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Flashes

OOK for your money where you lost it.
Losses are punishment for bad judgment.
Are you riding a dead horse? Get off and get on a live one.

When in doubt, stay out. If you are in, and grow doubt-
ful, get out.

If insiders traded like outsiders the insiders would soon
be outsiders.

The moment your diagnosis is completed it becomes a
command to trade.

Would you step into the ring with Gene Tunney without
taking a boxing lesson?

A stop-order a few points away Is Insurance against a
large loss in case you are wrong.

Do not operate for the sake of making trades, but only
for the purpose of making money.

How to have lots of money with which to buy bargains in
slumps and depressions: Sell out in booms.

The only fundamental factor that really counts in the
stock market is The Law of Supply and Demand.

How much could you have saved in the past few years if
you had known how to limit your risk and when to sell out?

When you realize that you are not beating the game you
have prepared the way for your first step in learning how to
beat it.

It is better to be out of the market for a week or a month
than to make one wrong trade. Stay out and your judg-
ment will clarify.
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Successful trading depends on a systematic control of
losses and the seécuring of profits in excess of those losses.

An investment position is a great handicap when you are
trying to convince yourself that the money is on the short
side.

Most men make money in their own business and lose it
in some other fellow’s. Why not make stock trading your
business?

When asked whether the market was going up or down,
the late J. P. Morgan replied: “Young man, I think the
market is going to fluctuate.”

Livermore once said to me: “I go Iong or short as close as
I can to the danger point, and if the danger becomes real I
close out and take a small loss.”

How many battles would General Grant have won had
he planned them with as little precision as most people use
in their stock market operations?

Let us be men. If we have losses in stocks, let us admit
that it is because we didn’t play the game right. Why?
Because we didn’t know the game.

Beethoven’s Sonatas are in any piano if you just happen
to hit the right notes, and there is big money in Wall Street
for anyone who learns how to play the market.

The place to study the market is at home after business
hours. All you need is your evening newspaper. But do not
read the financial news — only prices and volumes.

Dividends are all right as far as they go, if, as and when
they are declared. But there are ways in which the stock
market can be made to pay far more dollars in profits than
in dividends.
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How to avoid fifty and hundred point losses in stocks:
Limit your risk to two or three points by using stop orders.
But first Iearn how, when and where to place stop orders.

I’m Iooking for a man with an itch. His must be an itch
for money-making. He must be dissatisfied with his present
financial condition, and he must desire to remedy it.

After looking over a fine collection of low-priced and
doubtful certificates, the broker said to hjm: “You do not
need a safe deposit box. Get a kennel and keep these pups
in your back yard.”

You can learn to profit by the great swings in prices
from panic levels to booms and back again if you will
abandon the methods that have in the past caused you to
buy in booms and sell out in panics.

Anyone who pretends he can make money by frequent
trading in stocks without a complete knowledge of the
technical side of the market might just as well claim that
good pitching is not essential in baseball.

Three men came to Wall Street. The first always knew
what was the best buy. The second knew why it was best to
buy. But the third knew neither of these things; he only
knew when to buy. He made the most money.

Successful speculation requires foresight. But most peo-
ple buy stocks because they are earning so many dollars a
share; are paying a $4 dividend; their companies are doing
a good business. That is dealing with the present. The
speculator must calculate what is likely to happen in the
future.

You may be many miles from a stock broker’s office, but
if you can reach him by ’phone, telegraph, mail or on
horseback, you can learn to operate successfully in stocks. I
once met a man in the middle of the Atlantic Ocean, coming
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4 STOCK MARKET TECHNIQUE

back from Europe, who said: “I live in Mexico and I re-
ceive your advices ten days after they are issued. I wire my
orders to New York. Notwithstanding these handicaps,
you make money for me.”

A famous speculator, after making and keeping a big for-
tune in Wall Street, once said: “I have done only what
other people wanted me to do. When they were determined
to sell their stocks in a falling market at whatever prices
they could get and clamored for buyers, I accommodated
them by buying. When they were equally anxious to buy
stocks at high prices, I agreeably permitted them to buy
mine.”” — American Mercury,

Trading in Stocks is an ideal business when you know
how to operate scientifically. Hours 10 to 3; 10 to 12 on
Saturdays. Stay away when you like. Take Iong week-ends.
And frequent vacations. Travel abroad for months. Go and
come when you please. No overhead. No partners. No
employees. No boss. You are in business for yourself. Bank
account increases steadily after you know how. You can
learn at home in your spare time.

Weber and Fields used to say: “A syndicate is a body of
men entirely surrounded by money.” An Investment Trust
Is in that position, at least when it starts. But unless the
management pays proper attention to the technical posi-
tion of the market, it will make the same mistakes as the
average trader. No amount of money in the treasury, nor
prestige of its directors will insure accurate stock market
judgment. At the top of the boom, in 1929, a certain in-
vestment trust had in its employ an expert in stock market
technique. When he told the management it was time to
sell out all long stocks, they fired him, saying: “We are
investors.”

Why not let somebody else carry a stock while it is going
down and while it is passing through that period of prepa-
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ration for an advance? You should have it only when it is
ready to move.

The bucket shops make money because the public takes
small profits and big losses. This forces the bucket shops to
take small losses and big profits. This practice has been in
vogue since the first stock brokers assembled under the
buttonwood tree in lower Wall Street.

The average man cannot judge which stock offers the
most likely profit unless he is constantly analyzing its
behavior, comparing its action with that of pivotal issues,
and thoroughly understands the relative movements of all
the leading stocks. Selecting the best opportunity simmers
down to this: knowing just how, just which, and just when.

Why take your friend’s tip that this is the best stock to
buy? Has he compared its prospects with those of all the
other hundreds of stocks listed on the Exchange? Will he
come around and tell you when it is time for you to get out
of that stock? Will it then be at the top of its swing?
Wouldn’t it be better to learn how to do all these things for
yourself so that In case your friend’s judgment is not 1009,
you can develop your own toward that point?

A Few Delightful Ways of Committing
Financial Suicide:

. Putting a stock away and forgetting it.
Taking 3 point profits and 30 point losses.

Trading in stocks without limiting your risk.
Buying on thin margins.

Uoa w0

Always trading on the long side.
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6 STOCK MARKET TECHNIQUE

How the Law of
Supply and Demand Operates
in the Stock Market

UST as an individual by his speech, action, habits and
characteristics will indicate what he is intending to do
and how he will act under a given set of circumstances, so
the stock market indicates its future course by its own
action.

In order to grasp this fact, one must understand that
Wall Street is a great gathering place or receptacle for
thousands of news items, rumors, tips, guesses and hunches,
which are scattered abroad by news-tickers, news-slips,
newspapers, brokers’ market letters, telephone, telegraph
and word of mouth.

All of these influences affect traders and investors; some
only to the point where a favorable or unfavorable attitude
is formed toward the stock market or a certain stock.
Others are thereby induced to give orders to buy or sell
stocks.

In taking this step, that is, the actual buying or selling,
every individual thus registers on the tape his hopes for a
profit; his ambitions, desires, or his fear of loss. When he
buys a certain number of shares of stock, his purchase
plays its small part in influencing the price of that stock
toward higher levels. And when he sells, to just that extent
he depresses the price of the stock he is selling.

If he deals in Iots of 5,000 or 10,000 shares, he makes
quite an impression; that is, he adds considerably to the
demand or the lifting power of that stock, and his purchase
- may be the means of advancing its price $1, $2, or $3 per
share, depending upon the resistance met in the quantity
for sale at that Ievel. If, however, he is a hundred share
trader or investor, the upward impulse which his purchase

STOCK MARKET TECHNIQUE 7

gives to the price of that stock will be small. Should he be
an odd ot buyer, he will not make any impression until the
odd Iot house which sold him the ten or twenty shares is
obliged to balance its position by purchasing one hundred
shares or more; then the lifting power of his odd lot appears
on the tape.

If his operations be on the selling side, his 10, 100 or
10,000 shares will have a depressing effect on the price, not
only according to the quantity of stock which he is selling,
but depending to a large degree upon how much demand
there is for this stock at the time he makes the sale. If his
offerings encounter what is known as a thin market, thatis,
very little demand within a certain radius, and his broker
has been instructed to sell a thousand shares at the market,
the price might recede from a half point to three points
before he is able to find buyers who will take the stock off
his hands. If, however, there is a demand for more than a
thousand shares at the price at which he offers it, his broker
is likely to sell it all at one price. This transaction when
recorded on the tape, if it be at or very close to the last sale,
would, in the case of some stocks, be interpreted as a sign
of strength.

Suppose a very large operator wished to buy quickly
20,000 shares of a certain stock and comparatively few
shares were offered within a range of five points above the
[ast sale. Should there be only 10,000 or 15,000 shares to be
had within that range, he would have to bid the price up
perhaps six, seven or ten points in order to fill his require-
ments. Therefore, the demand occasioned by his buying,
compared to the supply which was not sufficient to fill his
order without advancing the price several points, would be
read by a tape reader as an indication of strength — de-
mand overcoming supply.

The above are very simple illustrations of how The Law
of Supply and Demand operates in the stock market, but
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8 STOCK MARKET TECHNIQUE

there are hundreds of different phases in judging the future
course of the stock market by its own action.

This Law, applied to all stock market movements, fur-
nishes the real solution of a problem that has baffled mil-
lions of people for the past hundred years. Even now, very
few understand it or know how to apply it, but the prin-
ciple is constantly at work in all the various phases of stock
market movements from the little one or two point daily
swings, to the weekly, monthly and yearly movements; in
fact, there is continuous evidence of this Law through the
entire course of the market from panic to boom, and back
again.

Fbrecasting the
Wide Swings of Auburn

E were in a broker’s office in a southern winter resort,
and he was telling me about a big trader from New
York who had bought 5,000 Auburn around 115.

“Auburn is now 145 and that gives him $150,000 paper
profit,” said he.

“Seems to me it would be a good idea to take that
profit,” I replied.

“But he showed me a wire from New York which said
Auburn would sell at 500.”

“That may be; but the technical position, and its own
action right now, indicate that it will sell below 130 before
it goes to 500. The stock has been very prettily distributed
in the upper 140s.”

“I don’t see how you can tell that it is going back that
far.”

“I am only repeating what the stock itself tells me; when
you know how to read the tape, it gives you the best kind
of inside information far in advance. If it goes below 130, it

WWW. TRADING-SOFTWARE.ORG
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will probably sell at 122, and if it does that, I expect to see
it make a Iow of between 92 and 93.”

“Impossible; why this man is one of the biggest traders
in New York and he has the insiders on the ’phone every
day.”

“Wait and see.”

Auburn dipped to 139; then to 137. I made a mental note
that the next rally should be about the last in the 140s. It
was. Insiders were still selling. The next stapping place on
the down side was 130. A rally, then 128. Another bulge to
137. More distribution on that rally.

When it was completed, the stock went down to 123, and
in the following days it crashed.

My friend told me that when Auburn hit 115 the big
trader appeared to be greatly concerned, and the rumor
went around the office that he had sold out his stock at an
average of 110. Thus instead of a profit of $150,000, he had
a loss of $25,000.

Auburn plunged down below par and finally made a Iow
of 9114. At this point there was ample evidence of reac-
cumulation by insiders. The stock closed that night at 94.

Next morning there were buying orders for several thou-
sand shares “at the market” before the opening and the
mitial sale was 100. Auburn went to 112, and a few days
later sold at 125 again.

Note the cost of taking inside information compared
with the possibilities in doing your own forecasting by
means of the tape — that is, judging a stock by its own
action instead of by the tips and assurances of the
manipulators:

Failure to take the profit of 30 points on 5,000

T2 7 15 055 o £ 5 L 05 P9 6 O 5 SO T D T $150,000
Failure to make a short trade above 140 that

could have been covered in the low 90s, at say

50 points profit on 5,000 shares............ 250,000
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10 STOCK MARKET TECHNIQUE

Paper profit on 5,000 bought at say 95, esti-
mated when the stock touched 125, at 30
points profit on 5,000 shares........... «... 150,000

G tR it e oo S $550,000

Trading Methods

I—Obsolete

YOU used to wake up in the morning and begin worrying
about your commitments in the stock market. Before
you dressed you had to learn whether your newspaper con-
tained any important news which might affect your stocks.
You almost feared to look at the paper because you were
carrying too many stocks on a small margin.

You were nearly always long of stocks; you seldom, if
ever, thought of going short. Perhaps you did not dare sell
short.

In your first hour at the office you were only partially
interested in your own business, because you knew that a
Iittle after ten your broker would call you up and your real
interest in the day’s proceedings would begin. When he
told you the market was a little lower, your heart also
sank. And when you learned that some of your stocks were
off three or four points, you felt sick. If the broker told you
he needed “a little more margin,” you began to worry
about your finances; you wondered where you would come
out if you took any more money out of your business.

During the day your broker called you again frequently:
“The market is not going any better for you; in fact, it is
worse.”

Your business bored you. All your employees annoyed
you. On the way home you looked at the disgusting exhibi-
tion the market had made that day as shown in your eve-

STOCK MARKET TECHNIQUE 11

ning newspaper, and when you got home you quarreled
with your wife.

You went to a movie to try and get your mind off the
market but you could not. You lay awake at night for
hours worrying whether prices would go lower next day; if
so, you would have to let go some of your holdings. You
wondered if you had to keep on putting up more margin.
Finally you sank into a troubled sleep.

I1—The Modern Scientific Method

When you understand stock market science you have no
concern about important developments in your morning
newspaper, because the news is not a factor in your opera-
tions. You know that no one can continually interpret the
news into coming stock market movements. You now ob-
serve that when the newspapers print bullish interviews by
big men, the market slumps. When the news on American
Telephone & Telegraph is bearish, a rise of fifteen or twenty
points begins. You have entirely abandoned the idea of
trying to make money out of news columns.

You have learned that all the news, rumors and other
developments are embodied in the action of the market as
shown on the tape of the stock ticker. You know that if
J. P. Morgan & Co. sells 50,000 shares of a certain stock, it
does not mean that stock will decline in price; other inter-
ests may at the same time be buying 75,000 shares, and the
price will advance on the net lifting power of that buying.
When you see the market weaken, you know somebody has
sold considerably more stock than other people were willing
to buy at that level.

Heavy liquidation without any apparent reason indi-
cates that “somebody knows something.” Maybe it is a
large operator just back from Europe after learning that
there is likely to be trouble in Germany; perhaps he sells
300,000 or 400,000 shares of stock. But you don’t care who
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sells or how much. You are concerned only as to whether
there is more selling power than buying power, so that you
can trade on the side of the heaviest battalions.

You didn’t go to your broker’s office yesterday. Last
night’s paper showed you just how your trades stood up to
that time. Last evening you went carefully over the posi-
tion of a hundred Ieading active stocks, and decided, which
five or ten of these should move soonest, fastest and
farthest. And which way. You worked it all out according
to definite rules. You decided then what changes you would
make today in your position, or your stop orders; therefore,
you know just what you are going to tell your broker.

You have learned how to judge the trend of the market
and your commitments are in harmony with that trend.
You decide in advance just how much you will risk on each
trade, and you never make one that does not promise a
profit of several times the amount you risk. When you take
a position with a stop order two points away, you do so
because the method indicates that this stock should yield
a profit of eight, ten or fifteen points. You can tell in ad-
vance not only which way a stock is going but the probable
number of points that it will advance or decline in many
Instances.

At certain levels you increase your line, cautiously, al-
ways with a stop order. You never do this if the market
goes against you; you pyramid only when the market is
moving in your favor. In other words, you have learned to
trade with the other fellow’s money; thus you avoid digging
down In your jeans for more of your own.

On reaching your office you ’phone your broker your
orders to buy or sell and exactly where you wish him to
place your stop orders; also how to move these stops when
the market goes in your favor so your risk is reduced, then
eliminated, and a profit assured. By training your broker
to handle these changes in stops, you can devote the whole
day to making money in your own business, while he is

STOCK MARKET TECHNIQUE 13

carrying out your instructions and thus helping you to
make money in the stock market.

You do not ask your broker for his opinion of the market
because you have a very sound and definite opinion of your
own. You have learned how to work this out from the ac-
tion of the market. It is not what anyone has told you; it is
what the market itself has told you. It is not what you think
about the market. It is what you know about the market.

No one can induce you to act on tips, bgcause you refuse
to listen to tips. You get in right; limit your risk, and get
out right — not every time, but most of the time, so that
your net profits greatly exceed your losses. Knowing the
big secret of success in trading, you realize how foolish you
‘were in former years to risk such large amounts of your
capital in a game which you did not then understand, but
which you now understand.

You have laughed at the records of the trading you did
before you learned how. You did not know how to go in at
the right time, protect yourself scientifically, and close
your trades when you should. Now, with your thorough
understanding of Stock Market Science and Technique,
you know how to turn your old methods inside out and
make them win.

But there are many other things that you have learned:
How to understand Tape Reading; how to define the tech-
nical position of the whole market or any individual stock;
how to tell when a stock is on the springboard, ready for an
immediate move of ten or fifteen points, and scores of other
invaluable principles that have established you as a highly
successful trader.

You are now in business for yourself in this field which
offers unlimited possibilities.

Would anything induce you to go back to your old
take-a-chance way of trading?

You would no more do that than you would sell your
16-cylinder Cadillac and buy a horse and buggy.
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Editorial

UR first issue seems to have met with your approval.

We are glad that you find the little magazine helpful,

and that you desire more information on stock market
trading and related subjects.

We shall give you ideas and suggestions but we cannot
give advice on the probable course of the market, or of
individual stocks, because we are not in the advisory
business. Nor can we furnish statistics or opinions related
thereto. We do not give or sell any form of Service.

* ok ok

Many people ask: “If you know so much about the mar-
ket, why do you sell a Course of Instruction?” This is the
answer: A dozen years ago I was able to retire had I found
a man to take my place, who could successfully guide a
large clientele. Being unable to find him, I stayed at the
work several years longer than I should have done. Finally
my health broke down. Five years were required to regain
it. Now I am well again.

But, I have been warned by my physician that too close
attention to the stock market might offset what I have
gained and that I should not again undertake anything so
exacting. “Keep away from the tape,” he says; “don’t tie
yourself down to any steady routine; make frequent trips
to Florida, California and Europe. These will help you to

retain your health and keep you from ever again getting:

wound up too tightly in your business.” Good advice, and
I am following it.

I find pleasure and satisfaction in my new profession —
as physician to numerous stock market patients, most of
whom were once very sick. I had the right medicine for
them, and now they are enthusiastic about their cure. .

STOCK MARKET TECHNIQUE 15

Flashes

I HE more statistics, the more confusion.

Of all sad words of tongue or pen
The saddest are these: I didn’t know when.

The stock market is dynamite if you do not know how
to deal in it.

The question is not whether you have lost money in
stocks but whether you are going to persist in doing so.

If everybody had placed a stop order on stocks held and
purchases made in 1929, there would have been no panic.

I have been a sucker. I have dabbled in another fellow’s
field without understanding it.

Why spend time keeping charts if you do not know how
to make intelligent forecasts from them?

Don’t think because you own a stock it can’t go down
much farther. Any stock can go anywhere. '

We hear much about “weighted averages.” Many of
these should be attached to a sashweight and heaved
overboard.

Embarrassing moments: When the margin clerk says you
will have to put up $5,000 more to save the $10,000 you
already have in.

Jim Keene wasn’t licked when he lost all his millions
except $30,000. He started a bear campaign in Jersey
Central and made $1,500,000.

A sure way to avoid big investment losses: Once a week
close out every investment that shows a loss. Keep only
those which are moving in your favor.
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The most perfect example of following the trend would
be a monkey clinging to the back of a boa constrictor as it
wriggled through the jungle.

Of all the depressions in Wall Street’s history, the present
is the only one that has not come to an end. Oh! Yes, it
will.

If you are planning a Wall Street career, there is a path
that will take you ’cross lots and save you about ten years
of tortuous travelling.

Are you a tip-and-hunch trader? Thank your stars you
now have a shirt on your back. If you continue, you may
have to consult the column “What the men will wear” for
the [atest styles in barrels.

If I were to give you a tip on a stock and it made good, I
would not be doing anything constructive. But if I can
show you how to trade successfully without asking for
anyone’s tips, I have accomplished something worth while.

Many chart players have a way of trading on “gaps”;
that is, when the price of a stock jumps over several points
and leaves a blank space on the chart, they call it a gap.
There may be something in this idea, but somehow it
always makes me yawn.

It is a man’s ego that keeps him coming back into Wall
Street in spite of his losses. He will not admit to himself
that he is licked. Rarely does it occur to him that while
persistence is a virtue, failure to improve his method of
procedure delays his final success.

According to a table compiled by Bradstreet’s, incompe-
tence is the greatest single cause of failure in business. The
three causes — Incompetence, Lack of Capital and Inex-
perience — account for 729, of all the failures. This de-
scribes the Wall Street picture perfectly.
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Trading in stocks is more than a business; it is an art,
a science, a profession — whichever you choose. It demands
study and concentration if one is to make a success of it.
Those who make trading a sideline or a hobby should at
least master the principles that govern the trend of prices
and thus begin to build a permanent success.

How can you select the stock that offers the best oppor-
tunity if you have no definite means of measuring the
approximate number of points that a hundred stocks should
move, and which way? If certain issues promise a twenty
to thirty point profit, why go into those that might not
move at all, or which may afford only two or three points

.profit?

The end of 1931 recorded a great shifting of stocks from
weak into strong hands. Nearly 100 corporations reported a
gain of over 2,000,000 (more than 409,) in the number of
stockholders. How many new stockholders this indicates
for the hundreds of thousands of corporations throughout
the country may be left to the imagination. These new
stockholders are sowing seeds which will grow into small
and large fortunes in the coming bull market.

People talk about this country going to the dogs. Just
what do they mean? And which dogs? Does the land sink
into the sea? Do the farms cease to produce? The railroads
stop running? The buildings fall down? I often wonder
what the dogs will do when they really get the United
States of America. Does not the history of every Wall
Street panic prove that things go from bad to worse and
then from worse to better?

During the big boom, Arthur Brisbane often wrote:
“Invest. Don’t speculate.” We presume he meant: Buy
outright; not on margin. Paying for a stock in full does not
make you an investor. It is your purpose — your intent
when you buy a security — that classifies you. If you buy a
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bond solely for the safety it affords and the income it
yields, and you intend to hold that bond until the date of its
maturity, you are a 1009, investor. The more you depart
from that standard, the more of a speculator you become.

Whenever the market pops up for a rally and then reacts,
many wise newspaper writers label it “profit taking.” To
determine that this really is the cause, they would have to
ask all the sellers all over the world: Were you taking prof-
its? Then they must calculate whether the total sales of
those who were taking profits exceeded the combined total
of those who were taking losses, getting out even and selling
short. Why not say: The market reacted because at that
time there were more sellers than buyers? And tell us,
scribes, about those rare instances where someone takes a
loss. We'd feel better.

It is impossible for anyone to attain any permanent suc-
cess by attempting to interpret the news into stock market
profits. Millions are trying to do this. Few think alike. The
buying or selling of other millions who do not know the
news may outweigh that of those who do. Why not judge
the market from its own action? Thus you get a consensus
of the actual buying and selling, however it is generated.
For, while the news may influence opinion and sentiment, it
is only the orders that are executed on the floor of the Ex-
change that actually influence prices. Observe which side
possesses the greatest power; then go with that side,
whether it be the bull or the bear.
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The Public at the Crossroads

HIS is an appeal to the common sense of the Ameri-
can people. Its purpose is to arouse our speculating
and investing public to the danger of going into an-
other bull market without being better qualified than in the
late boom and panic, when twenty million people lost one
hundred billion dollars in the stock market. That is an
average of only five thousand dollars each; but such a loss
was, in the aggregate, sufficient to wreck this country’s
business, many of its banking institutions, and the per-

.sonal fortunes of a majority of its citizens.

The people produced their own panic because they did
not know the stock market. Will the next boom find them
better qualified to trade and invest, safely and profitably?
Will they have any more real knowledge at their command?
Very little more. Unless the public awakens to the realiza-
tion that its operating methods must be improved, we shall
see a repetition of the sad story.

I call it the Wall Street game because most people Iook
at it that way. How to play this game is really known to
only a comparatively few. In the five years culminating in
1929, big and Iittle players made mountains of money, only
to have it taken away from them on the way down. A

" whole section of our population climbed, speculatively, up

one side of the Wall Street Alps and then slid off and fell
down into the valley of depression.

Such calamities will occur again and again, until the
public realizes that the so-called easy money in the stock
market is usually money loaned — not given — and seldom
kept.

Most people are flat broke or hanging on by their eyelids,
liquidating their principal where they can, living on the
proceeds, or borrowing on insurance policies. That the
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boom and panic have resulted in a national disaster no one
can deny. But that another boom and consequent specula-
tive orgy will follow is just as certain.

What is the public going to do about it? Continue to
trade on tips, rumors and subsidized ballyhoo? Find itself
loaded up to the ears with stocks at the top of the next
boom, not knowing when to liquidate; failing to turn paper
profits into cash; then seeing them all quickly or gradually
vanish? It is up to each individual to decide.

Every outsider should remember that he is a unit in an
unorganized and helpless public which is cajoled into the
market by all the various interests that lead and mislead
it on the strength of its mass cupidity. Insiders (officers
and directors), pools, large operators, floor traders and
hired manipulators are arrayed against this public, which
realizes few of the dangers to which it is exposed. Not their
reason but their emotions lead people to plunge into ven-
tures where the cards are stacked and marked against
them.

What is anyone doing to correct this situation? Are the
bankers telling their depositors never again to borrow
money on stocks? Are brokers warning their clients that
they had better learn before they burn? Are the advisory
bureaus and stock market “experts” announcing that
calamity awaits most of those who venture into this field?
Do investment counsellors warn that most things labeled
investments are nothing but speculations? No, we hear
[ittle on these points. People have to learn the pitfalls for
themselves.

Many have made resolutions that they will have nothing
more to do with the stock market, for the best of reasons —
because they have been thoroughly licked. Let these same
people hear that their neighbors are beginning to make
money again; spread a few tips among them and they will
soon be at it again.
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The American people are really more intelligent than
this in most of their undertakings, but the stock market
blinds them to the possibilities of loss. The lure is in the
Easy Money, Get-rich-quick, Profit-without-labor argu-
ments that are so infectious in times of speculative excesses.

If you had never been in the air, would you walk up to a
plane, get into the pilot’s seat and attempt to take off?
Would you climb the Matterhorn without a guide? Would
you, the first time you put on a diver’s suit, go down in
search of a sunken wreck? Would you attempt to manage a
submarine? All these things seem reckless. But people do
worse when they trade in the stock market without any
experience, with little capital, and no knowledge of the
business. They take their financial lives in their hands and
jump overboard in a rough sea. Is it any wonder many of
them drown?

Traders in the stock market may be divided into three
classes: (1) Those who are absolutely led by others; (2)
Those who are influenced or guided by others, gratuitously
or for brokerage and other fees; (3) Those who depend on
their own judgment.

To which of these classes do you belong?

It would be well to ask yourself these questions: Do you
depend on the advice of your broker or his customers’
man? Has this advice been profitable to you in the net?
Do you trade on tips or inside information which you re-
ceive from others? Have these yielded more profits than
losses? If you base your own judgment on news, earnings,
dividends, balance sheets, book values and other statistics,
has the market always responded to these as you thought
it would? Or if you make your commitments on the
strength of somebody’s curves on money rates, car-load-
ings, automobile output, crop reports and other business
statistics, have you reason to believe that these are reliable
guides?
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And what has been your practice in the transactions you
have made? Have you followed the time-proven and in-
valuable rule: Cut your losses and let your profits run?
And that other vital principle in stock market operations:
Always operate in harmony with the trend — have you
followed that? If so, you should have been out of stocks
in 1929 and either long of money or short of the market
most of the time since then. But those are only a couple
of the things that you should have learned before you
began your Wall Street career; there are a few hundred
more.

If you depend on the judgment of some other person,
you are betting that he will be right. If he is right when he
gets you in, he may get you out too soon, or keep you in too
long. Perhaps a pool has invited you to join it. How do you
know this pool was not formed at the suggestion of some
insider who wants to unload on you and your associates?
Or that the pool manager is not giving the pool the worst
of it by putting the profitable trades in his own account
and giving the pool those that show losses?

If you are following someone on the inside — a so-called
big man — then you should remember that most of the
big men also have been wrong on the market for the past
three years and there is no certainty that they will be right
or that it will be well to follow them in the next three.

It is time to consider all these things — to look back on
your experiences since 1929 and see whether it really pays
you to go on taking such chances. By summing up all that
you have learned and comparing it with the requirements
of a well-qualified and successful trader or investor in
stocks, you will probably find that you are sadly deficient
in experience, knowledge, practice and other requisites.

Ask yourself right now whether you really are in a posi-
tion to enter, with what capital you have left, another
speculative season. And whether if you do so you will not
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again become the victim of your own lack of knowledge
and ability in this field.

Not a few intelligent, conscientious and more or less

experienced people undertake the business of guiding others
in their speculative and investment operations. Many
unscrupulous people also are using this profession as a
means of filching funds from the weak and inexperienced.
From the highest to the lowest type — from those who
charge thousands of dollars a year for what they claim is
expert guidance down to others whose fee is one dollar per
month as a lure to the uninformed, we find various grades
of ability being sold at so much per year or month, or for a
certain percentage of the profits.
" No one realizes better than I the difficulties in stock
market advisory work. The man doesn’t live who can al-
ways be right. But this is a statement of fact: Not only the
public but the majority of those who have undertaken to
guide speculators and investors in the past three years have
made a mess of it. That is, they have been wrong most of
the time.

I offer this suggestion: One great service the New York
Stock Exchange could do its brokerage firms and the public
would be to prohibit the firms from giving advice or ex-
pressing opinions. This would throw the public on its own
resources in forecasting, selecting the right securities, and
buying or selling at the right time. Thus the functions of
brokers and their customers’ men would be restricted to
supplying the facts upon which the clients’ judgment might
be based; executing orders and giving reports; they would
have nothing to do with urging people to trade or passing
along tips, rumors, inside stuff, or personal opinions.

Let us see just what one hundred percent accuracy in
leading, guiding or influencing others would have called
for in the past three years: It would have meant getting
them out at the high levels of 1929 and putting them short
of the market; covering at the bottom of the panic in
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November; reselling (short) on the strong rallies, and re-
peating this just so often as the market gave opportuni-
ties for profit. Few, if any, bankers, brokers, customers’
men, advisory agents or investment counsellors attained
any high degree of accuracy in their advices through the
whole period of 1929-32. True, some got their people out
near top prices, but on the way down they put them back
into the market too soon and did not put them short when
they should have done so.

Summing up the situation we, therefore, must admit that
most individuals and organizations who have attempted to
guide the public have fallen down completely.

And so has the public.

The public now has practically no one to follow or to
lean upon in the coming boom and subsequent decline,
panic or depression.

That being the case, it seems to me the public should
learn how to invest or speculate scientifically and success-
fully; or let Wall Street alone — leave it flat — and never
go back.

To nurse the idea that because you are a successful mer-
chant, manufacturer, physician or business man you are
qualified to take part in the vast operations which center in
Wall Street is to mislead yourself into worry, strain, nerves,
failure and break-down in health, business and fortune.
The stock market is something you must learn, just as you
originally learned your own trade, business or profession.
The foundation knowledge must be acquired; to this must
be added the technique.

Trace your record as a successful business man, for in-
stance, and you will recall that you started as an office boy
or clerk, gradually worked up to the position of manager,
partner or officer and director. In your own line you are a
success. Could you have succeeded without long training
and practical experience? Certainly not.

Why imagine that you can hand a check to a broker, ask

his advice or tell him to buy this or that stock on the
strength of some tip, rumor or hunch, and begin making
money and keep on making money in this most difficult and
complicated business — one in which millions fail and a
comparatively few succeed?

Why is it that all the common sense which accrues from
long experience in other fields seems to be laid aside when a
man enters Wall Street? In his own office he will frequently
turn a deaf ear to some of his most experienced assistants,
but in a brokerage office he will jump at a tip whispered to
him by a beardless youth acting as customers’ man. If he is
building an extension to his factory and putting in new
machinery and equipment, he calls in the proper talent to
advise in the construction, designing and all the details
known as “technical.” There in his office he admits that he
does not know all about these other things; but in the stock
market he forgets his limitations and often risks a good part
of his fortune on the assurances of a voice over the tele-
phone of a person whom he met only last Thursday and
about whose judgment he knows absolutely nothing.

It is true that some people have made and kept money in
spite of their lack of knowledge, but, for the vast majority
of the others, I don’t figure they were successful when they
ran their shoestrings into topboots, if, after that, they
found themselves financially barefoot. In Wall Street, or
any other field, it is not what one makes but what he keeps
that counts. If everyone who indulged in the stock market
during the boom would figure up what he has left now
(early May, 1932) he could calculate exactly how little he
has profited, if at all.

Now if you do not know how to trade scientifically; if
there is practically no one upon whom you can depend; if
the people who should have known, who pretended that
they could guide you successfully, have fallen down, almost
to a man, are you going to repeat the precarious business of
betting on tips and hunches, or leaning on some other per-
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son’s judgment when you again resume your stock market
activities? To do so would be a sad mistake. So this is the
time to come to your own decision — whether it will pay
you to go any further along the road that leads to paper
profits, wild plunging, extravagant living, reckless neglect
of your regular business or profession, and then — shrink-
ing fortune, lowered income and perhaps bankruptcy, as a
result of your over-indulgence in a game which you had
no right to play because you didn’t understand it.

You ask: How can a person learn to trade or invest in
stocks? I answer: How does he learn to be a physician,
lawyer, dentist or make a start in any other kind of busi-
ness or profession? He begins by gathering all available
information about the subject. He goes to school and col-
lege; takes a medical, Iegal, business or economics course.
He does not jump into any field haphazard. He does not
hang out a sign before he is prepared to practice.

Alady once said to Paderewski: ““ You are a born genius!”’

“No, madame,” he replied, “I was once an ordinary
piano player.”

Consider bridge and golf: How many bridge players
there are in this country I leave to you. Every one of these
players was once totally ignorant of bridge. Having become
interested, each is now actuated by a desire to play the
game better and better. They are learning, or have learned.

In 1931, 2,000,000 golf players paid their caddies $30,-
000,000 for comfort, convenience and the ability to play a
better game. These golf players paid as much more for
lessons.

You too can learn, whether it is bridge, golf or the stock
market.

So if you decide to continue trading and investing in
stocks, why not begin at once to absorb everything avail-
able on “how”? Just as you would take a course in your
chosen profession, and do the reading necessary for it,
spend as much of your time as you can on this subject.
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Equip yourself for participation in the great game that
centers in Wall Street, to the end that you may find your-
self eventually a fully qualified, successful operator, never
asking anyone’s opinion or advice, but depending abso-
Iutely on your own judgment.

And when you think you know, don’t risk any real
money proving it. Practice on paper all that you learn, for
as long a time as necessary. When you do know how, you
will have something that will last you al] your life; that
should yield an increasing amount of profit and satisfaction.

Whether you decide to learn or quit, perhaps you may
some day thank me for suggesting that you do one or the
other.

: £ % %

As Elbert Hubbard wrote: “Every man who expresses
what he honestly thinks is true, is changing the Spirit of
the Times. Thinkers help other people to think, for they
formulate what others are thinking. No person writes or
thinks alone — thought is in the air, but its expression is
needed to create a tangible Spirit of the Times. The value
of the thinker who writes, or a writer who thinks, or a
business man who acts, is that he supplies arguments for
the people and confirms all who are on his wire in their
opinions, often unuttered.”

Knowing How

MINER must understand how dynamite works before
he can safely use 1t.

A surgeon must understand the construction and opera-
tion of the human machine before he can safely perform an
operation.
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A lawyer must understand the law and its interpretation
before he is competent to draw a contract or try a case.

A navigator must understand how to determine his posi-
tion at all times before he is competent to command an
ocean liner.

If you wish to be a successful trader in stocks, you should

first learn bow to conduct your operations scientifically
and profitably.

Why They Bought It

I SAW B. & O. down around 36 and it was the oldest

railroad in the country so I took on some shares.

When Bethlehem Steel sold at 54, I remembered that it
used to sell above par, and I thought it was cheap.

I'm wc?rking for the General Electric Co. and of course I
know quite a lot about the company. When it gotto 33, I

figured that it ought to rally a few points and give me a
profit.

When N. Y. Central was 228 I made the mistake of

taking the advice of a fellow who said it was surely going to
300.

I bought Auburn close to 500 because I was told the
stock was cornered.

I was advised that du Pont was a stock to buy and never
sell, so I applied this philosophy in September, 1929,

When stocks acted so badly I bought bonds so as to
avoid speculation.
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Charts and the Dow Theory

HIRTY years ago New Street was flecked with chart

enthusiasts, wild-eyed and long-haired, with arms full
of big charts. They could always tell you what every stock
on their charts was going to do, but they never had any
money. Not only did they fail to steer their courses toward
fat bank accounts, but they even had difficulty in navi-
gating the revolving doors.

At that time a person who used or even believed in charts
as an aid in money-making was looked upon with an ex-
pression which plainly asked: Are you that kind of a nut?
But things have changed. Not only in Wall Street but in all
lines of business and almost every profession charts are
being widely used. In the financial district there is scarcely
an office today which does not exhibit some form of graph
showing fluctuations of average prices of stocks, bonds and
other fundamental factors used in determining the course
of securities and business. Wall Street and the country are
now chart-minded.

More than ever are charts being used in recording the
movements of individual stocks. This is the best way to
record market history. An increasing number of people are
learning how to forecast the trend of prices by this means.

Formerly this writer was very skeptical about charts
because so many people were thus misled into development
of mechanical systems which did not call for judgment;
these required merely blind following of definite rules, upon
the appearance of certain chart formations.

But as the subject was studied more deeply, it was found
that charts, when rightly used, were an aid to judgment as
well as a means of improving the quality of one’s judgment.
The more one studies them, the more benefit can be de-
rived from their use.

There have been times when certain statistical factors
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have been used by me in combination with the action of the
market as recorded on charts; however, the experience of
the past few years has emphasized the value of disregarding
all considerations except those which relate to price move-
ment, volume and time. If one is endeavoring to realize
profits from the principal swings in prices of stocks, it is
my opinion that he should disregard fundamental as well as
corporate statistics relating to the stocks in which he is
trading, stick closely to a study of the action of the market
and become deaf and blind to everything else.

I am frequently asked: Do you mean to say that you
don’t consider what the stock is earning or the dividend it
pays? Or its prospects? Or the condition of the industry?
Or any of the other factors that are generally used in form-
ing opinions about stocks? My answer is: You can get the
best results by concentrating on the action of individual
stocks and the market as a whole — when you know how
— because all such influences as earnings, dividends and
industrial prospects are reflected in price and volume ad-
justments before they otherwise become apparent.

* ok k

Thirty years ago Charles H. Dow called attention to the
importance of studying the price movements of the stock
market. These, he said, contained the sum of all available
knowledge bearing on the future course of the market:
“The market reflects all that the jobber knows about the
condition of the textile trade; all that the banker knows
about the money market; all that the best-informed presi-
dent knows of his own business, together with his knowl-
edge of all other businesses; it sees the general condition of
transportation in a way that the president of no single rail-
road can ever see; it is better informed on crops than the
farmer or even the Department of Agriculture. In fact, the
market reduces to a bloodless verdict all knowledge bearing
on finance, both domestic and foreign.
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“The price movements, therefore,” continued Dow,
“represent everything everybody knows, hopes, believes
and anticipates. Hence, there is no need to supplement the
price movements, as some statisticians do, with elaborate
compilations of commodity price index numbers, bank
clearings, fluctuations in exchange or anything else. The
price movements themselves reflect all these things, and
therefore an understanding of all these things can be ob-
tained directly through obtaining an understanding of the
price movements of the market.”

Rigid vs. Flexible Methods

S we sat beneath the palms in a southern garden, he
told me of his success in buying stocks on their in-
vestment qualities. “Of course,” he agreed, “these panic
times are the best for this kind of operation. It is difficult
to make money when prices are high because even if you
wait for the big slumps, the market is likely to keep on
going down and eventually you find yourself tied up.”

“Don’t you ever limit your losses or trade on the short
side?”

“No, I invariably take an investment position. I never
sell short. Somehow I can’t get myself to do that. I figure on
the intrinsic value of a stock, its average earning power, its
dividend rate and yield. When I can buy a stock at less
than itsintrinsic value, I doso. If I can buyitin animportant
decline, so much the better. This method makes money
some of the time but, of course, it ties me up frequently.”

“I would call that a very rigid method of operating, and
I don’t see why you use it except in panics.”

“If I waited for panics my money might be idle for sev-
eral years. Panics donot recur as often as in former decades.
So, as I am in the business of investing for myself and others,
I cannot let my capital remain idle. I admit the penalty
is ‘being tied up’ but I don’t see how I can avoid this.”
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“You can do so by adopting a flexible method of operat-
ing instead of your rigid procedure. First, you learn to fore-
cast the trend of the market. Then trade with that trend.
You derive a net profit from a series of transactions in
which your profits exceed your losses. There is no reason
why you, or any man of average intelligence, should not
learn to do this. You should either learn it or revise your
method of investing: buying only in panics and selling out
completely in booms. Then your money should remain idle
until the bottom of the next panic — as nearly as you can
estimate it.”

My friend admitted that all this was true, but, as he
said, it was very hard for him, at his age, to change his ways.
He was always tempted to buy when he saw what he
thought were opportunities.

Inside Information

N December 1931, Mr. Kreuger, in a speech made in
Chicago, said: “I do not know of any specially weak
points in our company. Our capital position has been very
much improved. Last year we had $73,000,000 in debts.
At the end of this year we will have about $25,000,000 and,
with the exception of $2,400,000, every penny of it is in
Sweden wherewe havearrangementswiththe Swedishbanks.
Really there is nothing in that position that worries me.”

The price of Kreuger and Toll was then around 5.

This was followed by what appeared to be a personal
canvass by certain insiders, its purpose being to induce
buying of Kreuger and Toll stock. On increased activity
and volume, the price was run up close to 9 in January. Its
action gave ample indication of inside pool distribution.
Volume averaged 30,000 shares per day.

The inside information was: “Buy at 6, 7, 8 and above.”

The tape said, unmistakably, “Get out! The pool is
unloading!”
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Wall Street Fallacies

1. That You Can Put a Stock in Your Box
and Forget It

HEN a stock in your box is worth more than you
paid for it, you not only cannot forget it but you
insist on going around and telling everybody about it.

A stock that shows a loss never gives you an hour’s
peace. When the market is mentioned, you think of IT.
The first thing you look at in your newspaper, or on the
broker’s quotation board, is IT. IT nudges your memory
whatever else you are doing. Your wife kids you about IT,
and reminds you of your marvelous judgment. And that
[ittle devil of a stock dances at the foot of your bed when
you are trying to sleep till you mumble to yourself what a
sucker you were to buy it.

A ot of people should get a kick out of this expression
“put it away and forget it”” — a good swift kick.

The Wall Street Menagerie

SSOCIATING with our well-known friends, the Bulls
and Bears, we find numerous other creatures in Wall
Street. The Owl, wise looking but silent — very rare. The
Flea, always hopping in and out of the market. The Porcu-
pine, forever sticking someone. The Workhorse, meaning
the Managing Partner in a brokerage house. The Parrot:
he repeats the tips. The Mole that gets at the root of things.
The fright-paralyzed Horse that refuses to leave the burn-
ing stable. The Shark that feeds on the poor fish. The
Rabbit, so easily scared. The Bulldog that hangs on too
Iong. The Sheep, so easily led, and the Lambs so frequently
sheared. The Hog, never satisfied with his profit. The Wolf
that preys upon the weak. The Ostrich that buries his
head when he expects a margin call.
And then there are the Jackass and the Poor Fish. Who
among us has not been one of these?
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Editorial

ANY people inquire: Are you still connected with
The Magazine of Wall Street?

My answer is: No. Although at one time I was the sole
owner, now my only relationship is that of bondholder.
Out of my original bondholdings of $500,000, I still haw‘re
$250,000 of the 7% bonds of The Ticker Publishing Com-
pany, which owns the magazine. That publication is a
brain child of mine. Naturally, I am interested in its wel-
fare, but since 1926, I have had no part in its management,
its policies or its forecasts.

The magazine you are now reading, Stock Market Tech-
nique, is a medium for my personal expression. Having
spent forty years acquiring an understanding of the Stock
Market, I see no reason for hiding this under a bushel.
Properly presented, it should benefit many other people;
not only those immediately within my range, but others
who may be induced to realize that there is a code of en-
lightened procedure in the stock market, although it may
not be my code.

So now I am engaged in spreading this information, and
shall continue to do so for several additional years, by

which time I hope to have published and otherwise made
available whatever I believe will be helpful.

I am determined to aid the American public in obtaining
a better run for the money it brings to Wall Street.
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The Higher Development of
the Dow Theory

IDESPREAD interest in the Dow-Jones Averages

Is a sign that the public is beginning to study stock
market action. People nowadays discuss the market, its
present level, its future prospects, in terms of “the aver-
ages.” Everyone has his opinion as to what “the averages”
are going to do. In the recent bear market, amateur fore-
casters had their pet theories as to how low “the aver-
ages” should go; when the market turned upward without
touching their anticipated low points they regarded it as a
personal grievance. The market having thus failed them, -
they could not think of buying stocks. Some retained this
attitude until “the averages” had nearly doubled. On the
other hand, many covered their shorts near the lows and
took a long position when ““the averages” indicated the
turning-point.

When discussing “the averages™ nine out of ten refer
to the Dow-Jones Averages, although there is no special
potency in these as compared with averages published by
the New York Times, New York Herald-Tribune, Stand-
ard Statistics or others. Take any group of fifty to a hun-
dred stocks of your own selection and plot them on the
same sheet as the Dow-Jones Averages and you will find
Iittle difference in their value as indicators.

There is an advantage in a study of any set of averages,
for we thus begin to get away from the fallacy that making
money in the stock market is a matter of getting the right
tips.

Few traders actually appreciate the possibilities con-
tained in the very essence of the Dow theory which was:
“The price movement represents everything everybody
knows, hopes, believes and anticipates.” Dow meant that
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the key to the trend of the market is found in the action
of the market itself. Had Dow lived, he unquestionably
would have been emphasizing his principle to this
day.

Some ten years ago, the late W. P. Hamilton, then Editor
of the Wall Street Journal, wrote a book on the Dow theory
about the stock market. In applying the Dow theory, Ham-
ilton occasionally forecasted the trend of the market cor-
rectly. And while all this added somewhat to the general
knowledge of the subject, Hamilton did not get very far
because he did not know how.

To become a good judge of the stock market, constant
study and practice are necessary. That is what Dow was
doing up to the time he died. I used to see him mornings,
before the market opened, walking across Broad Street
from Dow Jones & Co.’s office to that of Robert Goodbody
& Co. Under his arm he carried a bundle of charts, and his
current writings indicated that he studied these and the
tape assiduously.

At that time I was a member of a New York Stock Ex-
change firm, and though interested in the comparatively
brief essays of Dow on Stock Market Trading Technique,
I did not give these their true value until I began to pub-
lish The Ticker, a magazine devoted to stock market
practice, predecessor of The Magazine of Wall Street. My

subscribers required more light on judging the market by

its own action. I met their requirements, and in so doing
had ample opportunity to test the Dow principle; for in
the years that followed — 1907 to 1926 — my researches
in stock market action and my continual practice in judg-
ing the current and probable future trend of the market
formed the basis for a tremendous business and a large
following in financial publishing and advisory work.

Had I continued to use the Dow principle only as he
developed it, I would not have gotten very far; I would
probably still be following the cumbersome plan of waiting
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for the rails to confirm the industrials; but my work kept
me at the stock ticker five hours a day and the many long
years of striving to perfect my technique resulted in these,
among other conclusions:

Trends. Dow stated that there were three trends to the
market — long, intermediate, and day-to-day. I found that
there were also hourly trends, with buying and selling
waves each averaging somewhat less than a half hour.
Also that these hourly trends were forecastable by means of
a technique similar to that employed in judging the three
others.

The technical trends of individual stocks also number

four, as stated above. While the method of judging these
resembles that used in forecasting the trend of the whole
market (or, say, of any averages), there is a special tech-
nique which may be applied to individual issues, whether
judged from the tape without any memoranda, or from
charts which record market history, and which form a
basis for such judgment.
Turning Points. Instead of waiting for the averages to
confirm each other, perhaps far after the actual turning
point, I found it possible to judge these turning points
right on the nose, and was frequently able to pick the
psychological hour when these should and did occur. I did
not wait for the Motors to confirm the Steels, or the cats to
confirm the dogs; the evidence was right there before me.
While no one’s judgment is 1009, over a long period, I
accomplished this most desirable of stock market objec-
tives frequently enough to prove that it was not by accident
but was the result of correct reasoning.

As to the turning points in individual stocks to which 1
have devoted much attention, it has been demonstrated
that when one knows how, trading from the tape may be
done with stop orders varying from 24, 14 to 1 point away
from the danger points, and by this I do not mean a line of
tops or bottoms or such formations as are frequently
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labelled this and that, but by a scientific method of judg-
ing supply and demand — support and pressure — using
what —in the mechanical field — would be called instru-
ments of precision.

Judging Distance. Another important adjunct in stock
trading, known by very few people, is how to judge the
number of points the averages or any group of stocks or any
individual stock should move in a certain direction, subject
to continual confirmation, correction or perhaps contradic-
tion, as indicated by market action. Some people believe
they can do this by other means, which I also understand,
but I have not found these reliable, and have discarded
them.

Having accomplished the above, I am able to forecast

with a satisfactory percentage of accuracy the probable
number of points the whole market should advance or de-
cline; and what is of even greater value, the probable num-
ber of points individual stocks should move, and which
way.
Selection of the Best Opportunities. Ability to judge distance
has pointed the way to another forward step. By comparing
the probable distance each stock out of a group of say one
hundred should move, I have for many years past been able
to decide which stocks should afford the most satisfactory
profits. Without such an advantage, one is likely to get
into stocks which give the poorest returns; but by choosing
these live ones, the greatest profits are procurable; capital
is turned over frequently, and the year’s net profits greatly
enhanced.

Further Developments. I am working now on what should
be a further round-up of the best there is in the by-products
of the Dow theory. My purpose is, in many instances, to
anticipate, by minutes or hours, the top of the last bulge in
an up-swing, or the last drive in a decline in the market, or
in certain stocks, so that I can calculate at about what
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price and approximately what hour and minute these turn-
ing points should occur. Thus armed, one may have his
orders to buy and sell arrive at those certain trading posts
on the floor of the New York Stock Exchange as near as
possible to the very moment when the top or bottom price
is there being recorded.

All these advantages in trading and forecasting I have
derived from the Dow principle: “ The action of the market
itself is the best indication of its future course.” Not from
the methods of Dow, or Hamilton or anyone else has this
been done; but by taking that principle and developing it
through long years of concentration on Stock Market
Technique, combined with continual practice in forecasting,
trading and money-making.

The Tape Forecasted the Turn

NE of the most important things to know about the
market is whether it is in a bullish or bearish position
— that is, whether the trend is upward or downward.

The same thing is desirable to know about any single
stock, or group of stocks such as are represented by the
averages, or, in the case of our studies, by the one hundred
leading active stocks, of which we keep a record. The
percentage of these hundred stocks which are in a bullish or
bearish position is in itself an indication of the trend of the
market.

During the last week in May 1932, nearly one hundred
per cent of these stocks were in a bearish position, indicat-
ing a further considerable down-swing. From that time, the
percentage of stocks in a bearish position decreased rather
sharply, especially those that indicated down-swings of
from ten to thirty points.

The three to five point declines were, during the month
of June, fluctuating between a percentage of about twenty-
five to seventy-five. These short down-swings would be
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indicated, then they would actually occur; then, having
been accomplished, there would be fewer in the short-swing
bearish position, which was evidence of a lessening of the
pressure.

The long down-swings were, in June, reduced in percent-
age to, say, from ten to thirty, whereas in May they had
ranged from thirty to one hundred. Clearly, all this was the
forerunner of a change in the long trend, and when, in
July, the market was put to its final test, there was a con-
stantly reduced percentage until, toward the end of the
month, a mere handful of stocks were in a bearish position.
On the other hand, issues in a bullish position began
rapidly to run up from about ten per cent in the first week
of July to as high as eighty-eight per cent for the short
moves, and around thirty per cent for the long upward
moves in the last week of that month.

August percentages began with strongly marked bullish
indications, and with little or nothing on the bear side. A
percentage of less than ten for the short down-swings and
nothing at all for the long down-swings were characteristic
of the first half of that month. During the latter half, an
average of ten to twenty per cent indicated short down-
swings which were nothing more than technical reactions.
There was practically nothing on the long down-swing side.

Those able to judge the market in this way have what
is probably the most farsighted barometer that exists. We
find that it forecasts coming changes from one to three
weeks in advance. In fact, these changes are apparent when
none of the other trend charts or other indicators contain
any suggestion of a change.

“It marks a big step in a man’s development when he
comes to realize that other men can be called in to help
him do a better job than he could do alone.” — Andrew
Carnegie.
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How the Technician Judges
the Stock Market

STOCK market technician’s study of the market is
continuous. Every hour and minute of every stock
exchange day he watches its action as recorded in the
transactions which appear on the tape of the stock ticker.
He has certain methods of analyzing, weighing and forming
conclusions from his study of the transactions, which are
made up of advances, declines, rallies, reactions, etc. He
closely observes the volume of the transactions, and just
when the volume is light, heavy or medium, as well as the
speed and momentum of the market in these various phases.
While to the average observer, and those untrained in
technique, there appear many miscellaneous transactions
in a lot of different stocks, some active, others sluggish;
some frequent, and others infrequent, everything has its
meaning to the trained eye. Long experience enables him
to interpret what to others appears to be a jumble of stock
market events, into a very definite expression of the mil-
lions of minds whose emotions are registered on the narrow
ribbon of paper by means of their actual buying and selling.
An experienced judge of the market regards the whole
story that appears on the tape as though it were the ex-
pression of a single mind; that is, the composite mind of all
the traders, investors, bankers, pools, institutions and
others who are participating in the transactions. To illus-
trate: If there were ten men in a room making transactions
in a stock, and not a single one of them knew what the
others were doing, and if their transactions appeared on a
tape, it would be possible to form an opinion of the trend of
that stock as influenced by their combined transactions.
Some might be selling; others buying. But if they were to
trade continuously in that certain stock the evidence of its
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immediate course would be found in how, when and how
much they actually bought and sold. Every experienced
tape reader recognizes this to be a fact.

In order to realize the difficulty involved in gauging all
stock market operations and especially in judging the plans
and purposes of large interests by observing the action of
the stocks in which they are operating, the following facts
should be borne in mind: The tape of the stock ticker re-
sembles a moving picture. The scene changes every mo-
ment. While the story is continuous, the outcome of the
drama is not always clear, although the trend of events
may be so to a certain degree. Just as a scenario writer
endeavors to mystify his audience, so pools and manipula-
tors strive to confuse and influence the public into thinking
a stock is moving in a certain direction when the ultimate
purpose is to have it move the other way.

In endeavoring to ascertain the present position of the
market, the technician begins by ascertaining its present
location, just as a navigator takes his bearings and sets the
course of the ship. The market is always in a certain well
defined position, no matter what conditions may be. It is
either in a strong uptrend, or in a slow advance, or in a
reaction, or a rally from a reaction, or in a recovery from a
slump, or in some other position which he is able to dis-
cern and designate. At times the situation is so evenly
balanced that he regards it as in a neutral position. In that
case, he favors neither the long nor the short position. He
waits for a definite trend before taking a full Iine of stocks,
although he may deal in a few issues promising immediate
results.

Having located his position on the market map, he sets
his course in the probable direction of the next Important
swing. His next step is to select the stocks which should
yield the greatest amount of profit in the shortest length
of time. Just as the market as a whole has its technical
position and probable trend, so each individual stockisin a
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certain technical position and has its own trend. A close
study of its action enables him, in the majority of cases, to
state whether it is moving in accordance with the trend of
the general market or in a contrary direction. Naturally,
if the trend of the general market is upward, he selects the
stocks which individually are in an upward trend. In every
important move in an individual stock there is a period of
preparation. Just as a race horse is trained and groomed for
a certain race on a given day so a stock which is to have a
substantial move in a certain direction finally reaches a
point in its market gyrations which is the equivalent of
being ready to go. Another illustration would be that of a
swimmer who steps out to the end of the spring-board.
When he gets there we naturally infer that he is about to
dive. How far he will go thereafter, depends upon his
strength and endurance.

There are certain ways in which, in many instances, the
approximate extent of a rise or decline in a stock may be
determined. That is, a stock selling at 80 may give indica-
tions that it is being accumulated for a rise to 100, whereas
another stock selling at 70, may hold promise of a rise to
only 75. In such a case, he would naturally choose the stock
which will probably yield the greater number of points
profit. If this stock is being accumulated within a range of
80 to 83, he tries to buy it as near to 80 as he can, so as to
reduce the risk and secure the maximum profit.

Having made his purchase, he holds his position until
the objective point is reached or until he observes contra-
dictory signs. It should be understood that large banking
interests and leading pool operators cannot always carry
out their plans as they are originally arranged. They may
accumulate a large line of stock at the 80-83 level, intending
to benefit by a probable rise to 100, but by the time the
stock reaches 90, the whole financial situation or the cir-
cumstances surrounding that particular stock may have
altered. Hence, it becomes advisable for them to close out
their holdings and wind up the campaign.
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Their operations may be spread over ten, twenty or fifty
different stocks, or confined to a few, but the operating
principles are the same. Any individual, pool or syndicate
dealing in the stock market has only one object — to make
money — and as conditions throughout the world have
direct or indirect influence on the course of the stock market
and on individual stocks, all campaigns are invariably
undertaken with the provision that a modification or com-
plete change in tactics may be necessary at a moment’s
notice,

Why Study Statistics?

YOU say you must have an economic or a statistical
reason for buying and selling: Did your tabulation of
Car Loadings tell you, in August 1929, that railroad
traffic would decline for three years? Did your statistical
manual contain any intimation that New York Central
would shrink from 250 to 10? Did your Index of Business
Activity tell you to cover your shorts and take a long posi-
tion in July 19327 Weren’t those figures still bearish?

Was there anything in the Steel Production figures that
said: Buy U. S. Steel at 22, Bethlehem at 8, or Republic
at 2? '

And those Statements of Corporation Earnings: Did they
say the turn had come? Or the Charts of Money Rates,
Commodity Prices, Chain Store Sales, and other figures
you watch so closely — weren’t they all pessimistic and
making you more and more bearish?

Honestly, now, how much dollar-benefit have you de-
rived from all your study of the vast array of statistics in
the past three years? Didn’t these figures keep you Iong of
stocks till the panic scared or squeezed you out? And didn’t
they get you in again too soon, or keep you bearish till
long after bargain days had passed?

Then what good are they?
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Why not form your conclusions from the action of the
market itself? Then you will be getting your information
at first hand — reliable information.

And when you know how to interpret market action,
you will make far more money out of the stock market —
and keep 1t — than if you had all the world’s Fundamental
Statistics poured into your lap every minute of the day.
For the effect of all the Statistics that you and millions of
people absorb from their daily newspapers.and news tickers
is all boiled down on the tape.

Flashes

TN stock trading you must have plenty of nerve but no
“nerves.”

Don’t monkey with the stock market buzz-saw till you
know how to cut wood.

God loveth a fluent and uncomplaining loser, but even
the Devil detesteth a belly-acher.

He was an aviator but he couldn’t get himself to take the
short side of the market. It is too risky, he said.

A tip is a bit of misinformation divulged by someone who
heard it from a person with whom it did not originate.

The best inside information is on the tape. I would rather
follow its indications than act on a tip from J. P. Morgan
himself. ‘

For the man who does not understand scientific trading

in stocks, it is much better to buy partnerships than to grab.

for fluctuations.

Just as the seeds of the late panic were sown in the 1929
bull market, so the roots of the August, 1932, rise were
grounded in the previous depression.
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Some friends of mine would be excellent judges of the
stock market if they did not try to mix economics with
technique. These two factors too often contradict each
other.

Even if it were not true, as the Washington investigation
proved, that some of the news is subsidized, it would not be
possible for anyone continually to interpret the news so as
to derive profits.

“What I don’t like about these new electric quotation
boards,” said a trader, “is that when I am losing money
they always seem to snicker. Naturally, I am sensitive
about this.”

Many who are not successful traders join pools because
they think those who manage pools can trade better than

they. But when they hunt deer they pull their own triggers,

because they have learned how to shoot.

Legislation against corporation directors who operate
pools on the Iong and short side of their own stocks will not
help the public, for if such laws were passed we should find
that aunts, cousins and grandmothers were members of the
pools.

Funny how a man will stay away from a stock after it
has given him a good spanking. A prominent floor trader
tells me he sold 10,000 General Motors short at 82. When
they rallied it to 92 he took a 10 point loss, and after losing
that $100,000 he didn’t have the nerve to hit it again.

The Bible names a couple of good traders who deserve
mention: Jacob kept bidding up until Esau filled his bid
with a mess of lentil soup. Then there was the merchant
who went away and left his sons so many talents. The one
who traded with his talents secured the greatest reward.
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No security in the market today can be considered im-
pregnable enough to put away in your vault with positive
assurance that its intrinsic value and earning power will
never depreciate. Conditions are constantly changing and
the industries directly affecting your stocks and bonds are
sensitive to these economic changes.

Most people read the tape after they have made a trade,
in order to see how their stock is coming on. Bad practice.
They should study the tape beforehand, decide when to
trade, when to hold on, and when to close out. The tape
will tell them all these things, if they know how to read it.

- You ask: If I judge the market by its own action, as
indicated on the tape, what shall I do with this vast array
of statistical manuals, compilations, services and data that
I have been accumulating and subscribing to for years?

My suggestion is that you pile it all up on a table, push
the table up to the window, and, making sure that no one is
below, tilt one end of the table.

In our Wall Street Menagerie we omitted to mention the
Straddle Bug who tries to make money out of both the
long and the short side of the market at the same time.
Every so often one of these adepts calls to explain his
marvelous method of taking money out of Wall Street. He
buys one hundred shares of Union Pacific and then sneaks
off down the Street and sells one hundred Union Pacific
“short” through another broker. If the price declines, he
takes his “profit” on the “short sale.” Or, if the price ad-
vances he sells out his “long” stock. It never dawns on him
that his net position is neutral, and that he has paid two
commissions for which he has nothing to show. Would you
believe there are people like that?

“There is a principle which cannot fail to keep menin
everlasting ignorance; that principle is contempt prior
to examination.” — Dr. Paley.
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Speculation as a Fine Art
By Dixon G. WartTs

First of a series of articles containing some of the wisdom of famous
Wall Street operators. Mr. Watts, many years ago, was a leading
operator in cotton, and this article by him 1s one of the oldest on the
subject of speculation as well as a classic in its line.

LL business is more or less speculation. The term specu-

A lation, however, is commonly restricted to business

of exceptional uncertainty. The uninitiated believe

that chance is so large a part of speculation that it is subject

to no rules, is governed by no laws. This is a serious error.
We propose to point out some of the laws in this realm.

Let us first consider the qualities essential to the equip-
ment of a speculator. We name them: Self-reliance, judg-
ment, courage, prudence, pliability.

1. SELF-RELIANCE: A man must think for himself, must
follow his own convictions. George Macdonald says: “A
man cannot have another man’s ideas any more than he
can have another man’s soul or another man’s body.”
Self-trust is the foundation of successful effort.

2. JupeMENT: That equipoise; that nice adjustment of
the faculties one to the other, which is called good judg-
ment, is an essential to the speculator.

3. Courace: That is, confidence to act on the decisions
of the mind. In speculation there is value in Mirabeau’s
dictum: “Be bold, still be bold, always be bold.”

4. Prupence: The power of measuring the danger, to-
gether with a certain alertness and watchfulness, is very
important. There should be a balance of these two, pru-
dence and courage; prudence in contemplation, courage in
execution. Lord Bacon says: “In meditation all dangers
should be seen; in execution none, unless very formidable.”
Connected with these qualities, properly an outgrowth of
them, is a third, viz., promptness. The mind convinced, the
act should follow. In the words of Macbeth: “Henceforth
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the very firstlings of my heart shall be the firstlings of my
hand.” Think, act, promptly.

5. PriaBirity: The ability to change an opinion, the
power of revision, ‘“He who observes,” says Emerson, “and
observes again, is always formidable.”

The qualifications named are necessary to the make-up
of a speculator, 