbearancs and indulzsncs of cur "wrighter pupils® or zore
axperisnced rsaders (£ they 2ind us ajpparently 7e8rging on "ccmplaeta recall” in
ardar £o0 be certain of rull undsrstandiy

AS an exampls of this pessible Zault we ar9 constrained o return for a Zaw
nements to a Tore detailed examination of owr intreducsory definision of stack
charta. The sStock chart 18 a pictorial representation of any stock’s "trading

igtory.” In the study of stock char+tg we ars 1ot primarily interasted in

» Refer =0 "Stock Yarket Thecry and Practice” By 3. V. Schabacker, Porbes 2ublishing

Company, YNew Zork, N. .
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anything but actual trading, -- that i3, the record or result of ths orderly buy-
ing and selling of any i3sue in the course of actual trading on any open .markst.

Pure Technical Action

We are not interssted, for exampls, Iin the company behind the stock which
We are Itudying. We d0 1ot care, for our {mmedlata purpose, whether the corpora-
tion manuracturss mousetraps, tinl cans, lICOomOotives or alumimim toothpicks. We
are not rarticular as to whether it 13 an industrial, a railroad, a utility or a
what-not. Tecimically <ho company behird the stock might aven be in receivership,
#lth LTS plant shut down entirely and making nothaing at all., For cur primery
purpyose of charting that steck 1t would make no d4ifZerence, 30 long as the 3sTock
{t3elf contimued to enloy fairly active trading in sore orderly and well regu-
lated open market security exchange,

The reader must not get the Iimpression that such fundamental factore ars un-
important in trading, in aralysis, in forscasting., They most decidedly are and
they most decildedly 3hould be taksn into serious censideration #en studying any
3tock Gr any stock chart for practical purposss. 'Wa mersly assert that the stock
chars 1tself has nothing %0 do with such furdamental Zactors. 1t conecarns itgel?
3o0lely with the stock’s actual record in open-zarket trading.

Fundamentais Reflacted in Tachnieal Action

Ta the record or 3uch trading all of these many ard variad fundamental fac-
TCrs are brought %0 bear, are evaluatad and automtically waigated and recorded
in net balance on the sTocK chart.

The trading !n any stock 13 largely the result of the ifnfluence these funda-
mental factors has had on sach buyer and saller of 'each share of 3tock. The
8tock chart is a pictorial record of such trading, so that L%, in 1tsels, is a
reflsction of all those other factors and, from 2 tursly techntcal standpeint,
need thersfore concern {tsslf no further with such fundamental congideraticns,

Stacks Eliqgible for Charting

And, incidentally, sincs a stock chart is mesrely 2 record of rtrading, it
f0llows that any stock 1s eligivbls for charting whisch snicys a <rading markesw,
Any stock, and for that mavier any articls or service, which i3 Bought and sold
for a publicly liisted price, can Y8 charted, Fcr practical purposes, we shall
See later that {n ordsr %o b8 a valuable sublect for study a 3tock should have
a free and open market, and an active markst, but the fact remalng that any
traded stock can e jictorialized in a 3tsck sharet.
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And in 1ikes manner, according to owr definition, a stock chart may be con-
structed 7or mors than one stock at a time. Any number of sStocks may be included
in a single stock chart though the clearest rasults are obtained by averaging all
0of the component atocks or figures into ¢ne 3eries and thus making the chart {n%o
a composite picture which looks-like the record of trading in merely one stock,
but, in reality, i3 the composite result of trading in a great Iany stocks com-
bined. Such composite charss on groups of 3tocks are callied "averages'.

broceeding Zur<iaer with our definition of a stock char®t we note that (T is
orimerily "a pictortal record.” A stock chart then (3 3 plcture. One of the
=03t 3irple and seasily understancable advantages of a stock chart !s that Lt
presents a picture at any dasired Instant of stock history which has covered many
months or years and which, {1 the absence of the chars, 1%t would take zany hours,
or even weeks, of diligent research to producs.

The Plictorial Aspect of Charts

Since the stock chart 1s a history of trading it finds its prizary hasis of
construction in actual trading, and in the ynits of such trading. The moST CONl-
zon and accepted trading place in stocks L3 the New York Stock IZxchange. The re-
sults of <trading on that axchange arse primarily recorded in broksrage offices
shroughou% the country tirougl tke medifum of the stock ticker. 32ut for many ap=-
parent and practical reasons the majority of people interssted in such trading
ars nct abls to be in personal attendancs to watch the trading record unfold (t-
gel? in a brokerage office from 10 0 3 o’clock each day. The newspapers and
other periodicals and services bridge this gap by reporting dally cthe resulis of
such srading. Any person inwarested in she 3tock zarket, thsrefore, may save
approxizately five hours a day by examining mersly the total results of the day’s
trading.

Ju3t as the newspapers save time and erergy by surmarizing stock trading
each day, so the stock chars goes further 12 {ts servics bty saving days, weeks,
months and ysars for the intsrestad student. I£ he wishes ©0 rsview the past
year ¢f trading nistory for any stock without reference to 2 charst, he Iust 50
Back over the newspapers for rTore than 300 days or, at hest, als own recerds sun-
marizinz those 300 days of trading. BSut if he takes advantage of <he services
orffersd by the gtock chart hs zay save all thls sime and efIort. AT a glance ne
may have before him the complete rscord of the past year’s calily :raaing & any
particular stock.

Charts 3s the “Complate Memory"

Sven if thers were 10 gsavinrg of time and erffcrt, stock charts still retain

T

their greategt advantage, howsver, whichh 3 one o cemplete zemory. I2 the
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ind{vidual were satisfisd to spend his preciocus hours poring over =hs written or
printed record of the past year’s trading in any stock, as presumed above, he
would still be under a terrific hamdicap.of trying to remember the characteris-
tics of February trading while looking at the record for October. Unlsss he had
an almost supernatural memory he would have to be constantly referring from one
period of time £o another in ordsr to make any complate order or analysis cut of
his research.

But 1f he uses a chars of this stoeck, now much simpler Is his task. Hers is
o2 picture, berore nis syes in dlack and walte, permanent, acgurate, oompact, —
ta Tery victure which, without zhe chart, ne would %22 =rying nazily £o Tecodllaect
Or construct in mental (wmagery.

The stock chart’s chief valus, thersfors, grows ocut of {ts teing a "pictortal
record” orf trading nistory. Because it i8 a Dicture the 3tock chart makes the
Dast higtory of any issue an open book, simple, easy to read, easy to study. Iss
use bdrings advantages 3similar in practical result to the telescope, ths X-ray,
the elecrric eye and other modern davices wiicn save S0 much Size and energy in
fundarentals and details =hat they make Dossible the transfarsnce o2 such 2nerzy
into <the more productive chamnels of study axd research.

Taechnical Chart Action == Tha New Sciencae

And this thought bdrings us naturally to by far the greatsst practical advan-
tage of the stock ckart. 3ecause (% makss the groundwork of fundarental co-ordi-
nation of fact3 sc easy, SO simple, so readlily grasped, 1t leads naturally inzto a
zore detalled study of the phenomena which Lt pictorializes, — the actual resulss
or the trading history pregented, the pattern3, the rules, the characteristics of
bashavior; Iin shors, 1t leads to a new 3cisnce, -- The 3clencs of <achnical chare
action.

Tachnical market action 1s that aspect of analysis which i3 baged upor che-
nomena arising out of the narkst iTsell, to tha exclusion of fundamental apd all
sther factors. In fac%t, technical actior may also be explained as msrsly the
antithesis of Tthe fundamental considerations. Ihe fundamental aspect of mariket
analysis lays specifal stress upon such factors as the sorporation behind the
Stock, 1t8 busiress, 1ts prospects, !isg past, oresernt and future 2arnings, its
salance sheet, i{%s financilal strength, the quality of Lt3 menagement and so cn.
Pundamental factors include the dividend rate of the stock In questicn, Lts
capital ization, its yleld, 1ts distribution and countless otier factors which =may
nave direct or indirect bearing upon tie intrinsic worth of ths stoek, upon its
sheoretical Prics, upon what the indfvidual may think Lt shculd sell for, or upon
e trie va’ue 97 <hie Issus (N cuestion.
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Such fundemental factors are highly important and must be taken :into careful
considsration by the investor or trader. 3But they are not the technical factors
which we are about to study. The technicazl factors are what might be termed the
residuur ¢f the total sux of all aspects bearing upon the probabie merket value
of the stock, &fter the more apparent and fundamenzal factors are elimimated.

Technical vs. Fundamental Factors

When we have Zinished cur Zundamental analysis of earnings, financlal
strength end all the rest, there 1s still something left to be censidered with
regard tO the future price at which any partiguiar sSteck may sell. That finel
consideration has to do with technical market action.

Realizing the presence ard the importance of this "other factor® makes 1t
more simple to analyze it. We have defined technical action as the phenomena
arising out of the market 1tself, That market {s nothing more than a group o?f
tuyers pitted ageinst & group 0f sellers. And it stands clearly to reason that
in any oper. market 1f there were more Sellers than buyers, Or more shares of
stock for sale than for purchase, ther the quectations or prices for that stock
would decline.

Curs not To reason why there was more Stock offered than the demand could
sustain. Ours merely to detsct the technical fact thet there were more sellers
than buyers. Thnat was the important point, 2or it meant the stock was going
down, all fundamental £acstors to the contrary notwithstanding.

Such considerations form the basis for our statement at the beginning of
this chaprer thet stock charts, and thus also technical action, take no consider-
ation of fundemental factors like earnings, management, balance sheets and so
forth, in thelr primevy anelysis. We shzll see later thet Zundamentals are
highly important acdjuncts to the study of technicel actiop and are, in many
cases, more izmportant for the leng pull than are the temporary technical as-
pects., Bur in our introduction o the sublect end for cur basic understanding
07 STOCKX charts we rmust realize that in themsSelves they completely ignore Ifunda-
merntals, -~ in fact they corpletely ignore everything except technical marke:t ace-
tion, the belance betwesn buyers and sellers, the bYalance between suprly and de-
mand Zor any Stock ¢ group 02 STocks, -~ 1n short the phenomena arising out of
actua>l trading, per se, in a free and open merket.

Rezsons for Contrary Technical Action

Perhaps it 13 too mysterious and suggestive of legerdemain to intimate That
we need not qQuestior why a stock suddenly declines on weak technical action just

5=
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when its fundamental aspects appear the sStrongest. There are many possible rea-
3ong, but they artse, like the tschnical action itself, primarily out of the
markast,

Speculators may have bought the stock months agoe in anticipation of the de~
velopment of these favorable furdamentals, ard as they appear the Speculators
38ll ocut and take their profits. Perhaps a group of powerul ‘nsidsrs, or of-
flsilals o2 the company, nave loacad up tco 2eavily with ths sTsck. Perhaps they
alize that the fundamenral situation 1S not as strong as the news wakeg LT ap-

« Thers are any number of reasons why the tachnical position zay Ye the Gp-
osite of the fundemsntal position.

The {mportant point :s that wen they are.at variance, the ftechnical pos:i-
tion wins out, since 1T {3 closer to the market, and ths open market s what
makeg gtock prices move. At least the technical position wins out immedlately,
aven if only temporarily, and the tachrical postition 1S thersfore Jore 1mpIrsant
than the fundamental position for the short-swing trader or speculator who s
looking for nis profit from the current price movement of the stock and s not,
like the iavestor, buying to put away for the "long pull.”

Although through the mediumr of stock charts we can gst a detter judgmsnt cn
the technical positicn of she market at the moment, that technical position is
constantly changing and 13 subject to very rapid and substantial swings from very
gtreng %o veryweax In a.fsw days or even, at rare Intervals, in 3 faw aours. It
takes practically 10 time at all for a huge 1ot of tuyiag or selling to coms inzo
the market and such events are reflactad (n sachnical action and lend them-
sSeives to charty analysis.

Tas fact 13, however, that technizal actioz doss not gsrerally changs so
rapidly and, having determined whether the technical pogition 13 strong or weak,
we ars a little ahead of the game already, bhecause ths Technical jogition 18 the
factor which is zoing to influencs prices sithar up or down not yesterday, or
sven now, Mt in the futurs, sven thougn it bde only the immediate Juture,

Technical positions do not genserally chiange rapidly unless fundamennals
roceive a tarrific impulse which 13 g0 3trorng as to overcome the "statu
quo” tetween supply and demand., In the gensral run of affairs a strong
technical position will <ake days, weeks or morths %o build i33elf up,’
~N1lZ have Its strong effect for zonths, and chen will <axs acddiviomal
daye, weeks or months finally to exhaust {tgelf and switch %o the op-
J0sSitas state of weak tachnical D2osition. Juring all This gradual change
market profits are availabls cthrough preoper analysis of the ctechnical $it-
uation,
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Summary of the Technical Approach

To summarize our introductory discussion, it 18 not encugh to kiow the fun-
damsntal position of atocks, We must also know their tachnical position. For
the short range, tachnical considerations ars aeven more iwportant than fundamen-
tal statistics, but "the compleat angler” will kncw both. Fundamental considera-
vions are eagy for the average student. Tachnical agpecta are not so easy Cr 3o
certain dut they ars reduced =0 Iomewhat 0f 3 Sclence by the study of svtock
char<s.

Through the medium of stock charts we may arrive at a better urderstanding
of the Dhenomena whica attend the gradual but constantly shiZting balance o2
power between 3upply and demand in the stock markst.

The Introductory Warning

Ths following leasons ars devoted to such a study but In a 3pirit of bdroad-
mindedness and comservatism which 1+ 13 highly lmportant that the reader should
shars. If thers 1s one generalization about the whole subject of stock charts
wich we may suggest at the very introduction of owr study, It I3 the definite
caution that the rsader be skaptical of a.ny.a.pparant]y "sure thing." This may
sound like a poor anticlimax with which to open such a gtudy ut we do so with
well-woighed Zarethougat.

'Wo ars most dafinitely a firm bellever !n the usefulness of stock charts and
their high value in delireating the tachnical pogition of ind!vidrval stecks and
.the general market. 3Jtock charts are, in our opinion, the zost impertant single
ald in forecasting future price movements and we constantly stand on the re-
iterated premiss that <hay are an absoluta necessity for successful stock trading.

Bewars of Early Presumption

But {t i3 this very falith in the efficiency of stock charts that leads <o an
Introductory warning against ovar ccnfidence and mistrust. Thers is nothing like
ths thrill that comes to the teginner when he once cOmMences 5o master the rudi-
mentary principles of chart reading and sees nis 7irst faew forecast analyses sum

out corractly.

The greatast dangsr for ths begimmser lies in Just this prizary awakening to
the value of nis study. With his first faw successes Ze 1s llxely <o :istaxe a
probable forecast for a certain one, %o Yecome overcom’ldent, to overtrade, amd
suddenly f£ind himsself involved in a2 disastrous quagmire of heavy losses and, what
13 perhaps more important, in a xopeless state of indecisicn, mistrust, skepti-
c¢ism, and bitTter disappointment.
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No Easy Road to Prorits

There are litsrally thousands of unfortunate examples in our £iles and In
our acquaintance with students who became inow-it-alls -in the first blush of
their maiden Success, -- whoge cupldity was g0 sharpened by the early realiza-
tion of the basic valus in technical analysis that they rushed headlong into
the pitrfalls of chars reading and chart trad:ing withcut displaying encugh pa-

{sance and forhearancs o complate their study and Jerfsct their icwladge of
basic principles,

Ths readsr may 2@ certain that all of the principles sduced ‘n ths follow=-
ing 3tudy of stock charts and tachnical action are censidered valuable or !m-
portant, or they would not have been Included. 3ut ths reader may also be juat
as certain that none of those principles are guaramteed to be 100 per cent in-
fallible. We have been able to fird, though scmetimes with difficulty, excep~
tions to practically every formation, to practically every rule. Furthermore,
we kaow 0f no practical rule of stock ckarts or stock trading which may not,
upder certain conditions and at certain times, have such exceptions,

8y no means the least important aspect of 3ucceesful chart reading and chars
trading,. tharefors, {3 the early detection of such axceptional cases, the almest
intwitive, subconscicus suspicion of certain formations and, above all, the
ability to avold or limit loss on such exceptional sitvations.

We have endeavored to suggest mathods for attaining this happy stats hut, {n
the last analysis, it comes generally from long study, Irom long sxperience and
from long Zforesizht; and ths greatest of thege Is the attitude which we are at-
tempting o fosSter in thesge paragraphs, -— that of 2 healthy skepticism %oward
all rules, a scholarly spirit of conservatism and humtlity in the race of a great
and valuable 3cience and a conservative hablt of action iz all practical markst
trading.

Newspapers Which Publiish Chares

Bublic and professional interest in stock chart3 has Increased 20 rapldly ‘n
recent years that the demand has led to a growirg 3upply of sourcses Irom wiich
Stock charts may be purchassd ready made. Iven some of the newspapers have tegun
%o publish individual stock charts, either in continuous seried or zerely from
=ime to Time. Regular publication of stock charts in the newspapers is still
confined gensrally, however, %o the printing of "averags char+ss," or charss show-
ing the pilctorial history of lead:ing gtock groups, rather than individual issues.

Among the New York dally newspapers which publish average charts regularly
are thae New York Jaily Investzent Vews and the Wall Street Journal, The Wdall

-
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Street Jowrmal publishes daily an up-to-date record of {ts own averages of 30
ratlroad fssues, 30 industrials, 20 utilities ard 40 bordsg, in 3separate charts,
and 13 the most valuable daily publication for the perusal of charts already made.

The New York Daily Investment News publishes the long-range dally chart
record of a well-imown averzage of 90 stocks, Most of these averags charts also
carry the daily voluxe of 3ales on the New York Stock Sxchanga.

The New York Herald Tribune publishes avery morning the picsiure up to the
previous day’s closing of i%s own, highly respected averags of 100 stocks, The
Yew York Times also prints avery morning a chart of the Times average of £0 3tccks.
The New York Sun, among ths evening papers, carries n !Us final editions a chart
of its own average of S50 stocks., And most of the other metropolitan newspapers
0f conservative appeal publish from cime to tims charts on a variaty of Zinancial
and business trends as well as stocks.

Magazines Which Publish Charts

Magazinss nhave heen a littls slower in keeping abreast of pudblic interest in
sTock char=s but thers ars a number which carry regular charts on market averages.,
The Magazine of Wall 3treet, published bi-weekly, (3 perhaps the hest-xnown ard
carries 10t only it3 own average chars, in sich the prices of 2SS common 3tccks
are averaged, but a variaety of other fimancial charts as well, Forhes Magazine
publishes regularly a lorng-term char% of weekly ranges on the New fork Tlmes, ¢r
Amalist, average, showing for the past four or tive years the course of the
thrae Times serias, the groups (neluding 25 Induserials, 26 rails ard the SO in-
dustrials and rails ccombinsd {1 a single (ndex.

The Annalist, published weekly by the New York Times, shows these sams aver-
ages for a shortar space of time ard also carries a very lnteresting gerias of
camparative charts showing averages of groups of the leading stocks in practically
every important f1eld of incdustry. Barron’s, published weekly Dy Jow, Jones %
company, 3ffers approximataly the Same char+s which the Wall Street Jourrnal, pud-
lishad by the same company, gives daily.

The New York Stock EZxchange Bullatin, published montaly and sent Iree on ap-
pilcation, contains a great valuabls fww of statistical i{nformaction as well as
mary charts on a great variety of financlal and stock trends.

Sarvices Sefling Daily Charts

Such average charts are useful in gauging the trend of the general markst
but for the sincers student who wants o make real progress in chart arnalysis for
himsel?r 1%t is mardatery to have at nand charts on tndividual stock fssues, for
they are the fundamental Sasis or all stock chart scilence.
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The pilonser and probably best known publisher of ready-made stock charts Is
Graphic Market Statistics, Inc., i1l Stone Street, New York City (estab. 1919},
This £irm offers up-to-date daily or weekly (3%" x 1L") crarts of all stocks
listed on the New York Curb or Stock Ixchenges - daily back history bveing avalla
able from 19528, or date of listing, and weekly from 1929,

This concern also publisnes 4t ragular intervals, in looge-lsarl Hook fora, a
"Master Init" of over SO0 daily, weakly and montily sharts {1324 to cats) on 100
active individual stocks and the bettsr snown market averages. For the student
who wishes €0 follow a fewer xumber of stocks, a simiiar record ("set”) i3 alsc
avalladls Iin either of two groups of SO active gtocks sach.

Although datly, weekly and monthly charts are, when considered together,
very valuable tools in the study of tecimical action, those who prefar may obtain
separats 3gingle books of daily, weekly or monthly charts on aither of two stand-
ard lists of S50 stocks each.

Craphic Markst Statistics, Inc. also designs and constructs 5o order securi-
ty and commodity c¢harts of any siza, type or Jeriod.

Ready-Made Charts

Such services offering ready-wade charts probably fird thelr 2reetest sube
scription demard from banks, brokerage houses and other financial orzanizaticrs,
though the damard from individual subscribers has increased in recent years.
Thare (s no cbjection to the student of gtocg charts subscriding %o such Services;
in fact, #e adviss 't as the sasiest and quickest way %o zet a group of one’s own
Stock charts started.

A Supply of these ready-made charts can get the student cff to a mumming
start ror they give him immediately the dbackzround of past action lecessary for
the proper analysis of the current nicture as !t develops. From then on, however,
we advise the srudsent to construct his own charts. Es may contiaus to purchase
ready-rads charts if he chooses, perhaps as a means of Keeping n touch witl th
weakly or monthly picture on a larger mumber of stocks than &2 can conveniently
chart for himself each day, tut to rely entirely on ready~made charts encourages
a superficial attituds tcward She entirs subject. Ths method IS toc easy. This
may sound like the philosophy o0f an enemy of progress but the gvatement is true,
neverthelass.

Advantages of Making Your Own Charts

Purely from a psvchological standpoint, the student ~ho gats 3 new set a7
chartsg already made up Zor nim seriodically is almost certain To 7iew them Irex 2
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less important angle than the man who 1s under absolute necessity of making them
up for himself every day. Unless he is unusually gifted with determination and
singlenessa of purnpose the former 13 Zoing %o find himself presged for time some
morning or some svening and either skim over them without study, or put them away
without lookirg at them at all. He may return to his conscientious study tomor-
‘row but then again ae ;may not, and the first day of flagging interset makes the
next ons :that much easier.

But <he man who makes up his own charts (s i1 an entirely differsnt »sycho-
logical pogition. .Z-Ie Ty be tamptad to neglect hi3 work on them for one day nut
ne wWill soon 2£ind that 1t 1S too difftcult to "catch up® and he will make it a
regular rule and hadLit of his 1ife t0 DOSt up hig {pessidly "cursed") stock
charta svery 3ingls day.

Closer Personal Contact

Beside this psychological aspect, however, there !s amuch more practical ad-
Tantage %o kseping up ons’s own charts. That advantage emanates from Xeeping in
constant touch with each omne of them every day. The man who has his charts Se-
Zors him ready-made 13 quite likaly to skip over all but a few ¢f his temporary
favorites and thus falil to notice the dasvelopment of Iimportant profitable signals
in ths remaixder of his gseries.

Not 30 with the student who Xeeps his own charts, e is forced by the riger
of his undertaking to hestow a certaln amount of tizs on each individual chars of
his saries each day whether e 1appens %2 be sgpecilally inverssted in them all or
not. Through this foreced, but znone the less certaln, closeness of contact w#ith
sach singls chart the student wio makes hig own {3 much more likely to shilt hais
study and watchful atteation to differemt charts (n his series as each in turn
develope mors dafinite and profitable pictures through the course of tiws,

Numper of Charts Necassary

The first gtep for the stident who 13 zoirg to K3ep hig own charts i3 to
decide on the number he wants %0 X2ep and the irdividual issuss which will cop-
pose nhis fortlolio. For the averaze heglpner who 13 not yet certain that e
wants to give much time and effort to his study, a group of perkaps filteen or
twenty individual charts shculd be suffislent for temporary trial. For the
averags trader who xows 71e 13 deeply intaerested in chart study and technical
action a list of £12%y to 1C0 irndividwal charts i8 not too rany.

Atter a few months of axperience, wien the matier of kKeeping <he serlas up
to date has Yecome Something of a —outins matter the 3student will be surprised
with the rapid progress nha can make. Once in 2ull swing he should not nesd much
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over 46 seconds per chart. He should be able to f£1ll in a day’s trading history
on 10 charts in say 8 minutes, 50 charts in 40 minutes, 100 charts in S0 ninutes
and g0 on. If he 1s blessed with elther a2 wiZs, a secretary or a devoted what-
not who can read the nscessary figures off to him fram the daily papers, ths time
required can bte more than cut in half,

Selecting the Stocks

iz gelacting the individual 1ssues w0 te chartmsed, perscnal interast will
naturally play some part and the student’s "favorites" may dbe incluced., Other
thaings being aqual, however, ths zest active and impertanst stccks, like the "mre
ket leaders” lend themselves mors suitabdbly to chart study because they are most
active, generally fluctuate i(n more normal patterns, are more likely to be under
almost constant "street” interest, and usually show mors clearly the trend of
ths gZenaral markst.

It 13 also well to select stocks which have at least a fair-sizad nimber of
skares ocutstarding., Tuis makes for greater public interest, a more ready market,
higher a¢ti7ity and generally clearsr tachnical plctures.

The best results ars gainad in every way by setting asids ons particular
period of time sach day to maka up one’s chartg, preferably asither berfore the
market opens in twhe moraing or after it closes in the evening. The evening (s
bettar 318 2 ruls because more time car then be given to lseisursly study of the
rorzations, he proper program decgided upon and, {f actively trading, the bdroker-
age orders may be sent {n that svening by mail.

Whatever the time decided upon, however, it is important for ultimats suc-
cess that the same time be adhered to steadfastly and by ruls. There are so many
reesons, S0 many alibis, that can {nsinuate themsselves {nto the tims 38t apart
for making up charts that the program 13 almegt hovpelsss tnliess LT be made a
matser of irongclad ruls.

Chart Pager

T™e next step in starting one’s cwn portZolio of charts 13 to secure the
proper and necsssary paper. Thers is room for a good deal of latitude in per-
sonal taste wWith regard to this subject. Many char< students nave thelr own pet
Types and makes of chart paper and sSwear by nons other, (8t of the pro—
fessiomal services and char< makers use a looge-leaf binder with Daper
measuring about 24 by 12 tnches, but the averzgs individual should rine
swallsr sizes quite satisractory, say the staxdard eight and one-hall by
aleven inches,
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The smaller size has cartain important advantages over the larger gize be-
cause 1t takeés up less room, leaves less unused white space, can more easily de
carried about Iin a brisf cass and can bte more easily removed from the portfolio
Zor individual handling and study.

The chief advantage claimed for the larger size paper 18 that new sheets are
not needed 8o often but, whils this i3 true, there 13 also soms advantage to the
ghorter sheets which run ous more quickly. When this happens the price scale can
ba moved up or down on the new sheet 2o that the stock price rangs 1is .not 3o
likely to run off =he sheet nefors i°s completion with respect %0 tims, And, fcr
that reason also, 1% 13 practicable to use on tha smallsr sheets a larger pdrice
scale which renders more consplcuous the technical patterns as they dsvelos.

In any case, ‘t 13 nossible to put too much gtress upon the correct type of
paper. This 1s a minor matter for Jjust about any kind of paper will give sacis-
factory results aonce the student hecomes accustomed to using it and reading hts
own charts.

Co=ordinate Scaias

Abcut the only requisits for chart paper is that It must 28 ruled both
horizontally ard vertically; . 9., what 13 gensrally termed co-ordinate paper,
Up to the point of confusion, the more lines in aach diraction the detter., Some
gtyles orf co-ordinate paper have a dated vertical line fer each day cof nhe year.
This simpliZies keeping track of dates Hut 1t also distor=s the plcTure at tines,
£Or it means that a space must 2e left for regular and special nclldays when
thers 1s no trading in the stock' markat,

Plain, standard, unlettered co-ordinate paper with rulings or "screen” of
about 20 1lines to the inrch, botil vertical and horizontal, !s obtainable in most
large stationery atores ard will serve perfectly well for all ordinary purposes.
In our ¢wn work we have fcund Keurfel & Isser’s No. 388-17 mogt prectical or the
special sheets prepared for charting security prices; this comes ix the standard
8%" x 11" sizes, punched for inserticon in a ring dinder, and has {ts horizontal
gcale divided tn stxXThs =0 represent the six days of the normal hHusiness week,
and the vertical scale in eighths <o conferm with the 3tandard eighth of
3 point vprics differential in trading. Their No. Z88-17L has the same
scaling but measures 11" x 163", The Xeuffel & Esser Company publisnes
a varisty of other dgtyles of chart rapar and bdinders to fit which the
student may buy from <them direct I he wishes, and which ars descrited
in thelr catalcg of co-ordinata napers aobtainable on request frox thelr
ovn stores in New York or Ch<cago, or Irom <heir general offics at Hoboken,
Yew Jersey, '

Inscicuce op Cosmotogical Cconomics

WWw.COSMOECONOIMICS.COM



The Codex Book Company, Inc. of Norwoed, Mass. alsoc prints a large variety
of types ard sizes of co-ordinate paper, making a speclalty of stock chart sheets.

Constructing the Scaie

Having obtained the proper co-ordinate paper and dscided upon the {mdividual
stocks which (¢t {3 desired to chart, the nex:t 3ted s to construct the gcale., The
horizental lines on the paper are used to measure the price and volume, 3o trag
the aetual scalses for these factors will be on the vertical lines, preferably at
the left hand margin.

The price scale may be altered in rany ways and will dspend chisfly an she
size and ruling of the paper and on the axtent of the 3stock’s normal range. IZ,
Zor example, we are using a sheet of ordinary co-ordinate paper with 20 lines
each way to the inch, and 10 inches high vertically, evary inch, ar every twen-
tieth line, will generally be found printed in heavier ink to serve as a guidas.
For the average stock sSelling under 100 aevery heavy, inch, or twentieth, line on
the vertical scale may be a unit of five full Doints in the price of the stack.
Thus éach 3iagle lina w1ll be one-quartar of a full point and the sSmaller frac-
tional eighths of a »oint, will £211 half way between Two lines..

When commencing a new chart {t i3 well to glance back over she price rangs
Zor the past year and take the average price, say €5, as the pricé-mrk Zor a
hleavy horizonval line near the middle of ths pags cn the vertical scala. Tae
next neavy, twentiecth, or inch, line above will be 70, and the one below the
2irst entry of 65 will be 60 and so on, ag the vertical. Drice scale (3 fillad on
the left-hand margin, ‘

If the stock’s average range has been very largs and (¢S normal fluctuations
are #ide then a larger price sScale is !n order. Sach neavy, twentieth, or iach,
line may be marked to represent 10 points or even 20 points, making each horizon-
tal line across the shieet count for either a nalf noint, or a full point, respec-
tively. In such case 1% will be more d4ifficult t0 plot cthe fractlons c¢? a point
Sut this detall of exactitude 13 not S0 necessary for a 3arlsfactory picturs when
the Drice swings are so large.

The same general principles apply if ycu are using a gpacial Stock cha™t pa=-
per such as the K. & . 388-17. Fcr most 3tocks of average price ranga sach
heavy (eighth) line on the vertical sSczle may be marked to rapresent a full point
in the price and each light line will tThen represent one-sigath o} a point., For
3tocks with a wider swing or higher price, such ag american Can, A. T. & T., 2tzc.,
each heavy 1lins may represent two points, and the fine lines cne~-quarter of a
point; and Ifor very low-priced stocks with small swings, each heavy line may e
zarxed to represent only half a point,
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Plotting the Price Data

Having established the suitabls prics scale in the left-hand margin, the
price-plotting s simple. The dally paper furnishes the necessary data, =-
nigh, low, cloge and volume of gales. Plot the high, plot the low, and join the
two polints with a vertical line to give the day’s rangs. The closing price 1s an
izportant part of any complate daily sTock chart; it 1S roted by 2 short, fine,
Qorizontal linme, exterding across the vertical range lins, just Zar snough %0 he
noted.

Both opening ard clogsing prices ray, of zourse, %e plotted 1if desirsd but we
consicer practical only the plotting of closing prices. It {3 3sidom that open-
ing prices show matarial change Irom the previous ¢l0gs and they are not learly
80 important as the clcsing or "last” prics.

Morsover, we feel that what advantage is galned by including the first or
opening prices is more than 108t by the terdency tcward confusicn in trying o in-
clude too much and thus impairing the basic picture. If hoth the opening and
closing are plottad then the opening price is nctad By a horizontal rark o :he
18ft cf the day’s range and the cloesing price by a 3imilar mark to %he ©ight aor
©as range lins,

Volume of Salsgs

Volume of 3ales 1s another {mportant detail of the complste dally stock
chart, and 13 plotted by a vertical line somewnhat s$inilar to the price rangs
Irca a fixed base line. Take any horizontal, heavy line near the tOD or the
bottom of the chart and let It represent zero, marking {t on ths vervtical scale
lins at the left-hand margin, low snough or hizh enough not to ‘nterfers, 2or
the present, with the price plcture,

I2 volume of salas 18 norrally low for the stock lat sach heavwy line aSove
the zero line represgent 20,000 shares traded ner day in chat particu issue,
22 vclume 13 normally heavy, or likely to become S0, 13t 2ach 2eavy line repre-
sent 100,000 shares of volumre. Plot %he volume line by a vertical line, on =he
same vertlical co-ordinate line as the drice range ror tie 3ame day, externding
the volums line upward from the zero mark to ths point ¢n the volume scale rep-

resenting =ne total volume of trading for that day.

It {3 more satisrfactory to tTy Ic XeeD the volume scals at the hottom of the
chart, This entails placing the price scals nigh 2ncugh so that the days of hizh
volume will not run up into che 2rice rarge. If they threaten to do SG, on ah-
normally heavy trading days, the char+tist rung them up as high 2s practical and
then simply bSreeks the ver<tical ling with amall dots &t Lts tep, *0 show <hat zhe
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exact volums scale 13 being temporarily disregarded, and then writas the actual
volums of total salss above the dotted line in small figured. This may canceliv-
ably become confusing {f contimued for several days 3o only the figure for whole
thousands of shares 18 written in, and noted as small as posgible.

Shifting the Votume Chart

If, however, the price range of the 3tock has declined for several months
and has droppsd so low an the char+t that (t interferss with sven only aormal
volume at the hottom of tha sheet, then <he logical orocedurs is to <ake the
lidver<y of lifting the entire volume 3cale and moving 1t Irox the hottom of Zhe
chart to the %op, 80 that it now appears far above the price rarge {nstead of
below 1%,

This, of course, breaks the cantinuity of the volume portion of the chars
but it 1s a liderty which the 3student may take when he {3 Xeeping his own charts,
rather, than cutting 272 the sheet at the dAifficult point and star+tingz a new one
with tée price scale aigh enough not to conflict with the volume. It i3 a sors
0f emergency move for uge only in special periods of abnormal activity or rapid
prics xovement.

In any casa, such a move does not sSeriously impalr the efficacy o2 the Dic-
ture, since i1t is an easy matter to compare the two portions of the volume chars:,
with the tase line at the bottom of the sheet for ths f£irst period of ixze cov7-
ered, and the later portion at the top of tie skaet. Wwhen moving the volume
chart To the upper jpor<ion of %he shart it 13 advisabdbla, of course, still to
place the zeroc, or tase, line for volume low ancugh so that 1t will not habit-
ually tend %0 run off the top of the sheet.

The Time Scalz

The scale at the bottom cf the chart 13 the date scale and marks, for futurs
rafersncs, ths continuous passage of time gver which the chart aextends. It is a
3imple arfair, for each wvertical line counts asg one day of trading. In com-
mencing the chart on a new 3tock the first day of prics range and volume IS
properly dated. The practical type of chart paper will nave its vertical
lines so slose togather that Lt would he confusing to try %0 enter the date
of each successive day. The student mray decide upon his own system. He
Ty enter the date only on Saturdays, or Mondays, or at any interval 80 Long
as he taintaing the ragularity cf that interval throughout the time duration cf
the antire chart.

Inscicuce op Cosmotogical Cconomics

WWw.COSMOECONOIMICS.COM



Holidays an the Time Scale

Many stock charts skip one day’s vertical line for holidays on the New York
Stock Exchange, or even for Sundays, dbut we do not approve of such practice.
From a theoretical, as well as a practical standpoint, 1t seems highly logical to
complaetely ignorae days on which the New York Stock Ixchange 13 closed, no matser
for what Teason, unless, of courss, e closirg should be axtended over a long
period of time, a3 at the opening of the World War (n 1914, or the bank holldays
in March, 1933.

So long as <here 18 70 opporsunivty for Iree and open trading in aay stock or
in the general market 1t appears Lllogical to leave a blank ver<ical line where
the range and volume record should natwrally appear. I such blanks ars left 1t
tends to distort the true pictorial record of trading which i3 the basis for
chart reading and analysis of technfcal action.

To make our msaning perfectly clear let us assums, that, for any reason
whatever, the New York Jtock Exchange decided to suspend trading on Tuesday and
Wednesday ¢f a2 csrtain weelk. In such case, no empty 3vaces on the vertical lines
would be left on the chart. The range for Thursday w~ould follow on the very next
vertical line after Monday.

Monday’s trading picture, in the normal sequence, aliays follows Ilmmediately
after 3aturday’s, without any space left Zor the Sunday holiday. This theory (s
the chief objJec%tion to yearly co-ordinate parer on wnich there 1s a line, dated,
for each day of the entirs year. 0f cowrse, this objaction applies to some ex-
tant also to speclal stock chart papers which provide a time scale divided in
3ixths, BUt these sheets at least omit Sundays.

On the other hand, however, it seem2 quite logilcal to lsave vacant vertical
lines on days 'vhen the stock exchangs 1s open asg usual but when no transactions
ares recorded in cthe individual stock deirg charted. This {s an antirely dif-
fersnt matter, Zor in such a case There was amplse opportunity co trade, and the
fact that no trades were made 3 an integra2l part of the frading history and
sheuld thus be included in the charst picture.

In such cases we may adopt the simpls expedient of leaving the vertical
rangs line blank but inserting a small x, or zero, slightly below the hHase line
aon the volume scals %o show that that day has been recorded but the volume of
Sales wag zero.

Soms chartists include a dotted vertical line on =hs price range scala o

such a case, showing the closing bid and asked price, but, in ocur cpinten, this
merely 9Declouds the chart picturs and serves no very adequate purpcse.
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Charting Ex~Dividend and Other !nfaormation

There ars a few other devices which are used to denots special changs which
Seems logically a part of the trading history of any stock. Wnen an 1ssue goes
sx~dividend it would be manifestly unfair and confusing not %o note that facs.
In such cage a small X 13 placed just above the high of the price range for the
ax=dividend day. When a stock goes ex-rights or ax-stock dividend a2 similar de-
vice (XR or XS} i3 used.

Heiptu! Notes an "Fundamentals” May be Added

Many students find it helpful also %o note in the mArgins of each chart cer-
tain significant fundamental facts that relate to the particular stock charted.
By including up-to-date factual corment right on the face of each chart this data
automatically comes befors the student daily and the need 13 obviated for reas-
sembling this {nformation. every time that technical implications hecome critical.

Probably the facts most fredquently found useful when entered an chart zar-
gins includs comparative period earnings, divicend rate, dividend nmesting dats,
capitalizatvion, number ¢f shares ocutstanding, funded debt, large dank or R.F.C.
loang, dividend arrears, ratio of quick assets to liabilities, etc.

Anticipated lsvels of resistancs To advancs or decline (the subject of re-
gistance levals is taken up later on in the Cowse), once ascertainsd Irom a
atudy of back history, may bde checked against the price scale, and your ownl Sym-
bols may be usaed t0 represent their varying degrees of !‘mportancs. Also br‘-.'ar
notes on news items of intarest nay %e added - tut, of courss, i1 such a manne
as not to obscure the nrasent or future technical patterm.

Starting A New Sheet

Whent the chart reaches the snd of one sheet of paper a new sheet 1g pragarsd
wita the proper scale. It Is important 10t to change the 3cals when starting a
new 3heet, unless the old one has hecome utterly lmpractical, 0r changing the
scals charges all aspact3 of the picture and infinivtely raduces ths plcrorial
value of the naw sheet In relation to the old ons.

Shiftinrg the price scale up oOr dcwn on the lert-hand vertical nargin, wita-
ous changing the scale 1tsel?, however, Is not only allowable but advisable. For
instance, if the lowest horizontal linme on the 0ld sheet was a price of 40 and
the prics of the chartsd stock has declined to 46 at the end of the first sheet
chen the priza scale on the next sheet should Ye lowered so that the lowest
norizontal Line would ke perhaps 20 instaad of 40. This auscratically ralses tie
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position of the price range on the new gheet and places {t nearer the middle of
the paper whera it I1s not only more easily read but 1s not so likely to drop off
the sheet in charting of the subsecuent mcvement. And vice-versa in the case of
a rapid upward movement which has drought the price range too close o the top
of the sheet.

In what the chart maker always hopes will bde very rars cases the price rangs
pay go up or down 30 rapidly that it runs off the current chart paper bdefors Lt
has consumed tle tinme capacity of the ontirs sheet., In such cases start a new
sheet with the price 3cale ralsed or lowered to bring the ra.ngé again near the
uiddle of tha new sheat. The 0ld sheet Tay then be cut off on the last versical
range line so that 1% can be moved over %0 join onto the nexw sheet of the chars
whenaver refarence is desired with the praceding movement.

In soms cases you may discover that your stock roves off the sheet, elther
up or down, too rapidly because you have mads your prics scale tco large, When
thls error becomes apparent there 1s nothing to do but start a new chart with a
smaller price scale; that i3, allowing lsss vertical spacs ©O a full paint of
price change, Morsover, since 1t 1is di77iculf to compere %*Wo char%ts on whicih the
price gcale differs, you will find 1t advisable &g a ruls o re-draw your first
chart %o the revised scale. Thig should zot happen very often, and you will scen
leara to set your prize 3cale to accord with the normal prics range or "swing’
hadbits of any stock you start to chart,

All shaets of a chart seriag cn the same 3Ttock should hHs carefully nmumbered
at the top of each sheet. The name of the stock, or its ticker symbol, may bhe
nlaced ia any conveniasnt avalladls position, being careful, for latar reference,
that it appears on each sheet of the seriss.

Chart work may be done with gen and ink, but we have found 1%t easier,
quicker ard fully as SatisracTory to use pencil - preferably a No. 2 or mediwm
goft lead to give a fairly heavy black line. 7Trend lines, patterns, and other
notes which are not an integral portion of ths chart 1tsel?, are sublect to revi-
3{on and should be easily erasable in light pencil marks; for this we sugzest a
No. 3 pencil, sharply pointed.

Time Range Necassary

In ordsr to be of practical servics in studying formations ard stachnical
action 3 daily stock chart must cover at least several weekg, and preferably
gsevera]l months, Ths longer the period of time covered the 2ors complste is the
pilctorial record and the more satisfactory and valuable the chart n practical
study and analysis.
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Even though daily charts are necessary for gauging the very nearby minor
trend, from recent price action formations, we can construct charts covering
practically any period of time that we may chcoss, guch ag weekly, monthly or
even yearly. Note the daily, weekly and monthly charts of American Can that
clarify this leasson. (Plates II, III and IV following page 22.)

Although weekly caarts raquire less fraquent antry and o>rovide a mors ccme-
pact record they <o not give ag clase a »icture of immadiats nearhy movements as
do daily charts. The principle valus of weekly chartg lies in the student’s
ability to more read!ly ‘udge <he lengsr rangs ~rands and Zorrationsg and assise
greatly in determining the approximate Limits of tmportant trading areas where
strong Huying or gelling may be amticiparted.

Monthly charts afrrord a condensed picture of ths lorng Bull or 3ear rarket
swings, of years’duration, and show the important reversals of these same major
trends. These monthly charts, although by chemzelves of limited ald in short
tern trading, 4o afford nelpful long term perspectives. 0f all thess typzs we
belisva the dally and weeskly charts tc be tha mest profitable tools Zor technical
gtudents,

Thus far we have deen 3peaking almost entirely of charts on individual issues
but wa have previously seen that charts may be ccnstricsed on groups ¢f {3suss as
well or even on the entirs market - in fact on almost any concelvable object
which 13 %raded !n at chaxnging prices in a Zres and open market,

STOCK PRICE MOVEMENTS

Within the progress of price nistory, 2rom day to day - month to month - and
year to year, we find three well deflned movements, all !n progress at the saue
time. These are the broad Major movements of 3ull and Bear zarket proportions,
the Intermediate dacline and rally moverents that ocsur within The larger zalor
swings; ard the Minor <ay <o day, and occasionally week =0 week, Ifluctuaticns
that g0 to make up all Intermedizte movements.

Major Movements

™ese are the long tsrm contimuous (Bull or Bear Market) price srends that ex-
terd over a period of yeers and“whichare the primary concernof long term investors
for income, having largs capital resources and apourding ratience. These trends
change thelir course most infraquent’y seemingto f0llow clogely the cycles of business.
They are apparently more influenced by Jundamsntal ecoromic laws than by these supply
and demand factorswith whicawe ars zost carticularly Soncerned in this studv.
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The Dow Jonss Industrial Average chart (Frontisplece) clearly deptcts 13 of
thege Bull and Bear market swings from 1897 to date - 6 completed cycles and the
starc of a seventh which, at the date of this writing, has not been completed. Note
the characteristic low volume periods from which Sull markets habitually have
their origin - the ensuing "mark-up” and ths warnings of extraordinarily heavy
volume, without proportiocnats prics gains, that signal the f<nal stages of thede
riseg. 3ee how Sear markets generally start down from 3ull market peaks with at
rirsv a sharp lncrease of volume and rrice movement, and then ars follawed by de-
clining activity until the pressure of offerings has rut i1ts courss and the foun-
dation {3 laid for a new 3ull movement.

Note the long tase that pracedsd the :tTemendeous 3ull market Zrom 1924 So
1529, the severity of the Bear mirket that followed into 1932, and the latest
Bull swing recovery from the latter lows to current date. How clearly this chart
reveals the absolute necsssity of deing on the "right” 3side of the market and the
utter foolishness of belisving that "stocks can be put away and forgoetsen®.

intermediate Movements

Within each zmaler Bull and Sear market there are many legser 8wings - "in.
termedilate” spsculative movements - that generally occur sSeveral times within
the pertod of a year. These afford excellent profit opportunitiss fcr the "tech-
nically! informed tracer - far greater {n the aggregate than ars possible Zor
the long term investor holding commitments throughout major movemsnts.

Tery mouch the same characteristics of price and volume actlon are Zound in
Intermediate movements as are ncted in the larger Malor swings of which theses
Intarmedlate movements are but component parts, However, because of the Tors
fraguent roversals and shorter duration and extent of Intsrxedlate prics move-
ments, one to Profit repeatadly thereby must amplcy forecasting methods arford-
ing a far firer degrse of accuracy than when Judgirg the long Major trend; and
1t {3 hers that thorough understanding and skillfw) application of the laws of
technical analysis pay largsst returns.

Minor Movements

All of those component short tarm movements that go to make up each Inter-
mediate swing are referred %o as Minor trend or Ixmedlats movements - be they a
matter of weeks, days, hows cr minutes. However cnly the most nimble in temper-
ament and skilled of professiorals can consistently profit from Such NArrow move-
ments. The expenses of cormissions and taxes ars disproportiorate to the limited
extent of thess Minor movement possinilitles and do not warrant the w~ear and <aar
on a layman’s nerves and the !‘noresased slemens of capizal risk, Minor rrice
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movements, nevertheless, co lend themselves to technical analysis and give,
thereby, early clue to the direction of price trend from areas of uncertainty,
indicate the start of new intermediate swings, and are most helpful guides %o the
timing of one's market operations.

Najor Trends Shown on Monthl|y Charts

The three principal ¢lassifications of stock price movements, as descrided
above, may be seen as they occur in an {ndividual steck on the monthly, weekly
and daily charts of American Can which ars reprocduced on pages 22, 24 anc 25 re-
spectively. Tne monthly chart on paga 22 covers the reriod from 1524 to mid-
1837, and depicts a major upward or "dbull" movement from 1924 to late 1829, a
major downward or "bear” movemsnt from late 1929 to mid-1S32, and then another
major "bull” movement from mid-1932 to late 1935. The dewrmward movemeat from
late 1935 to mid-1937 may be regarded as a major "bear” movement, or as an ab-
normally extended intermsdiate "correction” in the @ajor "bull" market which
started in 1932, Only the future can tell as this is written which of these ds-
3iZnations 1{s correct in theory, sincs the first movement of orices in 3 new
2ajor trend {s often {ndistinguishabtle *rom an important ilntermedlate reverse
movement within the old major Tend. Howevar, from the point of view of the
oractical trader the theoretical designatlon is not !lrporzant; 17 he learns to
recognize the Intermediate turning soinws, 1f he s able to buy when an intermed-
iate upward movement starts and sell when it reverses into an interasdiate down-
ward movement, his profits will be safe regardless of the zajor trend.

intermediate Trands Shown Dy Weekly Chart

The chart on page 24 shows the price range of American Can Ior each week
Zrom July, 1934 through June, 1937. Six intermediate zovements appear during
this period,--up from June, 1934 to October, 1935; down <o February, 1G3§; up to
July, 1938; down to August, 1536; up to November, 1336; and down to June, 2£37,
Tach of these prics dovements .with the possibla exception of the limited urward
rove from Augusc to Novamber, 1G368) offersd the informec crader a gocd "swing',

The forecasting of intsrmediate movexments, sich as thoss dictured on tiais
weekly chart of American Can, will be our orircipal study in this Cowrse since
they provide us with the safest and most dependabls profits. 3ut, in order =0
forecasat such moves, 1% 13 necegsary to follow and fnterpret the ainor flucrtua-
tions aof price as hey swing up and down within the path of the Iintermediata
trends; and for the study of these Tinor Tovemenss we TusT Turn <o cthe dally
gharts.
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|mportance of Minor Movement Study

The chart on page 25 shows the daily price rangs (and velume) of American
Can for the six months from April through September, 1936. Comparing this with
the weekly chart we see that it covers the latter part of the intermedlate upward
movement that started in February, all of the "correction” that took place in
August (an intermediate movemsn: in the direction cpposite to the aoparent major
trend is frequently callad a corrective movement), and the first part of the in-
termediats up-trend that ran out in November, 1936. Within thais six menths' of
cally price action we can find at least twenty minor zovamants, eacn runming ‘ram
a few days %o a few weeks.

. The minor zovemsnts, it will de seen, were mostly of too limitad extent (in
percentage price change) and ran their course %too quickly to permit us to srade
on them with profit, They served, however, to build the foundations and pat-
terns, or give the signals, which made 1t possibles o detect changes in the in-
termediate trend of "Can" stock.

The next 3ix studies of this Course are devoted to the analysis and inter-
pretation of the minor movements which signal changes in the intermediate and
major trends. For the present all we nsed to fix Iin mind is the normal habit of
gtock prices to move simultaneously in these three trends, anc the fact rthat the
ninor movements are of prime importance because cianges which occur within hem
2oraecast the changes in intermedlate tTrends on which 1% i3 profitabls to trade,

Technical Analysis, 1s in Zact, i1 a very broad sense, a study of the habit-
ual price movements and volume action of stocks, and the significance of any
changes in these habits, or departures from the current habit or trend. Such
nabits and such changss from the accustomed action are most easily datectad,
studied and interpretad through the medium of charts, I[n fact, (%t would be ax-
tremely dirficult o understand and analyze them properly without recourse o a
complets charted record. That {s the reason why this Course is dased cn the use
0f charvs--not bacause thers is any magic in the charts themselves dut because
the charsts nake % sasier for u3 to analyze corroctly the technical posicion of 3
stock and forecast its probadls future price w=end.
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