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FOREWORD

A man writes the best and docs the most good [or others
wher his. object in writing is not to make muney o pratify
ambition or gain publicity, but to help others whu need help
and appreciate his efforts.

When T wrote TRUTH OF THE STOCK TAFE in
1923, it was because there was a demand for a book of that
kind. People needed the help that T could give them anl
the bencht of my experience and knowledge. I that hook
| gave the beést 1 had and received my reward. Feople ap-
preciated iy eforts. They bought the hook then and they
are still buying it. They say it is a goud book and more
than worth the money. That is very gratifying o me.
After the 1929 bull market culminated there was & de-
mand for a new bonk to meet changed conditiohs under the
so-called “New Tira,” a0 I wiote WALL STREET STOCK
SHLECTOR in the Spring of 1930. [ gave freely of my
knowledze and the benedlt of years of experience. This buok
helped others ta protect theie principal and mike profils.
People who read the book prunounced it onc af the hest.
It is still selling, and again 1 have heen revrarded.

No man can learn all there is to know about forecasting
the trend of stocks in 3, §, 10, or 20 years, bul if he 5 A
decp student and hard worker, he learns more and lnowl-
edge comes easicr after years of expericace, [ knew more
about determining the trend of stocks in ry23 than | eliel
in 1911, Seven more years of experience gave me more
knowledge and enabled me to write the WALL STREICL
STOCK SELECTOR in 1930 and give my readers the
benchit of my increased knowledge. [Mow, after five more
years have elapsed, my experience and practical test of new

rules have enabled me to learn more of value since 1930
i
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The 1929—1932 panic and what has followed since, gave
me valuable experience and T have gained more knowledge
about detecting the right stocks to buy and sell. I cannot
loge if T pass this knowledpge on to those who will appre-
ciate it. ;

Hundreds of peaple who have read my books have asked
me bo wrile a new book,  Again, T answer the call and meet
the popular demand with NEW STOCK TREND DI
TECTOR. 1 helieve the book will help othérs to avoid
some of the pitfulls of reckless speculation. Tf I can lead
a few more to the ficld of knowledge, 1 shall again be amply

repaid for my efforts,
: W. D Gann

Jaouary 3, 1%,
43 Wall Sireet, New Yoark,
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CHAPTELR 1

A NEW/DEAL IN WALL STREET

Since writing TRUTH OF THE 5TOCK TARPFk
1923 and WAL, STREET §TOCK SELECTOR in 1930,
the greatest panic _..rEn nrn world has ever seeq has taken
place, culminating with the greatest stock dedine in history,
reaching extreme low levels on July 8 1932, Conditions
have changed since 192y and new laws have been passed af-
fecting stock market movernents. “The passing of the law
,.Em_n_ia_:.m stock exchanges has made a great change in the

ottt ——

action ol the Eﬁ_,.”# market and made it necessary to formie
latc new rules to meet the changed. concitions. The Dible
SAYS, n._u_E :::ma pass away und new ones come to E-ﬁ. their
waetl = places. [ Z¥ A wise man changes his mind; a fool never.” The
reLan f_.?“_ refuses to change when conditions change, or to
see the new way of deing things is doomed to Failure.
Thiz is an age of progress. We move forward, not hack-
ward, We cannat stand still. We must go ahead with
progress or retrograde into the list of the "has hesns."
Henry Ford made hundreds of millions of dillars with the
old Model “T” car. It was & good car in its day and Ford
wits satisfied with it, hut time and conditions changed.  The
public changed ‘and demanded an up-to-date, better car.
Henry Ford, being a wise man, saw the "handwriting on the
wall" and changed bis mind.  In the midst of the world's
greatest depression, Ford closed his factory and spent over
#150,000,000 to develop 2 mew and berter car, or as the
|
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boys say, “He made 2 lady out of ‘Lizeic."’ He was not
actuated hy the desire for mpre money when he developed
n o g [y hed
this new car. Tt was prde and ambition and not greed
that nrged him to keep the public's good will by giv ing them
a better car at a lower price. The public responded quickly
and the new Ford became a leader. Each year Ford has
improved his car until the 1936 Model is the best car yet
produced.

Politicians with selfish motives have always preached
against Wall Steket and misled the public in regard to the
way business is handled on the New YVork Srock Exchange
and the type of men who handle it. ‘Therc is no business
in the world where a higher type of honor exists than among
the men who are members of the New York Stock Exchange,
Mo business men in the woild live up to their contracts like
the brokers on the floar of the New York Stock Exchange.
In other lines of Lusiness-contracts are made for future de-
livery of different classes of goods, lumber, textiles and mer-
cantile products of various kinds. In cases of this kind,
when prices advance, the huyer calls on the seller to take
delivery of the products, but when prices decline he cancels
his contract and leaves the seller to get out the best way
he ean, | quote from a letter received from a promincat

lumbérman

._”__._q__:l_,.._n_._ﬁ_ﬂ___.._._nﬂm_"m—m:_—.-n.._u.__.w__n_..n.m_""—:.__.n_"_..___"_._.._.n n__"w_ﬁn_._.n_._n.ﬂ
even should ome be fortunate ecough o !__._u—uq...._mi_”.w them, for the rrason the
purcliases maj conedl the condescr 1f prices dicline, but the saw mill is ex-
pected en 6l the. contracf ar the sale prie: even if prices advance akbsve it
With few cxoeptioms, this s the general rule gnverning gales by sow. mills
bn facturies that ronsnme the major part of bardwood lomber io the Tiied
States. In the decling of the lumber marker the first pact of apd4, my com-
pany had lambier orders cancelled, amounting to s qonoo feet. T know thia
muet seeen steangn o Foa, hoving eperated s bong where all centeacts are
made Hioding on buth buyer and seller.

"] hove o high regard for the husiness methods ueed i Wall Bireet.
After troding there ten yescs, i€ i3 my opicion there s probably no place
or business an fres of repudintions dr eme of dishonesty.”

Such a thing as a member of the New York Stock Ex-
change ever attempting to cancel his contract for a stock

T
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A NEW DEAL IN WALL STREET A

he buys or sells is unheard of. When a broker buys or sclls
stocks on the New York Stock Exchange by raising his hand
or nodding hiz head, he is bound by his honor to live up
tu the contract and he docs. MNo matter how miuch the stock
pocs against him or what the loss is, he never welches. Tle
doca not attempt to cancel his contract. He mukes his de-
livery. The brokers and the managers of the New York
Stock Fxchange arc honést and reliable men.  The public
has been confused as to the position of the New York Stock
lixchange, which is but the incang and the machinery for
carrying un Lransactions between buyer and seller.  The
hrokers on the Hoor of the New York Stodk Lxchange are
in no way responsible for the actions of pools or outside
deals, which at times have been handled by unscrupolons
manipulators in the past, but the public has been led o
believe that the Stock Iixchange and its members were work-
ing againat them. The brokers simply buy and sell for a
commission and give the best service possible to their cus-
tomers. The Mew York Stock Exchange serves a uselul
purpose.  Fhe greater part of the manufacturers of this
country have their sticks listed on-the Mew York Stock Fax-
change and every huyer and seller can know every duy wha
the prices are. Without the New York Stock Frchange
there would be no Clearing House, no place where peaple
who need money could instantly turn their securilies into
cash. The fact that the Néw York Stock Tlxchange has been
in existence since 1992 proves that it flls an econunic need,
ur it would have long since been out of huziness.

For years Wall Street and the New York Stock Ea
change and its rules and way of doing business were con
gidered the best and needed no changes. Then came the
“New Deal" and the Securities Exchangs Law which com-
pelled changes in rules. Befare these laws were put into
effect, the New York Stock Exchange saw the need ol a
new way of doing business and keeping the public thor-
oughly informed of the way business was carvied on.
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ﬁ:m.?..ﬁam WaLl STREET AND THE NEw YURK HTOCK
ExcHanG T

The man who makes prolits never gives credit to Wall
Sircet Lrokers or any dne clse for his profits,” He rakes
credit for makisig them himself. Then, why shiould he blame
his losses on someonc else?

It you make a trade i stocks and lose money, do not Let
puliticians lead you to believe that prol managers, triamipii-
laiors, Wall Street, or the Mew York m_m_._.nr.ﬁﬁ_.ujnm are
the canse of your loging moncy, because they are nob, MNa one
{erees you ta mike a trade. Toubuy or sell stocks because you
hope to make profits, and you would not kick if you made
them ; therefore, don't play thie “baby act’ and blame some-
[{ you had carelessly run in front of an
sutemobile and were injured, would you blame the auto-
mobile or the driver for your carelessness?  Just Liecause
people have heen killed by cars is no reason why laws should
bé passed to keep automobiles off the roads and streets.
Politicians have Lried to pass laws fur years to restrict the
nseful operations of the Stock Exchange and Commadity
Fxchanges just beciuse peaple who lost money have comne
plained to Congressmen against the Exchanges which serve

a nseful purpise.

one it you lose.

Tue Law oF SUPPLY AND DIEMAND

The prices on the New York Stock Exchange, Mew York
Cotton Exchange and the Chicage Board of Trade are
poverned by Supply and Demand. No marter ._...:n_.._u.....h_._rn
huyimg or selling 1s Ly the public, by pools, or by manipu-
lators, prices decline when there are more sellers than Luy-
ers and prices advance when atocks are scarce and when
there ‘are more buyers than cellers. The members of these
Tixchinges do not make th markets; they only do the buy-
ing and selling far the public and large operators. The

pools and large operators i the past have manipulated
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A NEW DEAL IN WALL BTREET ]

prices, hut no blame should be placed on the Exchanges
which merely act as a clearing house [or the transactions.

1i you could find out the rules the master market makers
use to make money, you would buy and sell when they do
and make profits, wouldn't you? TF you knew what the big
operalors were duing, you certainly would {ollow them.
People viten ask me: "How can | make some casy money g
or *TTow can I make some moncy quick?”  There is no way
to make easy money and there s no way to make mancy
quickly uatil vou have acquired knowledge yourzelf, Y ou must
pay For whatever you get. What is worth having warth
paying for, Getting money quick and casy does more harin
than good.

You can learn what the big operators are doing by being
a pood Wall Sereet detective. You can detect what the
“ _wers that he' are doing, by a study of Supply and e-
mand.  ‘The records of the tatal sales and the high and
luw prices of every stock are published daily in the news-
papers throughout the counery,  There 15 no sceret abii
it. It is just up to you to Lollow rules.  I0 you study Sup-
ply and Demand and apply my rules, you can detect the
trend and make moncy.

How New Dean Has CHANGED CoMLITIONS

The New [eal in Washington and the laws passed have
changed stock trading so far as the public is concerned.
Washed sales under the Securitics Exchange Law are no
longer permitted.  The specialist is restricted on eades that
he can make for himself. Short selling has been cureailed,
A heavy increase in the amount of margin required Lo carey
stocks has reduced the volume of trading. Taxes have been
increased, both income taxes and other taxes, which eanzes
\raders and investors o hold on lunger and not sell out their
stocks hecause they would have to pay such a large amount
of their profits to the Government, This changes the tech.
nical position of the market; makes it stromger at dmes Lot
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eventually will make it much weaker and stocks will decline
nuch [aster hecause the shorr interest in the future will be
limited, pool operations will be smaller, and the support
in the market by che specialist will be much smaller than it
has been in the past

There will come a time when the market will run into
real heavy seélling; bids and offers will be far apart. It
will be hard to sell stocks when everybody wants to sell and
nobody wants o buy.  Another thing, heavy margine will
work againat the market and cavse a greater decline, because
when people put up 40 to 6o% margin, they will hold on
longer, or until the margin is nearly exhausted, then every-
body will want to sell at the same time and there will he few
huyers. Tt is my n__wm:.Es that the laws passed to regulate the
Seock Exchange will not prove beneficial to the public in the
[uture, just as many laws already passed by the Administra-
tion under President Roosevelt have already proved to be
detrimental and the Supreme Court has found it necessary
to declare them wiconstitutional.
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CHAPTER 11
FOUNDATION FOR SUCCESSFUL TRADING

il s the priccipal thing:
therefore get wisdom: and with
all thy getting et understanding"—Froveass 407

Have you ever stopped to think and make 2 careful
analysis why you have lost money in stocks or why you have
heen wrong when you made a trade 7 [f you have, you have
probably found that you traded on hope, bankers’ opmions,
brokers' opinions, or relied on tips, or you guessed yourself.
Another reason, hecause you did uol admit e yoursclf that
vou could he wrong dnd did not protect vourself when you
made the trade.  But regardless of how you made the mis-
take and had the loss, the [ault was your own, because you
had no definite rule or plan or way to know just when to

buy and sell.

You should learn to trade on knowledge, which will
climinate fear and hope. Then, when hope or fear no
longer influence you, knowledge will give you nerve fa trade
and make profits.  You should learn the truth about a stock,
then learn how to apply all the rules thar 1 have given in
my bocks TRUTH OF THE STOCK TAIE, WALL
¢TREET STOCK SELECTOR and in this book, NEW
STOCK TREND DETECTOR. Then you will have a
knowledge of trading and an education that you never had
Gefore, and when you make a trade, it will be for a ool
and sufficicht reason and on definite rules. You will neither
hujre nor fear then,  You will trade on facts. You will pro-
tect your capital and profits by the use of stup loss orders
and will make profts,

There is ong way to always correct a mistake if youbuy or
7
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sell a stock against the trend, and that is to place a stop loss
arder. A stop loss order protects you in many wiys. When
you buy a stock, place a slop luss order 1, 2 or 3 poings away.
‘Then if you are out of rown or out nf reach of your broker
and sume sudden, unexpected event happens 10 cause @ sharp
decline and the stock reaches your stop loss arder, you arc
qutomatically suld ont. The stock might go 10 points lower
the same day before they could reach you. Yer, you are pro-
tected because you had your erder with the broker to sell.
Yo didd ot have to he there to watch it and did not have
tw be where the broker could reach you.

Uhere is nuthing that will give you mere valuable in-
formation vr enahle you to tell more what a stock i3 going
b dov than to srudy its past actions and apply the rules that 1
give in my houks,  Tf you know what a gtock has done in the
past, it will Lelp you to determine what it will do in the
future.  All of the buying and selling is recorded and regis-
tered in the price of the stock, which is influenced by Supply
and Demmand.  Price movenent, if studied carrectly, will tell
you more about the stock than hrokers can tell you, ur nows-
papers or any other kind of ap-called “inside” information.

Leapn To B INDEPENDENT

The greatest help that one man can give another is to
show him how to help himself. The man or woman who
depends on others for advice, for inside infurmation or whit
others think about the stock market, will never. make 2 suc-
cess ol speculation or anything else. You must learn to be
independent.  Learn to do hy doing and to know Ly study
and application. Then you will have confidence and conrage
that no one else can give you.

An intelligent man will not follow blindly the apinion of
athers without knowing what their opinion is based on, but
when he himself sees, understands and knows the rules that
furecast stock market trends, then he becomes a good Wall
Sereet detective.  1e detects the future trends and follows

:
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them with confidence. He no longer says, “1f Lnew the utlar-
mation T get on Clirysler was right, L would buy 00 shares
nstead of 100, When he sees and understands vwhy
Chrysler gives a definite indication of an advance, he then
has no fear and no hope, but has confidence and courage to
buy goo shares.

Neo matter what husiness vou are interested in, learn all
you can about it. The most important thing, outside af
vour health, for you tu profect is your moncy. Thercfore,
take time to study and prepare yourself to handle your
money yoursel [ and do not depend forever and entirely upon
athers.

A Deriwrmre Pran

Make up your mind now to lave a definite plan or aim mn
the future. Decide to [ollow rules when you buy or sell
stucks, but first prove to yoursell that the rules gre good
and that they will work,

‘The rules given i my books are peod praciical rules,
You can prove them to your own satisfaction in a short
period of rime.  Many men and women whoe have bought
my books, TRUTH OF THE STOCK TAPE and WALL
STRERT S5TOCK SELECTOR, have learned the rules,
followed them and made a success, and you can do the same
if you will work and study hard.

1 have studied and improved my Methods every year
for the past thirty-five years. T am still learning. Some of
my greatest discoveries were made between 1612 and 1935-
After long years of study and research, 1 have stmplified
and made my rules practical so that others can apply them
as easily as [ can, T have climinated unnccessary details;
have cut down the work so you can get results quicker; and
have made profits by following strictly the same rules.

EnowLeEnaeE BrINGS SUCCESS

The door that opens to big profits has but une key tu
unlock it and that key is Knowledge, You cannot get that
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knowledge withour work, | have made a suecess by hard
work and you, toa, can make plenty ol money out of the stock
market if you study and work hard enough. Waork is the
way to find the Royal Road to riches in Wall Btreet.
When the Queen of Sheba visited King. Solomun, she
ditl not ge for his hank-roll or jewelry. Tt was his wisdom
that she sought, and his great wisdom. won her. love, suo
Arthur Brishane says, and T have o great reapect [or Mr.
Brishane's opinion. Tf you get practical knowledge on stocks
and commoditics you will have no trouble in getling capitil
1o make more money with, Money always comes to knowl-
edpes withoul knowledge money is worthleas. You can in-
crease your money and make wise investmenls when you

have acquired knowledge,

CMIALIFICATIONS FOR SUCCESS

I5: KHOW LEDGE

First and most impertant— You must get Knowledge.

Malee up your mind to spend thirey minutes to one hour
per day studying stock market movements fopr the next five
years. Then you will ger knowledge of how to detect stock
market trends and will make money, You will not be Lol
ing for a quick and casy way to make money., You will
have paid in advance with time and study. The more time
you put in in getting knowledge, the more maney you will
make later. .

M PATIENCE

‘I'his is one of the very important gqualifications for sue-
cess. When you buy or sell you must have the patience to
wait [or opportuiitics to get in right.  Then, you must hawve
the patience to wait until there is a change n trend hefore
yuu close a trade or take profits,

L
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R0 MERVE

I can give a man the best gun in the world and i he
hasn't the nerve to pull the trigger, he will never kill any
game,  You can have all the knowledge in the workd and
if you haven't the nerve to buy and sell, you cannot make
any moncys but Knowledge does give 2 man nerve; makes
him bold and enables him to aet at the right time.

4TH: GOOD HEALTEH

Alter you have gained knowledge, acquired patience anid
developed nerve, the next important quality is good health.
Mo man can have patience and nerve and do his brat unless
his healtli is gowd. If you are in bad health, you becone
despondent, you lose hope, vou have too much fear, and you
will be unable to act. I have been through the game for
all these years: have tried to trade when T have becn in bad
health and have scen others try to trade, but T never saw 3
man et make a success speculating when his health was bad.
The thing 1o do i your health gets bad is to quir husiness,
quit speculating and get your lealth back, for health is
wealth.

§TH: CAFITAL

With all of these qualifications fur making a svccess,
you must have capital, but if you have knowledge and
paticnce, you can start with 2 small capital and make @ lot
of maney, provided. you use stop loss orders, take small
losses, and do not overtrade.

Remember, never buck the trend: after you detect the
trend, go with it regardless of what you think, hope or fear
anil you will make a success. Read and [ollow the " Dwenty-
four Mever-falling Rules” on pages 18-1g of WALL
STREET STOCK SELECTOR.



CHAPTER 111

HISTORY REPEATS

Future stock market moveinents can be forecase hy a
study of past history and past movements. By knowing the
time when the preatsst advances have raken place and the
times when the greatest panics and declines have occurred
and the time periods to wateh for major and ininor changes
in Leend, vou cin detect what to expect in the [uture. Just
vemember une thing, whatever has happened in the past in
the stock market and Wall Street will happen again. [ Ad-
vances apd luil markers will come in the future and panics
will come in the (urure, just as they have in the pase. This
is the working out of a natural law and (he halancing of
lime with price. | Tt is attion in one direation aiil reaction in
the npposite direction.  Tn order to makeé profits, you must
learn to [ollaw the trend and change when the trend changes.

War in the past has always had a great eliect upon slocks
and commodity prices.  The starting of wars oftcit-has pro-
duced panics ar sharp dedines followed by booms, and alter
the war was over, there was another sharp decline ar 2 panic,
(ullowed by another hoom with probably higher levels than
accurred during the war days. Tt is important, therelore,
to study the action of stocks and commeditics around the he-
ginming of war periods and after the ending of wars in arder
tor detect what may happen in the future when these same
conditiong repeat.

It is important to study the time that has elapsed hetween
bottoms and tops and the greatest duration of any bull cam-

paian as well as the greatest duration of any pamic or decline,
12
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HISTORY REFEATS 13
W. Th. GAny AVERAGES

1856-1874

1856—I0  you will refer to my averages in WALL
STRFET 51T0OCK SELECTOR, you will ser that
in: February, 1856, stocks reached a high of ygls.
Then followed a period of distribution,

1859—In January, the last high was reached at g2, from
which a panicky decline started. Thia was the 1857
panic, which culminated in Cwober, 1857, with rhe
Averages down §8 points in period of six months,

18¢8—A rally folloived to Murch, 1848, lasting five months.

1859—The market declined and made low in Jung, down
15 months.

(8Go- Tn September, the high was made again, 15 rmenths
LH N

186 1—Last low on the Averages at 48 in March, Time of
decling, + months, the last low before the Civil War
houm. At this point watch the length of time period
Lo compare with other war bonms.

£ 864—In April the Averages reachad o high of 155, Time,
46 months from the last hottom and at no time ¢
they decline more than two consecutive months.

1865 ~March, low B8, dvwn f7 points in e mopths; Celo
ber, high 1213 time, 7 months.

1B66—February, low 100 time, 4 months; Oetoler, hiph
125, 8 months from the low and 19 months from
1Bag low.

1867—April, low of reaction 104; lime, & months.  From
this low the hig after-war boom Followed.

1BGg— July, high 181; time, 27 months from April, 1867;
¢a months from March, 1865 low; and go months
from March, 1861 low, which was the most impuor-
tant time period to measure from, being & years and
7 manths, The last stage of the hoom lasted 27

=
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months.  This ended the great after-war boom, and
a panic followed. .

187 3—November, low B4, 2 decline of o points from the
high of 1869. Time of bear campaign, 52 months,
bist from August, 1870 to May, 1871, there was 2
rally of g months and from January tu Tune, 1872,
a rally of 6 months: and from Movember, Hm....__u low,
a rally to Junuary, 1873, a two months' rally, which
indicated a weak market, just as we had in 19371 and
1552,

1554:Februnry, high 1o7. “ime of the rally, 3 months.
In June and Okctober, lows were reached ; tine perivd,
4 months and & months. Then the rails rallied to
Pay, 1875,

12 INDUSTRIAL STUCK AVERAGES

175 1Hgh
Here we begin with 12 Industrial Stocks which were
ahout the same as the Dow-Jones Averages, which stareed
im iRy,
1875 —March, high §3: Crctober, low 48.
1876 Febroary, high §2.
1877—0ctober, low ab, 4 decline of 16 months without
isuch rally. .
1 879—A real hull market began i August, 1879 and lasted
until June, 18871, a period of 22 months.
r8a1—June, high 72, an advance ol 47 months with a
g.nonths' reaction in 1378 and 1879, dand 2 0 3
months' reaction several times. :
ihE—1885:
From June, 1881 to June, 18iq, there was an €x-
treme bear campaign with the Averages down from
72 to 42. ‘The Bear Campaign lasted 36 months
with only » 2 months’ rally, like the rally from July
to September, 1932, Then, from the top of a rally
in August, 1684, there was a decline tn January,
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188 ¢, making a double hottom al 42 apainst the low
of June, 1884.

198 ¢—Moveinber, high 57, up 10 maonths.

LREG—DMay, low of regction al 5.

1885— Fnd of bull market in May; time, 34 months from
1BB4 low and 27 munths from the secondary bot
tom of January, 1RAL.

1#88—April, low of hear market at §1. Time, 11 o 12
muonths.

188g—June and September highs at 1.

18go—aA third top at 63 was reached in Jamuary, 1890,
making this almost a triple top and selling Tevel,

1BER—18g0—The time from April, 1888 o Januury, 1o
was 21 months,

1 Byo—Dlecember, low of decline at 4g9. Time, 11 months
[rom last high of January, 18go0.

18g3-—January, high of bull market at 2. ‘Lime, 2§
months from T8ge.  Then fullowed the panic of
18g3. August, 1853, hotom of bear market at 40,
down 32 points in 7 months. f

18y 5—High of the bull campaign in June at 58; tine, 2%
months, This was really a rally in a bear market,
far the main trend was still down.

1y —Bryn Silver Panic: : A
August, 1806, low of the Dow-Jones Averages at 24.
Time, 14 months from the top of 1895, and 4}
manths from January, 1853 tup. After this panicky
decline was over, the McKinley boom started, which
lasted for several years.

Dow-JonES INDUSTRIAL AVERAGES

18571533
hgy— September, high-55. Time, 12 months.
18g8—March, low 42. "[ime, & montha from the previous

Lop.
1 Rgy——April, high 78. ‘e, 13 months. A sharp decline
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followed in Mayi then a slow advance,  Seplember,
high 4%, same as the April high. Tirme, from 1896,
" 37 months and from March, 1898, 18 months.

1g00-—September, low §3. Time, 12 months.  End of bear
mirket,

1go1— June, high 78, same as top in 1899, o third top and
the end of the bull market. December, low 62
Time, 6 tnonths.

tgo2 -April, high 6ég.  Time, 4 months.

tgog—COctober and Nuvember, low 4235, Time, 28 to 29
months from 1901 top; 8 months from top of last
rally in February, rgog. . After 1903, the Industrial
Averages “became more active and were leaders,
whereas previous to this time the railroads were the
mast aclive and leading stocks. The rails did lead
from 18g6 o 1o, which was the last high until
1924-29 boory, when the rails reached the highest
in history. We will now continue with the indus-
trials.

tgob-——January, high 103, Thune, 27 montha from 1gog
I and newer reactsd more (han 2 months, an indi-
cation of a sieong bull market. Low of resction at
86 in Aupgust. 'L'ime, & manths.  October, high g7.

1guyj—January, high 9y, frem which a big decine started.
March 14, 1y, a panicky decdine known as the
“gilent panic."” Stocks declined 20 pdints that day.
Low of the Averages was 76, Rallied to 8¢ in May,
then declined to §3 in November.  ‘Limé, zz nionths
from January, rgo6 high:  Accumulatien ook place
and a hull market started Teom Movember,

rgog—COctober, high 101, top of bull campaign. Time, 23
months. MNever reacted more than 5 months.

1910 July, low 73, bottom of decline, Time, g months.

1911—]June, high 87. Time, 11 inonths. A sharp decline
followed.  September, low 73, same liw as July,
1910.

e
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1g12—October, high g4, top of hull wave, Time, 13
mintha:

191 37— une; bottom at g3 Time, 8 moniths, the third time
at the same level. This iz very important and al
ways indicales that an advance should [ollow as long
as the third bottoii is not Lroken, September, high
83. Time, 3 months, December, low 706.

1914—DMaich, high 83, same as September, 1973, War
was declared in Europe in the early part of July
and the Stock Exchange closed at the end of July
and remained closed until December, 1914, After
the Fxchange opened in Decembier, 1914, the Indus-
trial Averages declined to §334, the same low level
reached in 1907. Time from October, 1912, 2
tnioriths.

1 15— Yecember, high 9914, just under the tup ol 1gog.
Time, 12 months from 1914 low,

1g16—April, low B5. ‘Time of reaction, 4 months. Mo-
vember, high 110, top of hull campaign. This was
a new high level for the Dow-Tones Industiial Aver-
ages. ‘Lime, 23 months from December, 1914,

19 15—Debruary, low 87, June, high gy. Time, 4 months,
Then a big panicky décline followed.  December, low
66, hiottom of bear campaign. 'Lime, 13 months,

1919—November; high 11924, top of bull campaign. Time,
27 montlis from ecember, 1917 low. Mo reaction
lasted more than 1 months.

1920—December, low 66, same low as 1917. Time from
top, 13 months. :

1ga1-—May, high 9. August, low G4, not 3 prinks under
the 1917 and 1920 lows, which was a sign of good
support and indicated that a bull market would fol-
low. ‘Time [rom 1919 top, 21 months.
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1921—1g2y BULL CAMPAIGH

From the low in August, 1920, fallowed the preatest
bull market in the history of the United States, culminating
in Septémber, 1929
1g23—Top of hrst section of this great bull. market was

reached in March, 1923, with the Averages at 10§.
‘Time, 19 months, Low of reaction at B6 in Cheto-
ber. Time, 7 months.

192 4—Nebruary, high ol rally, 1ng, from which a 3 munths’
reaction followed. May, low 8g. May, 1924 was
the real beginming of the Coolidge Bull Market.

1g25—In January the Dow-Joncs Averages crossed 120,
the high of 1y919, which indicated much higher
prices hecause the volume of trading was heavy and

 stucks were very active. :
1926i—February, high 162, Time from last low, z1

months.  March, bottom: of a sharp decline, the
Averages declining o 136 and some stocks declining
100 points in this short perivd, “The Averages held
for o fow montha in a narrow trading range and then
started up again. Afrer that no reaction lasted more
than 2 months until 1929.

19z On Septemher 3, 1929, when final top was reached
the Industrial Averages made 384, up 32z points
fram the 1921 low and joo points [rom the 1923
law. Time [rom 1921 low to 1929 high, 07 maonths.
[ Refer to 1861—1860 and you will see how: this com-
pares. The Null Campaign at that time lasred gy
mmunths, which was one of the greatest in history entil
1gzg.) The time [rom the 1923 low to 192y high was
71 months, and from the 1924 low, 64 months; from
March 1926 low, 42 months; and from the last low
of Octuber, 1926, 35 months. -

Tt is hefore and after wars that you can determine the
greatest length of time a bull market may run and the great-
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est length of time a panicky decling may run. The: culmina-
tion of the bull market in September, 1929 was really the
resule of @ long-trend business cycle which began i Avgusl,
1hgh and continued for 33 years, with each campaign in the
market making higher prices, which showed that the. long-
trend was up. Tt was only patural that after the greatest
bull market in history, the greatest bear. market in history
must Follow, and to determine how long the bear campaign
might run, you would look back o see what had happened
after previous war booms|

r&6g=1855: From ;mq_ to 1877 we find chat the tine
period was §3 months and that the markee had a y months’
rally, & 6 munths' rally and a 2 months' rally during that
period.

1871—1873: May, 1871 tup fo November, 1873 low.
Timc, 3o months. : :

1811884z Then we reler tw THRL Lo 884 and find
that the bear markét lasted 36 months.

1893—1806: Then we vefer to 1893 to Augnst, 1Hgh
and find that the bear market lasted 43 months.

Guing hack over all the records, we find that the greal
cat bear market had lasted not more than 43 months anc
the smallest had been as short as 12 months. Some of them
had culminated around 27 months, 3o moenths, 14 manths
and in extreme declines, anywhere from 36 to 43 munths.

Therelare, from 192g, based on past records, we would
hegirr ta watch for bottom around the joth to the 36th
month and then again around the 4oth to 43rd month.

1020-1032 BEAR MARKET

First Section of The Great Bear Market - Sepremmber 3,
192y to Novemher 13, 1924-
The Dow-Jones 30 Industrial Averages declined from @
high of 386 on September 3, 1929 to 2 low of 198 on Mu-
vember 13, 1929, 8 decling of 188 points in g1 days—the

R



tw I55, A decline of 142 points.
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freatest decling in the history of the New York Stock Tox-
chdnge in the shiorrest _.wmlh_._._ of time.

A secondary rally culminated on Aprl 17, 1930 with
the averages al 297, up 44 puints in 155 days, Thevolume
of sales decreased in April: The top of a secondary rally
in alwiys an important peint to watch,

Second Section of The Great Bear Market—April 17, 1o30

tu December 17, 19303

From the top on April 19, 1930 there was a decline

to December 17, tg3o. The averages declined from 297
[ime, 244 days or 8
mmontha.
" The second rally tarried prices to top on February zq4,
131, with the averages ar 106, up 41 paints in 69 days.
This shorter lime period and smaller pumber of points indi-
cated weakness and showed main trend dovwn.

Third Section of The Great Bear Marker—February 24,

1931 o January §, 1932:

After Lop in February, 1930 8 decline starced and in
April, 1931 the Average hroke the lows of December, 1y3o.
(n June 2, 1931 declined to rzo, the top of November,
1g1g. My rule is that old tops hecame buttoms and old
bottoins Jater become tops; therefore, from the old top level
a rally could be cxpected.  From June 2nd w June 27th the
Averages advanced to 157 54, up 374 pointsin 2§ days. This
was g yuick rally in a bear market and showed weakness
since stncks could not rally one full wonth.  Afeer this rally
there was a decline to October 5, 1931, with the Averages
ab 854, down 72 points in 1oo days, A quick rally Lollowed
to Movember g, 1931, with the price at 119, up to the bot-
tom of June 2, 1931. Here we would expect selling under
the uld bottam, according te my mle of old bottoms becom-
ing tops.  "This wig a rally-of 35 points i 35 days. The
main trend down was resumed and on December 17, 1931,
just vne year from the low of December, 1930, the Averages
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reached 72; had a quick rally o 83 on December sygth and
declined to 7o on January §, 1932, down 4924 from the last
high of November g, 1931, This decline lasted 57 days;
Lut was 192 days from June 27, 1931 and was really the
end uf the Third Section of the Great Bear Markel because
alter the low of Jamnmary s, 1932, the market rallied to
March g, 1932." The Averages reached 84, up 1915
points In fi4 davé, a very fechle rally for tie time required,
which shewed that liquidation had aor run its course,

Fourth Section of The Great Bear Market—DMuarch o 10

July 8, tg32:

The [vurth and lase scction of the great Bear Market
lasted (our months, HEE. March g, 1932 to July B, 1532,
ar 121 days, a shorter time period with a price decline ot
4g points. Note that this was about ithe same number of
points us the decling from November g, 1931 to Janvary 5,
1g3z. Lirom March g to July B, 1932, when the final wave
of liquidation was taking place, the grearese rally of Aver-
ages was 7 points, and each decline from the small rallies
got shorter and the volume of sales less, which showed that
Jiquidarion was about over. “The last decline from June 16th
to fuly 8th was 11 points. Then the Great Dear Market
ended and the wend turned up.

On July 8, 1932, the Dow Jones Averages made low at
404, down 34 months from the 1929 top and 27 months
from April, 1930 top, which were time periods when we
would expect sharp, panicky decine o end, especially
decline which had carried the Averages duwn 345 puints
i 14 months and wiped out the guins of 33 years in many
atocks.

Note that in April, 1897, the last low was 4014, [rom
which the real bull market started, and in July, 1952 the
Averages reached this same level, 4034, although there was
a diflerent numhber of stocks.

Previous to the bottom in July, 1932, the volume of sales

e _ewe om e
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and time perivds all indicated that the market was near the
eind of the bear campaign.

1032-1935 BULL MAREKRT

First Section of Bull Market—July 8 to September 8, 1932+

Fiam the low of 4014 on July 8, 1932 the Dow-Jones jo
Industrinl Averages rallicd to 81 on September §, 1932, an
advance ol 4o points in 62 days, This was a fast advance
on shore covering and some good buying, hut when stocks
could not hold and go higher in the third month, it was an
indication of lower prices.  Tha large volume also made it
plain that this was only the first rally in the bull campaign,
[rom which a secondary decline must follow.

Secomdary dicline—Just as the Bear Market had = sec-
ondary rally from November, 1929 to April, 1930, so after
the mmarket had given a signal that the Bear Market was
aver, there was a secondary deeline, which lasted unril Feb-
ruary 27, 1933 with the Averages At 4934, down 31 peints
from the top of September 8, 1932 in 172 days, but g puints
above the 1932 lows, At this fune Fresident Roosevelr was
inaugrurated and banks closed. The New Yark Stuck Tix-
change closed for one week. The volume of sales was very
small, which indicated liquidation was over, When news is
the worst, it is fime to buy siocks, as a Bull Market begins
in glaom and ends in glory with nothing but good news.

Second Section of Bull Market—February 27, 1933 to

July 17, 1933:

The averages advanced [rom the low at 4934 in Febru-
ary, 1933 to a high of 110% on July 17, 1933, up 61 puints
in 141 duys. Time, 12 months from July, 1932 low and 3
months from February, 1931 low. My rule tells you to
always watch for a change in treml one year, two years, ctc.,
From wny important top and bottom.  The sales during May,
June, and July were larger than at the end of the Bull Mar-
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ket in 192g. This enormous volume was an indication that
the market was reaching a culmination and a sign of top.

A reaction followed. The Averages reached bortom at
#2345 on October 21at, 1933, down 28 points in 96 days.
The volume of sales was small. In view of the fact that
the Averages declinéd only 2 points urndef the low point of
Tuly 21, 1533 and did not decline to the top of Bris made
on Septemher 8, 1932, indicated that the main trend was

atill up.
Third Section of Bull Market—Cletoher 28, 1933 to Feb-

TUHLY 5, 1Q34°

From the low at $214 on October 23, 1933, the Aver
apes worked up to 11134 on Fehruary §, 1934, Just one
point above the top of July 17, 1933, » double top on large
volume of ¢ million shares per day. This was an advance
of 29 points in 1oy days. Timie, 19 months from July, 1932
low and 4 months from Cctober, 1933 low. Since the Aver-
ages failed to go through 12, the market indicated top.

Then there was a reaction to July 26, 1934, with the
Averages declining to 8434, a deécline of 27 points in 171
days, the same length of time as the reaction from Seplember
.8, 1932 to Fehroary 27, 1933. Time, from February, 1934
top, ; months, The volume of sales on July 26 was 3 millivn
ghares and the Averages were 2 points above the low of
Chetober 21, 1933. This large volume and higher support
level was an indication of hottom.

Fourth Section of Bull Market—July 26, 1934 to Movem-

her 20, 1935:

The 30 Industrial Averages advanced from 84la on
July 26, 1934 to 14954 on November 20, 1935, an advance
of G5 points in ncarly 16 months. Time, 40 months from
July, 1932 low; 33 moenths from February, 1933 low; 25
months fram October, 1933 low.

The greatst reactions were from August 25, 1934 fo
September 17, 1934, a decline of 12 points, and [rom
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Vebruary 18, 1y35 to Marech 18, 1935, 2 deoline of 12 poinls
in the averapes, anid as this reaction lastéd only ane month,
it showed main trend wag still op. Alter March 18, 1935
lows, there was no reactivn of over 3 puints and none lasted
more than 2 weeks until top was reached on November zo,
1035. Then a reaction followed o Deceriber 19, lasting
one month, a decling of 11 points.  The volume of sales in
Oetoher and November were 104,000,000 shares, which in
dicated at least temporary top, with the Averages up 104
points from 1932 low, and up 5334 puints from March 18,
1915 low in o period of 247 days.

At this writing, December 31, 1935, it is my gpinion thar
the Averages will not ¢rosa 1 jo and when they decline to
114, will indicate 120, possibly 112, the old top of 1933~
1934, hut as | have said beforve, follow the trend of in-
dividual stocks when you trade as many of them will go op:
pasite to the trend of the 1o Industeial Averages.

'k PErtons To Watcn rok Furure Cuawges in TREND

Tanuwiry, 1634 will he 42 months from 1932 low; March,
1936 will be 37 months from February, 1933 low; July,
1036 will he 38 modths feom the 1933 top and 48 months
from the 1932 low. Therefore, these months will be very
important in 1936 to watch for changes in trend,

Cavse oF THE 1g29—1932 Pamc

The price decline from 192g to 1932 was so drastic
because people who bought at high levels held on anid hoped
and bought more 1o average on the way down. They were
wrong at the time they bought the frst stock and continued
to be wrong by bucking the trend and huying mare to aver
age, the worst thing that -any trader can do.  Remember,
average your profita, but never average a loss.

Adter stocks had declined 100 points or more, other peo
ple began to buy stocks, because they thomght they were
cheap—~-and the only reason they thooght they were cheap
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was hecause they were down 100 points compared with high
levels, ‘D'his was the worst reasan of all for buying stocks.
Later, when stocks were down arouid 180, 250 and 00
points from 1929 top levels, uther people bought for the
same reason, that they were a long distance down irom the
top and looked cheap.  They were wrong because there had
been no change in trend.  The fime period Lad not run out
and the market had not given buying signals.

1 these huyers had only waited, and had known how to
fallow the rules laid down in my books, WALL STREFT
5 TOCK SELECTOR and TRUTH OF THE STOCK
TAPE, they could have determined when the trend chanped
and could have hought stocks at low levels and made hig
profits, but most of them were huying on guesswork and hup-
ing that the stocks would go up. Many of these people, no
doubt, made up their minds to sell out when 2 rally came,
but fized a price at which stocks never rallicd o,  “They
hoped for a rally; but the hope was nut based on any sonnd
ceasons and there was no sound reason for expecting rally
ur an advance that would let them out.

Hope Gives Way to Lespair:

Finally, in the Spring and Summer of 1932, when stncks
had declined ta what lonked like ridiculously lovw levels, they
continued tn dedine from 25 to §o points more. This caused
all kinds of buyers and investors to lose hope,  Their hearts
prew sick, Dear supplanted hope. They saw things in
the very worst way and all sold out.  Some sold becavse
shev were forced to sell, because they could not put up mar-
mm:.w to carry Lheir stocks; others sold hecause they feared
stocks would go lower, which was no reason for selling, no
mare than when they bought becanse they hoped they would
g0 up, which was no reason for buying,.

“Wyo BoucHt STocks i THE Pamct”

Many people ask this question.. The people whi bought
stocks at low levels were those wise ones who seld out 1

Pl SR
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1928 ur early 1929, or sold afrer the first hreak in Sep-
tember, 1929, when the signs werk plain that the trend had
turned down. These people kept their money and waited
until conditions looked the worst; then _.___Exrm stocks when
they were far below their actal value,  They received a
rich reward for their patience, knowledge and nerve, for it
E_.“_.F nerve to buy when everything locked the worse, just
as it took nerve to sell in 1g2g when everyehing looked the
brightest and one could hear nothing but pprimistic talk.

“WiLL Stocks Go Back mo ig2g Fhais™

: This .._.,._ anuther yuestion that 1 have been asked from
lime to time, Why do people ask thus guestion P Because
many of them hold stocks bought atvery high levels and hope
z__m_m they will go up so they can get out without o loss, Lam
confident that the Dow.Jones 30 Industrial Averages will
never sell at 186 again. 1 am also confident thar the Rail-
road Averages will never sell at 189, the high of 15929, and
that many of the public utility stocks will never EE,.P the
tgzg levels again. Why? Because at the time they zold
at these abnuofmally high levels, their selling price was not
hased on value or earning power.  Prices were forced to
these high levels For the simple reason that everybody was
rq.mm_:_._r:m mad und buying regardless of price or value. - They
will not buy stocks again Nke that for a Tong fime to come
_“un_.q_.um_” high margin requirements will reserict larger buying
aperations. :

While 1 duv not expect the Averapes and old-time lead-
eT8 to Teal i the 1929 highs again, yee many individual stocks
will advance ahove their 1929 highs. During the 1g32-
1935 Bull: Market new leaders developed that went [ar
alove the 1929 Dighs. In another chapter we give you ex-
:E_”__.nm of stocks that erossed 1929 highs and show you their
prorsilinm and how plain the indications were that they were
going higher and the vmes Lo buy. Other stocks, later on
will go abuve their 1929 highs, as will e explained in n_.__m
following chaplers,

“Hons in forcign countries.

CHAFTER IV
INDIVIDUAL STOCKS ws. AVERAGES

For years the Dow-Jones Industrial Averages, Railroad
Averages, and Public Utiliey Averages have heen a reliable
guide to the trend of the market. Tears agn when there
were 12 Industrial Stocks which were représentative, they
were a guidé to the tredd of . dustrial siocks. When Bail-
coadls were the leaders and active, the 20 Railroad Averages
were 4 gond trend indicaror,  Bul now, gince more than 1206
<tocks are listed on the New York Srock Fxchange, the 20
Railroad Averages and the 30 Industrial Averages are nue
longer representative or @ guide to the average & enid of the
entire markel,

Varinus industries throughout the country are affected by
changing ¢onditions and ‘are also aficcted by varying concli-
. O motor company may lse
prrnspering and making money while another one is going
into bankruptey and out of husineas. Cruss-currents in the
stock market, due to various inAugnces, cause SOME stocks to
decline while nthirs advance. These changed concitions be-
gan in 15248 and 192y, but have been maore pronounced since
atocks maie low in July, 1932. I'hercfore, in order Lo make
money trading i the etk market, you st study and apply
rules to individual stocks and not depend on Averages.

We do not liave a umversal hull market any mure, whn
all stocks advance at the same Lime. We have a mixed trend,
the main treénd being up. on sume stocks and distinetly down-
ward on others,  The majority of stocks reached low levels
in July, 1932, and started working higher, The Duw-Junes
30 Industrials mmde low in July, 1932. The 20 Wailroad
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Averages made lows in June and July, 1932. In 1935, at
the time the Dow-Jones 30 Industrial Averages were up 8o

points, the Public Utility Averages reached a new low level -

This was brought aboue by adverse lepislation,

By studying and applying the roles to the individual
stocks, vou would have found that the Public Utlity stocks
ghowed downtrend while other stocks advanced. A study
af the cliart of American Telephone & Telegraph, which
held up better than the other Public Uilities in 1935, re-
vealed that it was in a stronger position.  One reason was
that during the entire depression American Telephone and
Telegraph never passed its dividends and continued to pay
£ a share per year, while other Puhlic Utility stocks passed
their dividends. During the boom, which culminated in
1925, the Public Utility stocks had heen watered ; stock divi-
dends had heen declared; there had been numerous splitups.
The result was that no other stocks had been more over-
bowght than the Puhlic Tltiliries.

i citmrok ._._._”__”_..._._. the .—u_n._.an a._.._.u._..v._.,.... ton ._u_._.m_u__. _u___.. ._m._._____..“_._._m_.m_"”_.m“ the :

averages of any group of stocks, Some of the stocks in a
aroup will make new highs every vear in bull markers while
athers will make new lows in bull markets or go into receiver-
ship or be tuken off the Exchange. For example: Tn 1932
when the average of all airplane stocks showed uptrend, if
you had selrcted Curtiss Wright “A" as the Best airplane
stock in this proup to huy just because it had been a leader
in a previous campaign, you wonld have made a mistake. In
August, 1932, Curtiss Wright “A” sold as low as 135, m
April, 1934, made a high of 12. Now compare Douglas
Alreraft and make 2 study of its position.  In 1932, Douglas
made a low of ¢ in February, 1934 reached a high of 2834
in Beptember, 1934 declined to 1474, a decline of ahout go%
from the top. In July, 1935, when Curtiss Wright “A™ was
atill selling 4 points under the 1934 high, Douglas crossed
its 1914 top, which shuwed that it was in a strong position
anidd much hetter to buy, even at 2834, than Curtiss Wright

INDIVIDUAL STOUES va. AVERAGES 20

“A® Ty December, 1935, Douglas crossed 45 34, the ryz9
high, and advanced to g8 while Curtiss Wright “A™ only
advanced to 12%4. Curtiss Wright "A" never showed the
activity or power to advance 28 Douglas and sume other air-
plane stocks, Douglas was making higher buttoms and
higher taps right alang while Curtiss Wright “A" was muy-
ing in a narrow trading range, so Douglag was the stock in
this group to buj. This is proof that you must study each

ndividual stock in & group in order to detect ies trend.

Tur DNow THEORY OREOLETE

To make a success, you must be up fo date: must discad
old theories and old ideas when they become vbsolete anil
follow new rules and new sfocks in order ro make ' success
trading in the stock market.

Diring recent vears the Dow Theory has gpread all vver
the country. People have hegun to regard it as very valu-
able and fnfillible, bur in fact, it is now practically of no
value to & trader. With so many stocks listed o the New
York Stock Exchange, o stocks or 20 stocks are no __.___ﬂm_.
a representative of the trend.  Besides, you cannot teade in
averages, You must follow the trend of individual stocks in
arder to make money,

The Dow Theory worked quite well up to 1516, when
the World War changed everything. Then this country
changed from an agricultural country to a manufucturing
country,  In 1516, when the Duw-Tones 30 Tnclustrial Aver-
ages advanced to new high levels, which was 7 m_._."._.z.:,.. alne
the highs of 1906, the Railroad Averages at that time were
24 points nnder the 19ué record high. The man wha waited
for the Rails to confirm the upward trend in Industrials cer-
tainly got lefr and missed apportunities and prohably lest
ICTEY. .

Tn 1917 the Gavernment took over .._H. Railroads, and
in December, 1917, the Dow-Jones 20 Bailroad Avereges

declined to 69. ‘The Industrials at the saine time made a



an NEW ST0CK TRENTD DETECTOR

low of 66; This was the Grst time that the Rails were as
low as they were in 18y, while the Industrials were 13
points abeve the 1oy panic lows,

In 1518 and. 1919 the Raila failed to follow the Indus-
trials and were no pood a3 a giide or confirmation according
to the Dow Theary. - In July, 1919, the Industrials made
a new high record while the Rails were making new low
levels, In Mavember, 1919 the Industrials reached a new
high at 119%4. 1n the samme month the Railroad Averages
reached low of the year, unly 3 points above the 1904 lows.
The RKaila were going exactly opposite (o the trend of In-
dustrials ang the Dow Theory was not working,

In June, tgz1, the Railroad Averapes reached a low of
fig. In August, 1921, the Industrial Averages reached the
samme low of f4. ‘The Industrial Averages were only 2
points under the 1907 lows. Then [ollowed a big boll mar-
ket in Industrial stocks and the Rails were laggards.

In January, ryeg, the Industrial Averages crossed 120,
the record high of 191y and the Rails were still 38 points
Lelow the 1906 highs and 12 points helaw the 1916 highs.
Il you had waited for the Rails to confirm the Industrials
by making new highs before buying industrial stocks, you
woulid have missed big opportmnitics and srould have had o
wait nntil JTuly, 1925 when the Rails crassed the highs made
in 1gof.. The Indusirial Averages, at that time, were 63
points above the 1909 highs and 80 points above the 1go6
highs for Industrial Stocks,

_On September 3, 1929 the 3o Industrial Averages
reached the highiest price in history at 396 and the Rails
reached a high of 18y, After the pamcky decline 1o No-
vember, 1929, the Industrial Averages rallied nearly 100
points. The Rails rallicd only 2q points, Alter April, 1930,
the Rails were weaker than Indusirials and had smaller
rallies.

In MNoveriber, 193¢ the Rails hroke 42, the low made
in August, 18g4. In June, 1934, the Rails declined to 1334,
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while the 30 Industrial Averages declined to 40}, The In-

dustrials were 12 points above the 1396 lows, while the rails

were 29 puints under the 18g6 lows. .
In July, 1933, the Industrials rallied to 110 and the Rails

rallied to 58,

In October, 1933, the Industrial Averages reacted to
8234 and the Rails to 33. The Industrials never broke the
1933 lows until they advanced to 14534 in Novemnber, 1935.

In March, 1935, the Rails sold at 27 while the Industrials
were at 6. ‘The Industrials were 13 points above the ,rus..m
of Olctober, 1937, while the Rails wrere 6 points below. Thiz
apain proved that you could not depend upon the Dow
Theory. :

From March, 1935 to November, 103§ the H,.n_:ﬂm:.._w
advanced 5344 points while the Rails rallied only 12 points.
You would have missed profits of anywhere from 50 tn 53
points 1f you had waited to buy Industrial stocks until the
Iaile made new highs and confirmed the advance.

This is plenty of proof that the Dow “Theory is now
ohsolete and that you cannot depend upon it to work n
the [uture.

Cuance wrrn THE Times

In order to make money under the changed concditions,
you must study individual stocks and follow their trencl.
Don't let the Averages fool you. When one stock shuws 2
change in trend, go with it regardless ol the action ol vihers
in the same group and regardless of the action of the
Averages.

Years ago Stage Coach Stocks advanced and you coulil
have made money buying them, but stage coaches went out
of business and so did the stocks. Then there were Canal
Srocks that advanced and you could have made money bruy-
ing them, hut other modes of transportation reduced the
buginess on canals, The automobiles came along and tuok

buginess away from the railroads.  Now the airplane is com-
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ing along and taking business {rom the railroads and will
later take it from the automobiles and trucks.  The airplane
will be the future mode of transportation. You will have to
watch airplanes in fulure for o puide, the samé as you
watched automehile stocks a few years ago, because the
money will be made trading in ﬂr.tr:.n stocks rather than
rails ur automaobiles.,

Keep up-to date; be progressive. Do not cing to old
theories or ideds. Leam to follow the trend of individual
stacks and you will make profts.
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CHAPTER V
NEW RULES-TO DETECT TREND OF. STOCKS

‘I'he rules which [ give in my books, TRUTE O THE
STOCK TAPE and WALL STREET STOCK SELEC-
TOR, are all good. They will work in [uture market moves
for 100 years but .E_._“_ﬁ the changed conditions stocks will
move up slowér the greater part of the tine and an a smaller
volyme. (ECampare present volutie of U. 5, Steel and Gen-
erdl Motors ﬂm_.u._.iu_u-un.&m.m:ﬂh._m& vears.) The rulesin my
hooks are bhased upon Supply and Demand; have been tried
and tested.  Whether stocks advance on buying by the public,
puols or investors, it is alter all the result of Supply and
Diemand.  When huying power is greatér than selling power,
it furces stocks higher right along. LThen when the reverse
takes place and the selling pressure is greater than the buy-
ing, stocks work lower.

The new rules that 1 give vou in thiz boole, if wsed with
the rules in my ather books, will help you 1o make a soccess
trading in individual stocks,

Just ds detectives learn the habits ._i a coriain gang of
criminalz from the clues that they leave behind them, so can
a Wall Strect detective find a clue to what the “powers that
he" or master market manipulators intend to do with the
stocks. The movement of 2 stock, up or down, is made by
human minds who buy or sell it with the intention of closing
the deals later at a profit. 'What one man's mind can de-
vise, anothér mind can figure out, (o after all, human nature
never chinges. By studying _jm:._._b_:_ stocks and following
the rules for detecting and determining rhe trend, you will

be able to make large amouwsits of money.
b=
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SERLR RREEr

Best Way to DETECT TREND ; around a level for 2 to 3 weeks, then buy and protect with

Years uf expericnce have convinced me that the trend i i loss order 3 points under the luwest weck, or in active
e e T widy i cleae s markets if a stock reacts and then holds arvund a Tevel Lo

. b s, by and protect with a stop luss ord

-4 Monthly Chart: The best chart to use for derecting the 2 iy L:u. FAUIMDLC NI SR r._‘.ﬂ DI FHIPAR

e of = ctock is thi Moathly high and low Chart i than 3 points-under the lowest day.  When a atock aells

VAR bR IR Rty g Ace i | around thé same price level several weiks, several munths
: or a year or more apart, it forms a double bottom and is a

"7 Weekly Chart: The Weekly high and low Chart is the

- next best guide to the real trend of a stock.

2" Daily Chart: When a market is moving very [ast and is
very active on large volume, the Daily high and low Chart
is a goad guide and trend detzctor.

To derect when a stock is getting into a strang position
and ready to advance, look up the Monthly Chart. Tf there
is guod support and good buging, then the stuck will gradu-
ally be ahsorhed and as it grows scarcer and the demand
increases, it will work higher and receive suppart at 2 higher
level, making higher bottoms and higher tops.

When a stock is getting ready to change trend to the
downside, it will start making lower tops and lower bottoms;
then when it breaks below the point from which it made the
last run up to the fop, it will be an indication that the main
trend has turned down,

Kisn oF Stocks To TRADE IN
The kind of stocks to trade in are those that are ackive
and those that Follow the rules and a definite trend. There
are always queer acting stocks and some stacks that don’t

follow the rules, These stocks should be left alone. Sewcks

that huld in a narrow trading range for a long time should
not be traded in until they break out on the upside or break

hottoms on the downside and show increased volume of sales

and activity, -
Wuere 1o Iy ann SELL

You should huy a stock dear a single bottom, a double
hottom, or a erple hottdin’ and place a stup loss order not
moure than 1 points away, Dy buying near a single bottom, 1

fpas et

buy. 1f it sclls around the same level the third time, it is
a triple hottom, :

When 2 stock advances ta a new high level or crosses a
former old top by 4 points then if it is going higher, it should
not react back 3 points below the former old high. Then
you should buy on a slight reaction ol 1 to 3 points and
place a stop loss order 3 points under the old top.

After a bull market gets started, buy on a reaction and
place a stop luss order 3 points undler the previous support
level. ;

After 2 stuck crosses the top of a previous year by 3
puints, it is a buy on any little réactivn,  For example:

Douglas Aircraft: 1932 high 185, 1933 high 184,
In 1934 when it crussed this douhle top, according to the
rule you wiuld buy. Refer ta Chart No. 1 on page 6. The
ciock advanced to 2814 in 1934. Thenin 1035 after Douglas
Aircrife crossed 2814, it never reacted lower than 267T4.
Therelore, when it reacted back Lielaw 28, it was a buy with
a stop at 2554, It is significant to note that after Douglas
crussed the old high of 2834, it never reacted 3 days (the re-
actions only lasting aboul 2 days) hefore the stock resumed
itz upward trend. When it crossed the 1gzg high at 4535,
you would buy again and continue to pyramid as long as il
showed uptrend. The stock advanced to §8 4 in December,
1933

Reverse the ahove rules on the selling side.  Yuu should
sell against single tops, double tops, or triple Lops, or at
sume point where you can place a stop loss order nut more
than 7 puints away, or wait until a stock shows distribution

mean that after a reaction you shoild wait until a stock holds
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and breaks the last important hottom by 3 points, then sell
shart on a small rally and place a stop loss wrder 3 puints
above the uld boteoni.  After a stock breaks the bottom of a
previous year by 3 points, it is & short sale.

In a bear market when a stock deelines and breaks an
uld bottom by 3 points or more, then if it is going lower:
it should not rally 4 prints above the bottom belore it gocs
lower. Far example:

United Fruit: This seock made alow of 8474 in May,
1935 and a low of 8434 in June, 19353 rallled to 9034 n
July, and afrer it broke 81 or 3 points under these previous
loiws, il never rallied 3 points above them until it declined
to B0ty in October, 1935, Refer to Chart Mo, 2 on page 37.

Whatever yoi do, it should be according to a definite
rule and after the market showd 4 definice trend, Wair for
2 sure an indication to buy of sell as you can prssibly get.
Dion't get impatient and jump into the market just berause
vou want to make a rade. Eemember, a stock 18 never too
high to luy so long as the trend is up, provided you place
a slop loss order fur protection n case the trend reverses,
A atock s a short sale at any time and at any price so long
as the trend iz down, regardless of how high it bas been

previously.

Price ar Wince Fast Moves SraRT

The higher the price, the faster a stock maves and the
wider the Huctuations, Stocks move up. faster alter they
qell above 1o and even [aster after they sell above 1oo, and
when thiey pet above 150 and 200 per share the Huctuations
are very wide and rapid.  You can prove this to yoursclf hy
going aver any of the stocks that have been active and had
big advances and see what happened aftér they erussed o,
after they crossed 1oo, and after they went above 150
and 200,

The same i a dedine: Stocks move down rapisdly [rom
extregne high prices in the first 30 tu 100 points' decline from
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the top. After a stock gets below 100 the muves are sume-
what smaller and when it gets below 50, they are even
arnallér and rallics are also smaller, especially if the stock
has had 2 big decline. The lower they get, the less they
rally.

Tie to o Arrer Buving oR SELLING

After you make a trade, il the stock closes showing you
a loss the first day, you are apt to be wrong and trading
against the trend.  1F it eloses againat you the third succes-
sive day, you are wrong ninc fimes out of ten and should
met put of this trade immediately.

When you buy or sell and the trade imediately moves
in your favor and coses with a profit the first day, you are
right and with the tiend. At the end of three days if it srill
<hows you a profit, it is almost a sure sign thal you are right
and with the main trend.

Therefore, get out at once when you see that you are
wrong and hold when you see thae you are right.

i L=

BuvimG (OUTRIGHT FROM 1920 TO 1572

I hawe written in all of my former books that it never
pays to buy stocks outright beeanse it does not help any if
the trend happens to go against you. 1 have stated thal the
pnly time it is safe to buy stocks outright is when they are
selling around $1o per share or lower.  So many peuple get
the mistuken idea that becauze they have a stock paid for
they cannot lose on it.  That is just where they are wrong.
When you buy a stuck, outright, you do nol worry because
vou think you will not have 2 margin call, but you also fail
to realize the fact thar you can lose all the money that yuu
pay for the stock, because it ran go to nothing and be
qssessed.  Therefore, when you make a trade, the idea iz
to know what you are going to do il it goes against you.
You should protect it with & stop loss order and limnit your
rigk.  Holding on and hoping never, helped anyone and never
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will. When you are weong, get out at the market and take
a small loss, but when the market moyes in your favor, hold
on for big profits.  Don't think that because you are well
aequainted with a stock and because it has gone up for many
bull campaigns in the past, that it will go up in the future,
hecause old leaders go and new ones come to take their
places,  You must keep up Lo date in the market and buy
and sell the new leaders in order to make prefits,

WarcH Dorroms avp Tors o PREVIOUS CAMPAIGNS

When u stock breaks the hottum of the previous hear
campaign by q puints, then yon should walch for suppart
avound thie bottom iof the next former campaign.  For ex-
ample:

When stocks started down in 192y, you should watch the
bottoms of 1923-24, thé previous campaign.  Then iF those
lows were hroken, you should watch the bottoms of the
PgET cantpaign, from which the great Bull m_.._..__m.__..__._.....n started.
Lf these hottoms were hroken by 4 points thie next lows would
be tyig, then 1g1g, and afrer that the 1goq panic lows,
then 1g03-04 and 1806 extreme lows.

You should look up cach individual stock and sce what
years it made it previows extreme lows.,  When you find
that a sinck has reached the extreme low of 1ls history and
then halds for several weeks or several months and [ails ro
break the old bottem by 3 points, you judge thar it is in a
strong position and time to buy with 2 stop luss arder 3
paints under the old low level.

Industrial Averages: In 1932, afrer the Averages broke
the low ol 85, which was made in 1931, the next important
bottom e watch was the Tow of 64 in 121, The Averages
declined to 70 in 1g32, and hild for some fime, but finally
declined and hroke the low of 64.. Thén you would laok fur
the next bottom and would find that in 1907 and 19714 these
Averapes macle a low at 53 When they declined and broke
¢1in 193z, the support level of these two panicky declines,

NEW RULES TO DETECT TRENL OF STOCKS 4l

you would have to look [or the next bottom, which was 43
in 193, from which a big bull campaign started, Tn July,
‘1g32 the Dow-Jones Industrial Averages declined to g4,
failing tu get 3 points under the 1goy low, a sign ol sup-
porl.  The market hecame dull and narrow, the volume of
sales dropped to the lowest of any time since 19279, -
cumulation toak place and the trend urmed up again [rom
that point.

‘In an extreme bear campaign, like 192g-12, when a stock
declings hack to the old levels made 20 o 30 years befare,
then holds without breaking these previous panic levels by 3
points, il indicates that it is receiving suppurt and rhat it i3 a
buy vith a stop loss order 3 points under the old low level.
' UL 8. Steel is an example.  In Juie, 1932, it declinel to
2134, which was only 5§ point lower than the extreme luw
in the 1507 panic, 1t was a buy protected with a stop loss
order at 19. A rally [ollowed from that level, bur 11 5.
Steel did not liave so big an advance from 1932 to 193§ as
ather stocks berause it had been split up and the amount of
stock increased from ¢ million shares to over § million
shares.

Tt is just as important to watch old tops of previows
campaigns. Lhe further hack they are, the more mportant
when they arc crossed by 3 points.  For cxample:

Westinghouse Electric made a low of 385 in 1918
and a low of 4014 in 1919, Tn 12y the low was 38%s,
selling around the same level [vr 3 years. This showed
strong support and indicated thae the stock was bemny ac-
cumulated for much higher prices. It continued to work
liigher and in 1925 crossed the 1915 high at 747 and ad-
vanced to B4, which showed that it was geing higher, “The
next Lop to witch was the high of 11614 in 1gnz, the highest
of irs histury up to that time.  When it crossed this Jevel, o

indicated much higher prices, and according Lo the role you

would continue to pyramid all the way up. The stock sold,
_al 2g23f in 1914,
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Tollow the trend of cach individoal stock m the same
way and when it crosses the top of a previous year or the
tops of previous campaigns by 3 points; it i dn indicition
thar the stuck is going higher,

In & bear campaign ou should watch tops of former
campaigns as well as baltoms of previous campaigns. o
the boll market that culminated in Movember, 1916, the
[ow-Junes Tnduatrial Averages reached a new high level of
1 1o, then followed a sharp decline.  In 19719 these averayes
made annther new high just under rzo; then in the pahicky
decline in 1921 reached 64.  After the bull marker cul-
minated in 1929, there was a sharp deeline in October, 1931
and (he averages broke 3 points under 120, the vld 1919
top, which was an indication of lower prices, Then we would
watch the next top at 110, When the averages hroke 3
points under that top, they declined ro 85 in October, 1931
Then on November g, 1931, rallied back ta 119 or around
the old top at 120. When they failed ro cross this old top,
it was-an indication that stocks were still in-a bear market
and thar prices were going lower.

How 1o Derect Earvy LEADERS 18 A BEAR MArKET

Siacks which advance fast and make top and are dis-
tributed before uther stocks reach top indicate that they will
be carly leaders in a hear market.

When stocks hreak the botenms of previous years or the
law paint for several months previous, ah pad of other stocks,
they indicate that they will be early leaders on the decline.

In évery bear market thére are early leaders or stocks
that decline first and reach hottom ahead of the general list
of stocks. For example:

Chrysler Motots: Tn March, 1926, Chrysler Motors
sold at 28%4. The big bull tnarket followed and in October,
1948 it redched extreme high at'T405. ‘I'his was 11 months
before the Dow-Junes Averages and the general market
made top in Septemher, 1929. You could have been short
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of Chrysler while other stocks were advancing. Pany motor
stocks did not reach high ontil August and September, 1929.

It is important to study and sce what happened to
Chrysler in 1929 while the big advance in uther stocks was
taking place. Louk ar the Monthly and Weekly Charts. In
Tanuary, 1929 Chrysler high 1353 trenid turned down and
in May, 1929, it declined to 66, down 7454 ponls from thie
15328 high. - August, 1029, high af the rally 79, a0l dvwrn
Gi ponts from October, 1928 high. Then, when the great
crash followed_in October and November, Chrysler which
already shuwed downtrend and was in a weak pusition, de-
clined to 26 in Movember, 192g: On April, 1930, high of the
rally 43, which showed weakniss hecause it [ailed to have
any big rally: June, 1432, low 5. Stayed ariond the low
level for 3 months, down 13§ points from the high of O
tober, 192 8. .

When a stock advances sharply in the hrst or gecond year
of o holl market and makes top and then fuils fFor two years
to crosé the top made in the first or second year of the bull
market, it is 4 sien of weakness and the atock should he sold
ehirt. when it shows that the trend has turned down again.

*ou can detect this change in trend by watching the MMonthly
and Weeldy Charts.  For example:

Corn Prodiets was one of the stocka that was an early
leader in 1933, In August and September, 1933, Cumn
Products advanced and made top at goif. In August, 1934,
it declined to 563 then showed accumulation E:;.#F. trend
purned up again, hut ivhen the advance mnE”.,.na _:.?_mnn_:
19736, Corn Products moved up slower than it had in 1931
In July, 1935, it reacheil & high of 7834, By studymg the
Weekly Chart and the Diily Chart, it was easy to See thar
Corn Products had made top. Refer to weekly charts on
pages 44—45. [t failed by 12 points {0 reach the —___.n.__-n__"
August and Seprember, 1933 which showed that q_._n._._.n:_jm._..
was better than the buying. In October, 1935, it declined to
o low of 60, down 18 points from the bigh of July, 1935,
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CHART: Mo, 3§—CORN PRODUCTS
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while the averages and other individusl stocks were advanc-
g during August, September and {Jctober, 1935, This
proves that by following the rules you could have heen short
of Corn Products and making money and at the same time

could have been huying Westinghouse and uther stocks and

making money on the long side.

Note that Corn Products-during the week ended July 13,
tg35 held in a narcow trading range. Then, in the week
ended July zo, there was a sharp decline to Jo¥z on 2
larger volume. This was a sure indication that the trend
had changed and turned down and that you could sell it
chort. At the saine time, the Dow-Jones Avérages showed
strong uptrend, but just becivse the Averages shivwed up-
erend was no reason that you should buck rhe trend and huy
Corn Products when it indicated that it was a short sale.

How To Derect FarLy LEADERS TN A Buir MARKET

Stacks whicli decling and make hottom and show acodmiu-
lation before other stocks reach bottom- indicate that they
will be enrly leaders in o bull market.

When stocks cross the tdps of previous years uf the

o' Jﬁﬂdaim.nm.}n past [ew months ahead of other. stocks,
</ they indicate that they will be carly feaders.

Inn every hull market there dre early leaders or stocks
that zdvasice first and then make tops ahead of other stocks.
The stocks that made hottem early and accumulated in 1931
while othér stocks were declining were among the first (o
advanit in 1932 and 1933, For example :
~ American Commercial Aleohol: April, 1929 extreme
high go; Octuber, 1931 extreme low, 5, making bottom i
months before the low of the general list in 1932. Note
the farfow range and big accumulation. In May, 1932,
when vther stocks were making new lows, this stock crossed
all tops of the past year an: showed uptrend.  September,
1932 high 27; February, 1933 low 13, two points higher
than the previous bottom.  In May, 1933 crossed the 1932
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Liigh and in July, 1933 reached 2 high of go, the same as
in 192g, and [ailed to cross ihis level. - This heing a double
top, is where you should have sold out longs and gone short
with a stop 3 points abave the 1929 high. July, 1934 low
a0 1 December high 1434 June, 193§ low 2284, Tluld-
ing 134 points above the previous battom, it showed good
support. It held for 7 months belweed 2.3 and 28, and in
Oetober, 1033 crossed 28, showing uptrend; in Mavemler,
115 ernssed the December, 1y34 high at 1434 Lt will have
t advance 3 puirits above that level 1o indicate higher priccs.

U, 5. Smelting: This wos another early leader that
showed plainly ahead of time that it was going to have a
big advance.  April, 1939 high, 7274 ; Seplember, 1911 low
1234 7 in November rallied to 26; June, 1933 extreme low
10, which was the lowest tn its history. MNote the Yearly
Chart: 1goy low 243 ; 1915 low 205 1916 high 8154, the
record price up to that time; 1923 low 18; 1929 high 727,
making lower tops since 1916; theit in June, 1932 made a
new all-time low.

" Big accumiulation took place in a narrow trading cange.
In April, 1933 U & Smelting crossed 26, above all tops back
to 1930, See Chart No. 4 on page 48, Tlere you should
gtart huying and would pyramid as the gtock worked higher.
A fast advance followed. 1In July, 1933, it crogsed 73, the
1g2g high, a sure indication for much higher prices and a
place to buy more; then crossed 81, the high ol 1916, the
highest in its history, Here would have been the place to
huy more stock and continue to pyramid, In 1933, Septem-
ber, (ctober and Movember made highs around 105, and in
February, 1934 crossed 10, where you would Luy again. 1t
reached extreme high of 141 in July, 1934, uvp 131 ‘puints
from its low, at the time when other stocks were making
hottoms. A frer this guick advance against the trend of che

" general market, the stock worked luwer, showing do wntrend,

while other stocks still showed pptrend,  In September anl
December, 1935 it sold ar g2.
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CHART Noe, 4—LL 5 SMELTING
Moty Hiso app Low: 1924-1935
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U. 5. Industrial Aleohol: Tn June, 1132, 1t made a low
uf 135 advanced in September, 1932 10 36; then on the
secondary decline in February, 1933 declined to a low of
135, holding one-half point abave the 1952 low. This dou-
ble hattoin was a sign of strength and a place to buy.  In
1933, in July, U, 5. Industrial Aleobol advanced to g4. This
was due (v the Kepeal of the 18th Amendinent and an over-
estiiate by the public of the earnings that whiskey stocks
and other indusrrial alcohol companics could make.  The

L i

T W s e e e o e e

ape s iy T L 4 1S

il

=

A g

NEW RULES T0 DETECT THREND OF STOUCRS 40

public went wild and boughe too high, This sharp advance
from a low of 1374 in February, 1991, to a high of g4 in
July, 1933 was entirely too fast and the movement eollapsed,
In September, 1934, U, 5. Industrial Alcohnl declined to 1,
The Dow-Jones Industrial Averages reached low on July 26,
1934. In December, 1934, U, 8, Industrial Alcohol rallied
to 47. After that it was a slow maver, lageed behind the
market and did not cross 47 again until Seprember, 1935,

If you had followed the trend, you would have bought
thiz stock all the way wp in 1933 and then as soon as the
trend turned down on the Weekly Chart, you would bepin
ta scll it short,

United Fruit: Tn June, 193z, extreme low 1oL, Showed
good accumulation, turned trend up and indicated that it
waould be an early leader when it crossed the 1932 high at
324 in March, 1933. Tt was u good leader in 1933, 1934
and earlyin 1935, 1933 high 68; 1934 high 77: May, 1915
high g234. As long as it continued to make ligher hattama
and higher tops, you would huy, but when the treid teened
down in July, 1935, abead of vther stncks, vou would followr
the trend and sell it short.

Chrysler Motors: In June, 1932, extreme low ¢ Seprem-
ber, 1932, high 21 34. March, 1933 declined ro 734, a higher
hottom than 1932 by 234 puints, 2 sign of strength and
accumnulation and a good place to buy, April, 1933, Chrysler
started activity on increased volume and in May crossed the
1932 top, a sure sign of higher prices. Then crossed the
1931 high at 253 and the 1930 high at 43. February,
1934 high 6034 on big volume of sales. The Daily and
Weekly Charts showed that this was top and the trend morned
down. . Avigust and Seprember, 1934, Chrysler sold at 2974,
As it held nearly half of the advance [rom the 1932 low to
the 1934 high, it was in strong position. March, 19735,
made another bottom at- 31, holding 134 points above the
1934 level, a double bottom, a sign of good support and time
te buy.  Awgust, 1935 it crossed the old 1934 top at 603,
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a sure indication of higher prices and 2 place to ._..;:_, more,
December, 1915, advanced to 9378- m_.qE:,...,rm law in March,
1915 to the high in December, 1935, Chrysler Ed_.aﬂnﬂ_
fi234 points and at no time reacted mure than 9 points, &
wonderful oppurianity Lo pyr amid, which was plainly shown

all the time by the strong uptrend.

How To DETEeT STocks 16 STRONG POsITION

[t ia easy to pick the stocks in strong position if you fol-
low the _.:_Hm _mw.__.- doen - TRUTH OF T3 _m. STOCK
TAPE and WALL STREET gTOCK SELEC q._n.m.ﬁ. and
e rules in NEW STOCK TREND DETECIOR.
Esxample:

Wedtinghouse: June, 1932, luw 1§54, the same low as
1g07. According to dur rule, this was a place to buy with
a stop 3 points under the old hottom. mmﬂ*nﬁrwq_ 1932,
Ligh 4% February, 1933, love. 1934, 2 higher waJEn w.u___..
334 points, m:.&ﬂ?ﬁ yrivod support. .Hr..n mm_._nw ramatned 1n
a %m,.._.._w.ﬂ.w....q.ﬂmnm:m range or sume time and by the rules
for détecting a change in trend you would digcern that this
was accumulation and would buy the stock. {Ine reason why
you should be watching We stinghouse iﬁ..*r:_" this stock was
never splitup and never declared a stock dividend during
the 1529 hovm: b

Tn July, 1933 Weatinghnuse _,,_.."._um,_.h_,._ 437, the top ]
September, 1932. This was an indication for higher prices
and you shonld have bought mare when it crossed P.._._n ald
top. 1t advanced to 5834 in July, 1933- The Hu:.___:.. and
Weekly Charts showed gt that ime, that |t was making :.__u
and you would sell out and gt short, In October, 1933, 1t
declined to 2854, making a higher boteom by o4 _.u_.____.;_m than
Fehruary, 1933, stll shawing a strong uptrend, Then it held
for a long time in @ narrow trading range with a small vol-
ume of sales, a sign of accumutation, and failed to break the

bottom at 28 5. i
1t glvanced in February, 1934 to a high of 4734, where
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again there was large volume and the Daily and Weekly
Charts showed that it was making top and that it was time
to get out and go short, as the trend of most stocks tuened
down after February, 1934, when the trading was running
at the rate of 5,000,000 shares per day aller stocks had had
a big advance, TIn July, 1934, Westinghouse declined to
27 44 only 3. puint lower than the bottom of Uctober, 1933,
and il ¥ou bought aroound 2g, the old bottom, with a 3-puint
atop lods vrder at 26, the stop. wauld not have been canght.
After the low of July, 1934, Westinghouse remained in 2
narrow Lrading range until December, 1934, a sign ol ac-
cumulation. A detective who had been watching this stock,
would have seen clear signs of accumulation when it Tailed
to break the old bottom by one point, and would have houwght
the stock.

Tn March, 1935, when mast all of the stocks reacted and
the Dow-Jones Industrial Averages made bottum, Westing-
house declined to a low of 323 ; then activity started and
volume of sales increased. In Apnl, 1935, it crossed 4754,
the 1974 top, & strong indication of higher prices and a place
ter huy more.

In July; 1935, Westinghvuse crossed 5833, the 1933
high, another strong indicarion of higher prices and a place
to buy. According to our rule, it should not decline 3 points
under thia old top, which would be 55, in vrder to maintain
a strong uptrend, After it crossed §834 it reacted w 57
only, and then advanced to 9334 in November, 1935, This
wis 4 gond stock to pyramid as it showed uptrend all the
way from March, 1935 to November, 1935.

New Lows Late 18 A BEar CaAMeAIGN

When stocks decline late in a hear campaign, or after #
prolonged decline which has run two ar three years, and
break inta new low levels, they are not likely to decling as
[ar a8 they would if they broke into new low levels early in
the campaign. Your rule should he that after a stock de-
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Jines to new low levels anil then rallies back 3 points ahove
the old hottom, it is an indication that the decline is over,
thae liquidation has heen -completed, and that the stock 13
gelting ready to turn up again, :

Amerlcan Tel. & Tel.: 1907 pa nic low 88, In June, 1032
it broke 88 aftér the bear market hail run 33 monthis and
in July, 1932, declinied to Folf, or 173 points lower than
the old low of 1907, bur later i that swme maonth- rallied
and clnsed at 8954, ahove the old low of 88, The decline
Lelow 8% was a final wave ol liguidation and the quick rally
that [ollowed was an indication that final buttom had becn
reached. Lo August the stock advanced to g1, or 3 points
above the old low of 38, an indication of higher prices;
then in September; 1932, aevanced to 121, Follawing the
rule, you would have hought American Tel: & 'Tel. at g1,
when it was 3 puints above the old hottom at #8, even though
it was up 20 points from the extreme lowr, and then would
have made 30 paints on it in less than 2 months. Another
proaf that you should always follow the rules and go with
the trend of an individual stock and change when the trend
changes.

Comsolidated Gas: This is another stock that had a final
wive of liguidation in. 1934-1935 when other atocks had
crossed provious highs. 1923 low 3634, In 1932, iLbroke 5674
and-declined to 32; rallied to 66 in September, 1932. Then
in July, 1934, 1t broke 32, the low of ig32, and declined to
159 in Vebroary, 19359 rallied to 444 in Aupgnst, 1935
and 3434 in November.  When it failed to get 3 pints
above the 193z low of 32, # sign of weaknesa, you should
have sold out and gone shore. It declined to 253 in Sep-
tenber, 1935. When it can cross 35, ur get 3 points above
the old low, it will then indicate higher prices.

Niw Hions LaTe w1929 Bure MARKET

The Dow-Jones 30 Industrial Averages made the ox-
tremie high on September 3, 1929 and U, 5. Steel and many
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that after the big crash’in Seplember, 192y, some stodks
were still working higher and made the high of the year m
edrly Oetaber, 1929, 5 : ;
: Timken Roller Bearing: The high for Timken during
Scptember, 1925, wis 119k, Fxfreme high of 13934

reached in October, tgzg: It made 2o points higher

October, while the Averages had declined 100 points [rom

the high in Seprember,

U. §. Industrial Alcohol: September, 1929 high 2265,
Early October, 1929, high 24134, malking 2 top 17 points
higher in Ckctober than in September, despite the heavy
sclling and the smash in the general market. The time was
not yet up for this late mover to make top, andl, therefare,
it advanced apainse the trend af the Averages. :

¥au wanld have made a mistake if you had sold 'Limken
Roller Bearing and U, 8. Tndustrial Aleohol short just be-
cause the Averapes and other stocks had turned down and
weie short sales, but if you had followed the rule and bought
these stocks accurding Lo the trend, as indicated, you would
have been long of them until they reached top and gave =
signal for dvwntrend.

people know who da not take the trouble to keep up re cords,

New I hieas Forrowime Year AFTER Enw oF
BuLt CAMPAIGH

Afeer a market reaches final top of a bull campaign,
usually there is 2 sharp, quick decline, then a secondary rally,
from which a prolonged bear market follows.  After the ex-
treme tup in Seprember, 1929, there was a panicky decline
' Ohctober and November, one of the worst in history. Then
stocks advanced and made a secondary top in April, 130,
with the Dow-Jones Tndustrizl Averages nearly 100 points
lower than the 1929 tops, Yet, a [ew stocks maide these
extreme highs in April, 1930.

It is intercsting to study what kind of stucks recorded
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new highs and determine why they made them. Most of the

erocks which advanced ntoa new high tertitory in April, 1930,
were stocks that had a small amount of stack catstanding and
wore casy to manipulate. When  these stocks crogsed the
wyeg highs, they certainly indicated higher and you ghould
have [ollowed their trend up until they indicated top, even
though other stocks were atill in a bear market and selling
far below the 1929 highs.

Coca Cola: This stack which had been split up in 1924,
Jdvanced in ig3o and did net reach high until June, 1930
It recorded a high of 1gr3g at that time, [ view of the
[act that it had becn late in making its 1op, it would ._u.—EEE_..
e late in making a bottom. While many stacks, in fact the
majority of stocks, made low in Junc, 1932, Coca Colu de
clined and did not make low until December, 1932 when it
soldl ar 6814 then showed wecummulagivn and the maid trenid
urned up, [t confinued to work higher each year, making
higher botlomes anil higher tops, antil it advanced to 2834
‘n November, 1935 and was ayuin split up 4 for 1.

Ticctric Power & Light: Tn the panicky decline of No-
vemher, 1929, this ctock sold at a low of 29k in April,
g0, made a high of 10355, up 17 paints above the high
of September, 1929 After it erossed the September, 1929,
high, you should have followed the trend up until it showed
Jefinitesmgns of turning Jown. Then, when it broke back
ander the September, 1925, 0P andl showed downtrend, you
chould tave followéd it-down on the short side just the same
as any other stock.

In July, 1932, Tlectric Power & Light declined to 2 4.
Tn September, 1933, it advanced to 165 then worked lower
in 1933, 1934 and 1935 When other stocks advanced in
1934 and 1935 and this stock faled to cross the high of
September, 1933 it indicated a short sale. In March, 1935,
when the Public Utility Stocks wers under pressure due to
adverse leslation, Flectric Power & Light reached an ex-
treme low of 134 Iherefore, as this stock was working

e
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”__c._.._ﬂ. ﬂnﬁ__.ﬂ Eu#mum new lows from time to tme, showing

pwntrend; you should have been followi g i

slling shiort - allowing its trend and
dmhm&ﬁﬁ Steel: m.n._“:nmﬂ_._ 192, high 11634, April,

1930, high .J..uwv“ﬂ. April, 1935, low 1124, One of the rea-

56N8 ﬂE_ this stock advanced to such a high level in April,

1930, was hecause there was a gmall availahle supply of atock

and a small gumber of shares outstanding. At that time the

directors of the Company made a lot of money speculating

in .m._..”._nw.m. Then folluwed pror business and the company
during the depression gotinto a bad financial condition, After
the stock declined to 1134 in April, 1935, it worked uvp
very slowly, being a late mover in H:H____.Fﬁ. .c—u just as it was
in 1930, hecausé the steel busincas was slow and the last to
recover [Fom the depression.

.E”mmnﬂm.d Steel: It is inporiant to compare the positioh
of this stock, which has & small Hoatlng supply, with ather
ateel stocks. Uhis_company showed goud earnings during
the depression, much better than Vinadium or even L. 35
Steel. National Steel was a late mover and made top in
.,__5.“__3_,_ 1930, at 7615 July, 1932, low 1334. Tt made higher
bottoms 1933 1934 and 1935, In July, 1935, it erossed
the top ol February, 1974, an indication of higher prices an
a point to biy more.  In Movember, 1935, advanced above
._..‘nu.Em__. :ﬁ.bﬂqm_ rg30. This company with it small cap-
talization is well imnanaged and has a better future than UL 5.
Sreel, Bethléhem Seeel and some others, but you must always
follow the trend of a stock, regardless of what you think
wv_c:_. it, and when the trend turns down, you should follow
it dawn. :

Srocks THAT Crossen 1929 Hiamns
T have stated before that T did not expect the Averages
to n.q.._uq.w_n: at ._mm:. 1929 high again, but that individual seocks
from time to time would eross their 1929 highs and make
new highs. For example:
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American Safety Razor: June, 1332 low 133. It
wrorked higher during 1933 anil 1934 and never hadl more
than two or three monthe' reaction. In 1935, Februdry,
March and April; held round 75, the 1929 top.  May,
1938, crassed 73, which was a sure sign of higher prices as
.+ was in few high territory- July, 1935 advanced to g5 .
This stock showed uptrend all the way from 1932 anil was
an early leader. You chouled have hought it right along and
then Lought more when it crossed the 192y high

By comparing Gilleree with American Salety Razor, you
will see what would have happencd 1f you had hought this
ateick to follow Anierican Sa fety Razor. Tn December, 1933
Cillette made @ new low at 7543 then held in & very narrow
trading range. [t reached a low of 12 o Auguse, 1935

Colurnbia Plofures: April, 1930, high 543, December,
1931, low 254 This stock made low six muniths be fore other
“stocks.  In July, 1932, when other stocks reached extreme
lovwr, Colurobia Pictures crnssed tups and already showed up-
trend.  March, 1931, low 54, showng good suppart 4
points higher than the 1931 law. In Mlay, 1933, crossed
the 1932 high, a sure sign of much higher prices. [t con-
binued to work higher, making Ligher hottoms and higher
tops and n May, 1935, crossed 5§, ahuve the high af 1930,
This was another sure sign of higher prices:- In July, 1935,
it gold at 1. While Paramount, Radio-Keith-Orpheam, and
Warner Brothers’ stocks in the moving-picturs line were in
the hands of receivers and holding at low levels, this stock
was working up. Always buy the stocks in strong position
aindl Teave thuse in weak position alone. s

" Congoleum: December, 1930, low G5, 1t showed a
long level of dqregmulation and made last low at T4 i
March, 1933 then continued to make higher hortoms anid
higher Lops mtil Joly, 1935, when it crossed the 1929 high
ar 3534 ?

McKeeaport Tin Flate: June, 1932, extreme low 28;
September high 56343 December low qoi; and in Febro-

Ty
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ary, 1933, when other stocks were at low levels, it advanced
to 57, above the September, 1932 top, a sure sign of much
higher prices. Extreme high had been 10334 in 1931 It
showed in the early stages of the campaign that it was in
a straight-up bull market and a real ﬁw&nﬁ. In August,
1933 1t made a high ol 9534 in October reacted to 67343
February, 1034 high 9434 1 July, 1934 low 79, raising bot-
toms all the time.  In April, 1935, when it crossed the 1931

CHART Mo, 5—MNATIONAL LISTILLERS
Moty Hron amo Low: 19251935
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highi, it was easy to detect that it was in a strong’ position and

making for a new ._.mm._.. " Refer to Chart Mo, ¢ on'page 57.

National Distillers:- June, 1929 high 814 Uclober,
:m_u.m_. low 15; June, 1932 low, 13, making « double bottom
againsl May, 1926 low ar 1234 and holding only 2 points

under the low ol October, igzy, an indication of strong

support.  Big accumulation took plice, and while other
stocks were making new lows right along, this stock was
holding up. August, 1932 high 2714 ; February, 1933 low
1634,  This higher bottom indicated that. it was Eu:..mun
_.._”_E..“_w. Eev e vane to higher levels: In April, 1933, it crassed
the 1932 high at 2774 and 1931 high at 3634, another sure
sign tor higher prices, where you shoeld buy it and then
pyramid all the way up.  In May, 1933, it crossed the 1928
and 1029 highs avound (8 and in July, 1513 reached a high
nf 124, when everybody got bullish and was talking 500 to
tooey for this stodk; then was the time to sell our and &0
mm._ua._.“. A sharp decline Tollowed. .

: .:i shows: the wizdom of [ollowing the rrend of |an in-
dividual stock and not the trend of the méuqu.mﬁw ar .m:_.ﬁ any
stuck in 4 proup. : ;

drecks Tuat D Nor Anvance Muocn rrom 1932
s TO 1935 i)

. wq_ going over a lavge list of stocks, you will find inany
]_E_m did :E,. advance much [rom 1942 o F.J...m.ﬂ in fact, dur-
ing that peried some of them madé lower priecs than in May
ta Jone, 1932, For example:

h._.w:.nuhnﬂh International: July, 1g3z low 234, Tuly,
'933 high 1514 1033 low 424, 1934 low 434, 1935 low
a..r..m.r In Decémbér, 1935 it was selling at 10, while other
sto m.__::. made .r._.am around -3 o5 in 1932 had advanced
.M.m. hc and 7¢ points, By looking at the Monthly Chart on
_._h._.:;.__.,.m:_ __:._um___m:::i..__“.:j will see that it never showed
that it was gomg o [ollow the advance in other stocks.

NEW RULES T0 DETECT TREND OF STOCES 5R

Therefore, you would leave it alone and buy those that were
making higher bottoms and higher tops.

Standard Gas & Electric: June, 1932 low 734, March,
1933 low 534, December, 1934 low 336. March, 1935
low 134. This stock made new low levels each year while
other stocks were advancing and crossing former highs. It
suld ai 634 in December, 1935.

National Dairy: In June, 1932, it sold at 1434 and in
February, 19543 sold at to34. It was almast 4 paints lower
than the 1932 low while the Dow-Jones 30 Industrial Aver-
apes were selling g points higher than their 1932 lows. Then
you certainly would not have béught MNational Drairy in
March, 1933, us an early leader or a stock that would ad-
vance Fast, because it showed that it was il a4 weak position,
However, it did advarice in 1933, but not neatly so much as
other stocks which had sold around the same low price as
Mational Dairy.

In July, 1913 it reached high at 2534 Apain-the trend
turned down and in December, 1933, it declined to a low
of 11, making a double bottom or slightly higher than
the low of February, 1933 This was a place to hup i you
wanted tn huy this rlass of stock, which is a slow movar. I
Tuly, 1934, it made a high of 1834 then in March, 1935,
declined to a low of 1234 and licld in a slow trading range.
'I'ne {act that it was 2 points higher than the low of De-
cember, 1971, showed the stock was getting support ani]
would cventually work up. It did not cross the 1934 high
until Movember, 1935.  Therelore, you would not expect
this stock to decline just because the Averages or some other
stacks which had had a big advance, declined, hecause
Matienal Dniry had just advanced 1o a new high. Regard-
less of whether it goes very much bigher or very much lower,
it iz not likely to decline as other stocks which have had big
advances or those that are up 75 points or more from the
lows of 112 and which may decline sharply.



60 NEW S§TOCK THEND DETECTOR

1. 8. Realty: 1g92g high, 11954 ; June, 1032 low 24 July,
1913 high 1424 March, 1935 low 3, anly one point abuve
the 1y32 low; December, 1935 high rrjs. As this ftock
contrals New York real estate and as real estate is nne of
the last things to move up, U, 5. Realty may be one of the
late rmovers, but will have Lo cross 1933 highs béfore it shows
strong aptrend agam,

Loft nmﬂmw. Continental Motors and other stocks did
not show activity or cross the high levels of previous years
as other stocks did. - You should always rrade in stocks rhat
cross former highs and make higher tops and higher bot-
toims, as thiey are the best to buy, and leave the dead, imactive
ones alone,

Sincks 4 WEeak PosiTION 1N A Biir Marskr

After an cxtreme low has been reached in a bear market
and stucks start to rally, those that mally only 2 to 3 months
in the heginniing of the next bull campaign and then never
ernss the top levels of the firse rally are in i very weik
prositiom.

From July, 1932 to September, 1932 some stocks had
a sharp-rally of 2 months, then never crossed the top of
that rally. ‘L'he cause of this was shorl covering in these
wealk stocks and aller a sharp recovery there was not enough
buying demand to keep these stocks moving up withi the trend
snd they pradually woiked lower ar remained in 3 narrow
trading range. For example: :
 American Home Products: This stock declined to 2g in
Jurie, 1932; then rallicd two months o 43 in August,
19423 and declined to 25 again in December, 1933, - At the
end of 1935, it was selling around 36. It never crossed the
top of the two months' rally in 1932, which showed that it
_was in wesk position and not one of the stocks that you
would select for a leader.
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How To DEFRCT INDEFENDENT EIovERS

Auburn Motors: Auburn Motors has often becn an in-
dependent mover, that is, moving opposite to the trend of
moior stocks. [t advanced when other motor stocks were
decliming and declined when other motor stocks were ad-
vancing.

Mlay, 1933 low 2834 August, 1932 high &1; February.
1932 low 31, a higher boreom by 234 points than the 1932
buttom, a sign of support.  July, 1933 ligh 845, only 354
poines above Angust, 1932 high,  Then the trend turned
down, and Avhurn dechined swiftly to Octoher, 1933, reach-
ing 31, the same level as February, 1032 [March, 1934,
rallicd to §734; making a lower top and showing weakness.
June, 1934, broke Al lows around 31 to 29, and declined to
17 in July, 1934 (¥ctoher, 1934, pallied to g0. It met
selling right under the old bottoms and when it conld not
aet through, it showed » weal position and indicated luwer,
1935, in March, made 2 new low for all tine at 15; then
started up and in August crossed o, ahove two former tops,
and got through the old bortoms, an indication af higher
prices.  In Owtober, 1935 it advanced to 454,

Chrysier Motora: Compare the position of Chrysler and
Auyburn at different times and see how one began tu show
weakness while the other was showing strength :

1932—In June Chrysler sold at §, and in the same onth
Auburn advanced to 77 5.

1933—In liebroary Chrysler made a Jow uf 73 and
Aubugn made a low of 3134,

In September Chrysler advanced to 5274, while Avhurn
was selling at 45, down 39 paints frim irs high of 8434 in

fuly.  Avuburn was theri showing weakness while Chrysler

was getling stronger.
1g34—In. August Chrysler made low at 2g 3y, Auburn

low 17.
1935—In July Chrysler crosscd the 1934 tops al fidg
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3 while Aiibiren was far below the 1634 top. “While Auburn
m moved up in October; 1935 to 45, Cheysler advanced tu
g T T Mo, G : o 2 s : -
OMITED FRUIT GEWART. No CHETSLER MOTORS : 8834, selling at & higher level than Anhurn sold in Tuly,
1 1T E — L —.mm.m..
_ 1 _ — |- : _- . This is more proof that you must follow the trend ol the
i : i — H RNERI .M individual stocks and huy those in the sirongest position il
et i _ X ] R T sell short those in the weakest position,
: : carak 2T e H.m_l E: “Why did Chrysler muve up much faster during 15733
4 . : i s TR ! .___i.u.. B chan Auburn and other motor slocks?  Beeause it had made
a0 | TE| s JARIRR P RN AT ..__-*..”i mm high early in the previous _”E_._ _...,E___“_m_m:_ ceaching high in
HHH uf =[] A - LT T w Cietoher, 1928; therefare, iks lime period was differént than
v (TEFT - ﬂ_, HH 1 _ TN ue e sther stocks. Auburn made high late in the 192y campaign:
s EEasauANE RN EAPE NN ENREET i TEH "m reacted to 6034, and then advanced to 295 34 in April, 1y3 1,
™ —+ | FrHHHIT —AHH w while other stocks were on a decline.  This again proves thal
H A J THRT iy H n | you must teade aceording to the trend of the individual
N AT B g r Ak (! stocks :
3 ] _ {rH - uil { :
M H— - T EEA M..__a 1 1ER -4
{1 A W J] E :
a0 EEEREE . _,L_____ X T ...m_ E Rurving ONE STock AND SELLING ANOTHER SHORT AT LHE
H HH - e | i Same TiMeE
3 H ' 1 30 | | 11 :
| L A1 _ ] i i
» FFEEEET ‘1 _.._if T | mi m UNITED FRUIT AND CHRVSLER MOTORS COMFPARISON
ot LT T o= A S : A comparison of these two stocks and their weekly bigh
1 i ! N - ; 1 m and low movements for the year 1935 is to prove ta you how
as HH I {l_.- hnE 1 H i important it is to study individual stocks and trade arcord-
B T ...__ NN i i i ing to the trend of the individual stock and not buy one stoclk
40 EHH SRR BN _ L ol i just hecause some other stock is guing up or zell one stock
w H .mru - .w_ﬂnqlﬂ._ - T | . short becanse some other stock happens to be declining.
Ty ; HHECT ey N 3 Judge cach stock according to its positiun and derermine ils
% b E THT 1 N IBENEEE R M individual tend and go with it.
IEEEERREEDES T [T 2 o
Ll 4 (=] -] - - T = - [ - (23 z iy
] 3 s o | e m il £ W . ended
SR, e c % £ Jan. 5 United Fruit high 75 ; Chrysler Mutors high
mn..._” 4234, United Fruit 33 paints higher than
P g W Chrysler.
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Chrysler reached low of the year at 31; United
Fruit selling ‘at 75 4, vr 4454 points higher than
Chrysler.

United Fruit reached extreme high of g234. At
this time Chrysler was selling at 4934,  United
Fruit 4.3 points higher than Chrysler,

At this point if you had followed the trend on
Chrysler, which showed wp, and had bought
Chrysler, and then, when the trend showed down
o United Uruit, had gone share, you would bhave
minde big profies on both deals

United 'Fruit 72, down 203 points from the
high of week ended May 18,

Chrysler G234, up 1334 puints [rom the high of
week endéd May 18, At this time Tlnited Fruit
was only g4 points higher than Chrysler.

On a reaction Chrysler sold at £754.

United Fruit was selling at 65, only 714 points
abave Chrysler.

Chrysler 74, United Fruit 74 United Fruit
down 1834 points from the top of May; Chrysler

. up 243§ puints from-high of weck ended May

1k, Here you would have had a profit of 24
points in. Chrysler if you had bought it at the
tirme you sold United Fruit short and you wruuld
have had 18 poiits’ profit in United Fruie. The
trend was still down on United Fruit and the
trend was still up vn Chrysler.  You would trade
in both stocks aceording to their individual trend.
Chrysler low 6g; United Froit extreme low of
the decline fold, down 323 points froem the
high. At tlis time Chrysler was selling 814 points
higher than TUlntied Fruie.

Chrysler high go,; United Fruit 7332, Chrysler
1654 points higher than Tnited Fruit
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Dec. a8 Chrysler reached éxtreme high of the year at
g374. [Inited Iruit again declined to Gofd. Al
this time Chrysler was 33 points higher than
United Fruit. /

The Weekly Swing Chart on United Fruit and Chrysler
on page 62 shaws you how these stocks were far apart and
then how they worked and came together; then one worked
lower and the other worked higher.

T'his is not the only comparisun of this kind rhat can
be made. There were many other stocks in 1935 that were
declining while other stocks were advancing, hu this is ample
proof of the large profits that you could have been making
by keeping short of United Fruit right along and at the same
time pyramiding on the loag side of Chrysler, buying all the
way up. 3

By selling stocks short that are in weak position or show
downtrend and buying the stocks that show uptrend, you can
often make money on the short side and the long side at
the same time.

Srocks Tuat Barry or Deevine Oney ‘U'wo 1o Turee
Mk TIrS

As a rule, in a bull market a stock that is going higher
will mot react more than two to three months and should
resume the upward trend in the third month, 11 a stock ia
going lower it will continue the decling in the third month,

Chrysler: Afrer it sold at 28 in March, 1926, it never
had maore than tao months" decling it any oome untld ot acd-
vanced to 140% in October, 1928, After it redched top at
140 it never rallied over two months until it sold at 26
in Movember, 1929, which shows you how impuortant this
rule is. In April, 1g3o, the high was 43 and it never rallicd
over two months until the tirme it sold at g in June, 1932.
Dow-Jories Railroad Averages:

The Dow-Jones 20 Railroad Averages reached the high-
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est in their history in Septemher, 1529 when they sold at
189, They declined gharply in the panic of MNovember,
191g; then rallied to 158 in Aprl, 1930; and declined to
11in June, 1972, ‘The lowest price ar which these Averages
sold in Auvgust, 1896, was 42.  Therefore, when they hroke
their lowest average level in listary, they indicated much
lwwer prices and you shauld have sold railroad stocks share
and followed them down until the Averages and the indi-
vidual stocks that you were short of showed thar they had
reached bottom. and that a change in trend was laking
place,

One of the signs of weakness ina bear market is a rally
of unly six to seven weeks or not more than twi imonthz,
not getting higher in the third month,  D'rom March, 1930
to the low in 1912 at no time did the Railroad Averages
advance over two monthe; and from Febroary, 1g31, when
the high was 117, until they declined to a low of 13, they
never rallied more than one month. 'This was a sign of
arcal weakness, indicating htavy liguidation and a real
panicky bear marker. -

SHOULD STOCKSs WITH SMar, NUMBER OF SHARES
DprsTAMDEG BE Sonp SHORTF

In a bear market o when the trend of a stock is down, it
is just as safe to sell short stocks with a small number of
shares outstaricling as it iz to sell shore stocks with a large
number of shares nutstanding, heesuse they all po down afrer
distribution has been completed, and stocks. that have sold
very high go very low, as was proved in the great panic of
1929 10 1932, Example:

Case Threshing Machine: With only 130,000 shares
nutstanding, Case advanced to 515 in Navember, 1928;
then dedlitied 1o a low of 1634 in May, 1932, T'his stock
bad many sharp rallies.  TEyou had (ollawed the trend,
zold it short ag long as the trend was down, covered and
went long when the trend showed up, you would have made

.
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a large amount of money as it worked down nearly goo
points from the top, :

Auburn Motors:  This is another example of a siock
that sald at g14 in September, 1929 and declined to 15
Belarch, 1935.

Auburn had only 166,000 shares cutstanding, yet it de-
clined 499 points from the extreme high in 1929 to the ex
treme low in 1935, How many people would sell Auburn
shorl after it was down ro-1oo and after it sold at 5ot Yer,
as long as the trend was duwn, it was a short sale even at 25
ar 2. The same on the long side! A stock is good to buy
nu matter how hiph it goes as long as the trend s up.
Auburn was just as good to buy at 400 when the trend was
up as it was to sell shart at 4o when the trend was duwn,

Radio Common: While this was not a stock with a
<mall number of shares outstanding, it reached extreme high
at ¢4g in March, 1929; was split up § for une; declined to
a low of 234 in June, 1932, Iow many people in 1929
dreamed that Radio would ever decline to 214 again? Prob-
ably not one in a million. This decline of $465% points
12 wonths was the greatest decline in any stock from 1929
ta 132, which is certainly convincing procf that buying
stocks outright never pays because they can go down 1o
nuthing. There is only one way to trade, thar is, to place
stop loss orders and limit risks to a fow poiuts on cvery
stocl vou buy. :

Mo matter how small or how large the volume, when the
trend turns down, stocks go dowm, and when the trend shows

up, stocks go up.

Warr For DerpwtTe Buying Siewac ar BoTTom

At the end of a panic or a long decline, there is alwirys
plenty of time 1o buy stocks near low levels. All you have
ia do is to study past records and how stocks acted at the
bottom in 1932 to prove to yoursell that it requires a long
Gme for accumulation to take place at the bottom beforc

N e Tt
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gtocks start up.  You can make money much quicker Ly wait-
irigg ko buy when the trend turns up. “Alter vou have alloweil
soveral wecks or severdl monthd to-elapse, il a stock holds
bottom levels, it shows decumulation and you can buy with a
st loss prder under the bottom.

Johne-Manville: This is a gond example of how long a

stuck, thal has sold at very high levéls, ean hold at low levels.
Tohns-Manville sold it 24234 in 192g. lt declined tb 10 m
April, 1932 and held around 10 during April, May, June
amil July, 1932, acconmulating for neardy 4 munths ar low
levels, Tn the latter part of fuly, 1932, Johns-Manville
showsd uptrend hy crussing the taps ol previons months and
in September, 1937, advanced to & high of 3334, This was
an upportonity to make more rthan 20 peints' prufit in 6o
davs alter you had waited three to four monrhs to see if it
would hold che botom.  Yoo-gould have bought it at 5o,
or just above 10, and placed a stop loss order at g, which
would have held. Johns-Manville was one of the good stocks
to pyramid in 1934 and 193§ because it continued to cross
bops and make higher boltoms and higher tops, reaching a
high of yy 4 in November, 1935.

Tt takes time for accumulation to be completed. Do not
make the mistuke that iz made by g0 many traders who hang
vver the tape and try to catch the bottom eighth and the
tap eighth, They never du it and lose all of their money w
the end. - Do not guess and try to anticipate what the market
is going to do. Wait until you detect a definite indication of
a change in trend and get a definite buying signal. Do not
pay anf altention to averages or stocks in the same group.
Remeinher, you must fallow the trend of the individual stock.,
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CHAPTER VI
VOLUME OF SALES

The ¥olume of Sales is the real driving power behind the
market and shows whether Supply vr Dermand is increasing
or decreasing,  |arge buying or selling orders frum profes-
sional traders; the public or any other source of supply anil
damand, are bound to be registered on the tape and shioven
in the volume of sales.

Therefore, a carelul study of the Folume of Sales will
enahle you to determine very clea rly a change in trend, espe-
cially if you apply all the other rules for detecring the posi-
tion of a stock.

HyuLes FOR DETERMINING CUTLMINATIONS DY VoLumME
OF BALES

Rule =—At the end of any prolonged hull campaign or
rapid advance in an individual stock; there iy us0-
ally 4 large increase in the volume of sales which
marks the end of the campaign, at least tempo-
rarily. Then, after a sharp decline on hLeavy
volumne of sales, when 2 secondary rally takes place
and the volume of sales decrcases, it is an indica-
tivn that the stock has made fnal top amd that
the main trend will turn down.

Rule 2—If the stock holds after making a second lower rop
and gets dull and narrow for sume time, working
in a sideways movement, and then breaks out on
increased volume, it is 2 sign of a further decline,

Rule 3—After a prolonged decline of several weeks, several

months, or several years, at the time a stoc is
an
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reachiing huttom, the volume 6f trading should de-
crense and the range in fuctuation shiuld narrow
dawn, This-is ene of the sure signs that liquida-
Gon is rinning its course and that’ the stock is
wetting ready to show a change in trend.

Rule 4—After the first sharp adyance (when the trend is
changing from a bear market to a bull market}
the stock will have a secindary reaction and make
bottom, justthesame asithad a secondary rally alter
the first sharp declife. If the volume of sales de-
creases on the resction and then the stock moves
up, advancing on heavier volume, it will be an in-
dication of an advance to higher levels.

These rules apply to the general markes, that is, to the
total sales traded in o the New York Steck Hxchange—
daily, weelly or monthly—as well as tu individual stocks.

Summary: Sales increase near the fop and decrease
wear fhe battom, cxeept in abnormal markets, like (tober
and November, 1529 when the market wis moving down
very fast and culminated on large volume of sales, making
a sharp hottom, from which a swift rebound followed. As
i rule, aftcr the ficst sharp rally, there is a sccondary decline
on decrcased volume, ag described above under Rule 4.

MowTHLY RECOED OF VOLITME OF SALES ON MWew Yonk
SrocE EXCHANGE

TIG—=1935

‘I'o undersrand the impurtance of Volume, a study of the
total mumber of shares iraded in on the New York Stock
Fxchange is necessary,

‘In July and August, 1921, at the bottom of the Bear
Campaign, the volume ol sales was around 10,000,000 Lo
pz,000000 shares per month,  In March, 1g2¥ sales
reached 84,000,000 shares per month for the first time in

B
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history. Alter that the volume of sales was very larpe, with
this group of stocks working higher right along after the,
reaction in June, 1928,  The volume ingreased enurmously
in ‘Mosember, tg28;, reaching 174,000,000 shared, the
largest for any month up to that time. Sales continued heavy
i December, 1928, and, in [act, right up ti the top i 1929,

I02q
September Sales were over  [o0,000,000 gharea.  The
Averapes reached 336, the. highest price in
history.

Gn.,_uwnnm._._n'ﬁrn.mmum. nm.mq._._.ul.m_:ﬁmum.____.ﬂm..q.q.E.w.w: .ﬁtuu_._ﬂ._una.
apes hroke under the low lewel af a previous
EEn_.:-HFE._.l._._E_.q..ﬂ_ that the trend had turned
down. Al iecurds for- volume of sales were

hraken in October, sules reaching - 141,000,000
shares.

November At the bottom of a panicky decline in Movem-
her sales dropped down to 72,000,000 shares.

Decemnber  Sales B3,000,000 shares,

1930

Japuary  Sales 62,000,000 shares.

Februaty __wm,_ua.n.__:n_n_ ghares.

March Volume of sales reached 96,000,000 shares.

April Total volume reached 111,000,000 shares an a
very small gain in price of the Averages.

May in the carly part of the month the Averages
broke under the April low, which was the first
time that they had broken a maonthly low since
bateom was reached in November, Sales for
way were 78,000,000 shares, A sharp decline
followed,
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Cales were Bo,on0,000 shares, with the market
moving lower. it

On a small rally the total sales were *only
Ry 000,000 shares for two months.

The market was slightly higher early in the
month, then a. decline started, which cartied
prices th new low lévels, sales of §o.000,000
shares being recorded.

The markel hroke to new low levels.  Srocks
at-this time hroke the low levels of November,
1929 and sales increased to 0,000,000 shares.

The Dow-Jones Industrial Averages declined
46 points under the low levels of Movember,
192g. Tutal sales this month were 0, (00 PO

shares.

Ig3E

A rally started and in January, 1937 the sales
were 42,000,000 shares.

‘The market made top of the rally on sales of
G4,000,000 shares, which showed that the vol-

ume of trading was increasing on the rally and
that stocks were meeting resistance.  Note that
this lop was just under the low levels of Novem-
ber, 192, which showed that stocks met sclling
when they moved up under the old low levels
ol the panic.,

A decline started in March and the sales were
b4, 000,000 shares, a “heavier volume, with
prices moving lower. .

Sales were §4,000,000 shares.

Salea 47,000,000,

=
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There was a sharp decline on a volume ol sales
toraling 5,000,000, which carried the fver-
ages down to new low levels, reaching 1zo, the
old top of 1919 and the last low of May, 1925,
A quick rally followed 1o the end of June and
early July, the Averages-reaching 15742, bul
failing to cross the high level nade in DMay,
1531,

The sales were smaller, only 33,000,000, and
the markel narrowed down.

The sales were 24,000,000, still a narrow, dull
market, net making much progress on the up-
side.

Activity started and sales reached 51,000,000,
O thig increased volume the Averages declined
45 points during the month of September. This
showed great weakness and indicated a further
decline.

A sharp decline vccurred which carvied the
Averages down to B on sales of 48 000,000
shares.

A rally followed, culminating an MNovember g.
The Averages reached 1193, back to the old
top of 1910, to the last low af 1925, and to the
buttom of a previous rably,  Failing to penetrate
these old bottoms and eross the previows top,
the market showed weakness and indicated that
the trend was still down,  Sales in Nowvemher
were 17,000,000, the volume decreasing on the

rally.

The Averages declined to a new low [or the
mave, making 72 on sales of jo,000,000 shares,
the largest since September, 1931, This indi-
cated that big liquidation was atill going on.
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1938, i _
The Averages reached a low of 70 on sales of
44,000,000 shares for the month. B

Wallied to 8534 on sales of 31,000,000 shares,

The Averages made aljout the same high on
sales of 33,000,000 shares. Then the market
went dead on the rally, stocks narrowing duwn,

‘The Dow-Jones o Industrial Averages hroke
7, the low of Janvary, and declined 1o 55 on
sales nf 0000000 shares.

The Averages broke 53, the old low levels of
the panic of 1907 and 1914, which indicated
lower prices; then decined (10 45 on sales of
23,000,004y shares. :

T'he range belween extreme bigh and extreme
low  averaged 10 points and the Averages
reachied a new low on sales of 23000000
shares.

On July 8, 1932, the cxtreme low was réailied,
with the Averajes down to g4o0t%. The volume
was very small and the Averages and individual
stocks moved.in a very narrow trading range,
inclicating the last stages of a bear marker. Late
in the month the Avérages crossed the high of
June, which indicated that the trend was turn-
ing up. Sales were z3,000000 shares, The
ranpe was about 13 poines on Averages.

At the low in July the Averages were down
34§ points from 1929 high. : The volurne of

sales for the three months--May, June and-

July—apgregated only fg,0n0,000 shares, the
smallest since. rgz3, in contrast to over 100,
woa,000 shares per month at the top in Seprem-
ber, 1429 and 141,000,000 in the month of Oc
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tuber, 1929, - This indicated that after such
a drastic decline, liguidation had runits course
and the erend was changing. The market really
had been sold to a standstill. Traders and in-
vestora sold vut everything because they feared
things were going to pet worse. It was che
same old story: A bull market begins in gloom
and ends in glary. All.of the indications were
plain: The small volume of sales and narrow
range of Huctudtions indicated that the end had
been reached and that a change in trend was
certain. .

During the latter part of July, 1932, the
advance started,

There was a sharp rally in Avgust on sales of
§4,000,000 shares, more than for the entire
three months past, This was on short cover
ing and wise investment huying.

Top of the rally wis reached on sales of 67,
oo, shares, with the Averages up 40 points
from the low of July B After this advance to
September on 4 large volume, distribution ook
place and the trend turned down,  (Note that
the total volume from July 8 1o the top in Sep-
tember was 168 million shares.) The Aver-
apres [ailed to go higher in the third month, At
no time from April, 1930 to July, 1932 had the
Averages or most of the individual stocks
vallied over twn months. Therefore, to show
a change in trend to a prolonged bull market,
they would have to advance three [ull maonths
Q' mre.

After September stocks worked slowly down on
a smaller volume of sales. In October the sales
Were 20,000,

| i
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November Sales were 23,000,000 L
December - Sales 23,000,000.

January
February

MMarch

April

May

Jumne
Tuly

1933
Sales were 19,000,000 shares.

The whole country was+in a state of panic.
H._FEH.__H were failing right and-left] People were
panic stricken and ‘sélling stocks and bonds re-
eardless of price.  There were business fuilures,
and when President Roosevelt was inangurated
on March 2, he immediately acted and closed
all the banks in the United States.  This marked
the énd of the secondary decline and started 2
construclive movement.

The Dow-Joncs Industrial Averages de-
clined to 5o in Febrisary, which was g points
higher than the low of July, 1932, Sales were
only 19,000,000 shares, the smallest volume of
any time in over 10 years and the smallest vol-
ume for any month since the top in September,
19209, a sure sign of bottom.

A rally started on increased sales, 'The volume
was 20,000,000 shares.

The United States went off the gold standard.
This started a rapid advance in stocks and com-
modities.  Sales on the New York Stock Hx-
change were §3,000,000 shares this month.

‘T'he advance eontinoed and the volume of toad-
ing reached 14,000,000 shares.
‘The volune increased to-12§,000,000.

The sales were 120,000,000 shares,

From March low to July high, 1933, the
total number of shares traded in on the New
York Stock Exchanpe was 422,000,000 shares

e
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and the Averages at the top in July were up 60
points from the low of February, 1933. Yery
[ew people keep records and study enough to
understand what the enormous volume of 422,
oon,no0 shares meant, This was the greatest
volume of sales of any bull campaign in the
history of the New York Stock Hﬁru:m? It
was greater than the last advance in 1929
(From the last low in May, 1029 to Seprember,
g2y, the Averages advanced gé points and the
total sales on the New York Stock Exchange
were 350,000,000 shares.) It was one of the

wildest buying waves in history, Commuodities

advanced by leaps and bounds.  Feople bought
stacks tegardless of price.  Just think about it
Sales of 350,000,000 in three months—May,
June, and July, 1933—equal to the volume from
May, 1929 to September, 1gzyg.  The signs
were plain that volume was telling the story of
a wave ol inflation. Commodities and stocks
had advanced so rapidly and everybody had
huught on such thin margin that a wide-open
hreak oeeurred in four days from July 1Bth to
a1st, carrying the Daow-Jones Averages down
a¢ points to 8¢, Cotton and Wheat broke badly
at the same tirne on heavy liguidation. At this
time Dr. E. A. Crawlord Failed. e was in-
volved in commodities, said to be the largest
amuunt carvied ever known,

After the sharp decline in July, a rally fullowed
in August and September, which carried the
Averages to within two points of the July high,
making a double top.  The volume of sales on
this second rally was smaller.  In August the
sales were 42,000,000 and in Scptember 43,
gern000 shares,  In these two months the vol-
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ume was unly two-thirds of the total volume for
July, 1931

The Dow-Jones 30 Industriil Averages declined
to B214, the last low before the start of a long
advance.  Sales decreased ro 39,000,000 and
the market became very dull and narrow. A
slow rally started [rom the October lows,

Sales were 33,000,400 shares.

Sales 35,000,000

1914
I'he sales this month vwege §4,000,000.

Sales §7,000,000 shares, with the top in Feb-
ruary unly slightly ahove the high of January.
The Avcrages failed to get aver one point above
the high of July,. 1933, making a double top.
Sales of 1on,out,000 shares in iwo months and
the third time ar the same level was a signal of
top.  Individual stocks especally showed plainly
by the large volyrine and the slow progress they
were making in February that they were gelting
ready to start down.  The trend turned down
in the latter part vl February:

Sales reached 30,000,000 shares.
There was a slight rally on 29,000,000 shares,
Piices were lower on 21,000,000 shares

There was a small rally and the volume de-
creased to 16,000,000 shares for the month,

i July 26, 1934, stocks made bottom on sales
of nearly 3,000,000 shares for the day, with
the Dhow-Jones Averages down to By, alightly
above the low level of Octaber, 1933,

For the month of July, 1934 total sales were
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anly zrooo000 shares,  Individual stacks
moved in a narrow trading range, which showed
that hottom was. being made and the founda-
tinn laid for another bull campaign,  The Tact
that an extreme high was reached in July, 1933

wits_an_indication that you should walch Tar a

_change in trend in July, 1934, according kv my

_pilg to watch for o change n_trend one yesr,

twa years, or three years from amy important
top and bottum,

I'he market rallicd 11 prints on Averages; sales

[ 6,00, 000 shares.

The market reacted within ene poing of the July
lony:  Sales were dewn ta 12,000,000 shares, a
gure sign of buttoin, being the smallest sales per
month in many years.

The market rullied in Oceober on a slightly -

creased volume of sdles, 15,000,000 shares.

The sales increased to 21,000,000 shares.

Prices were higher; sales 23,000,000 shares for
the month.

1935

There was increased activity on sales of 1y,-
ooa,oon shares.

The market reached the top of the rallp. Sales
only 14,000,000 shares, which was a sign thal
there was not enough buying power to carry
prices through.

There -was a hig decline, which was the last
hefore the market advanced to new  highs.
Sales were 16,000,000 shares.
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Increased activity shown and stocks started mds
vancing.  Volume of sales was 23,000,000
sharcs, which showed that a bull markeét was.
under way. .

The Dow-Jones 3o Industrial Averages crogsed
the higlt levels of 1933 and the top of Febroary,
1314, on sales of 30,000,000 shares, ludi-
vidual stocks showed increased volume and
many of them moved up to new high leyels.

The Averages crassed 120, which was above the
last high uf November g, 1931, 2 sure.indication
of higher prices.  Thie sales for June were 22,-
oo oo shares.

Mew highs were reached by individual stocks
‘anid tlic Averages. Sales for the month were
2,000,000 shares.

Mare new highs for individual stocks and new
highs . for the indusciial Averages.  Sales
eached 43,000,000 shares, the lighest gince
January and February, 1634.

September LThe advance continued and sales were 3§

Oetober

oo shares.

The Dow-Jones 3o Industrial Averages ad-
vanced to 142, The total sales for the month
were af,000,000 shares,

November Sala 57,000,000 shares, practically the same as

Vebruary, 1934 when stocks made top. The
Averages reached 145%, up 10§ ponts {rom
the low of July, 1932, . During the week ended
MNyvemher 27, 1935, when the Averages
reached top, the total volume of sales was
ncarly 19,800,000 shares, the largest since the
week ended Felituary 10, 1934 when top was
reached. After such an enormous volume, with
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the Averages up 53 points since March, 1935,
according to my rule it was time to witch far
top and a change in trend i stocks thae Lad
had big advances.

December A reaction followed which carried the Averages
down over 10 points from the MNuvember high.
The volume of sales for the month was 45,-
o0, oo shars.

Jury, 1934, To Movemeek, 1935
‘The total sales from tlie low of July 26, 1934 to the
high of Navember 20, 19235 were 407,000,000 shares. The
total number of points which the Dow-]ones Industrial Aver-
ages advanced from July, ‘1934 to November 20, 1935 was

¢ polnts. Nute that.the total advance from rthe low of

March, 1933 to the top in July, 1933 was 6o puintst There-
fore, with the averages in November, 1935 up fi5 points, §

points mare than in the 1933 campaign, il was tfime to watch
_far at least a tempaorary change in trend,

Mote that the volume of sales during the 16 months’ cam-
paign from July, 1934 to Novémber, 1935 was aboul
15,000,000 shares less than during the g manths' campaign
from March, 1933 to July; 1933 , This shows thar after
the Security Administration Law became efective, it reduced
trading considerably. .

If you continue to study the Volume of Sales on the New
York Stock Txchange and watch the position of the Dow-
Jones Industrial Averages, you will be able 1o detect cul-
minations with greater accuracy.



CHAFPTER VII

A PRACTICAI TRADING METHOD

To be profitable, = method for trading in the stock mar-
ker must work in practice ag well ds in theory. Several yoars
ago [ originated a practical trading method and ‘since 1932
have made some important improverrents which I have
testedd in my actusl trading. [ am giving my ‘readers the
beneft of this valuable discovery. :

With this method you use the Weekly High and Low
Chart, which is the best chart [ar trading purposes, but when
stocks are very active and selling at very high levels you can
use the Daily Chart and apply the same ‘rules to detect a
change in trend, huying and selling levels, and points [or
stop loss orders. :

I am giving the rules and making the-trades on paper
eovering a perivd of more than' 10 years to prove Lo ¥ou

that hig profits can be made by following these rules:
Rule 14+-Amount of Capital Required:

T'o make speculation vr investment a successful buginess,
you must know the amount of capital required to begin
erading and continue to trade. o be safe, I consider that
at least § 3,000 should he used for trading in each 100 ghares
of stock and if you follow the rules you will make money.
For trading in 10-share lots, a capital of $300 should he

usedl.

Mever risk mure than 16% of your capital on any onc
trade. 1f you have as many as bwo or theee losses, then

reduce your wnit of trading, rigking only 10% of your re-

il B BN | | G R | _J.._u. win
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When profits have ingrensed Lo the amount of your capi-
tal, say %3,000, then you edn increase your trading unit to
200 shares, but alter vou have accumulated a large amount
ol profies, keep a larger amoint of capital behind cach trade.

- Bafety must be your first principle. at all times,  When
lurge profies have accumulated, establish a° reserve fund for
protection, placing this money in a savings bank, frst mort.
rapes or gilt-edpge mvestments for income.

: Riile mmlﬁd....,......u__.m Use Stop Loss Ordera:

“Never [ail 1o place a stop lnss order on eich trade that
vou make, and let these stop loss orders be 1, 2 or 3 points
away From the price at which you'huy or sell, and under any
conditions—even when stocks are at very high levels—on
your first trade never risk more than § points or $£00 40
cach 1oo shares.

As a rule, u 3-poine stop loss order is the salest to use
as it will be caughe less than any other.

After a prolonpged advance, when stocks are aalvsrcing
very fast and at high levels, if you have big profits then
fullow up with a stop loss order § pamnts below the hy price
of each diy or 1 to 3 points under the low or closing price
of the day. In case a stock is selling ar very high levels,
follow up with a stop loss order 1o points under the high
price of cach day.

When you make initial trades, never risk.10 poines of
your capital on any one trade. Five points must be the
limit, and when it is possible, always oy to make a trade
where your risk iz only 2 or 3 points.

lFollow up profits with stop loss orders 1, 2, 3 or § points
under each week’s bottom on the long side, and follow down
witli @ stop loss order 1,72, 1, o 5 points ahove the top ol
each week on the short side.

'Rule 3=How to Detect Buying Poinls:

Buy against double or triple bottoms and place a stop

loss order 1, 2, or 3 puints below them.

e
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Buy when a stock holds 1, - PRLT na.a._E_n.._annwm around
the same low level, and place a stop luss order 14 z.and agver
“miare than 3 points under the |oweat weekly bottom.

Buy when a stock crosses the previous high levels by
to 1 points.  In most caies it.is safer to-wait until it ad-
vances 4 points atiove an ald top hefure you dicide that the
trend has given a definire indication that it is going higher.
Then, alter it has crossed an old top by 3 points, it stiould
nut react 3 points under the old top, For example =~ Tf the
old top is fo and it advaices fo- 53, then ir should not react
to 44 again. Therelove on a qnm__..n.:.f: to aronnd 51 to 48,
vou should buy and place stop- loss arder ot 47, O 3 painty
uder the ald top.

When a stock advances into new high eercitory, that is,
crosses the highest price of irs history, it wsually. indicales
higher prices and is safe to buy. Lf 3t i going higher the

stock seldom reaces 3 pomts under the old high level, ;

Watch the tops of previous years. When a stk crosses
the Lop of & previeus year by 3 plints, it s nearly always
safe to buy, especially if it reacts back Lo the. old top or
slightly under it. .

I 2 bull market reactions only last 2 or 3 weeks hefore
the main wptrend is resumed, therefore it 15 safe to buy
ot the end of tweo or three weeks' reaction after the stock
shows that it is making bottom by helding = to 3 days.

Riile 4~—How to Detect Selling Points:

Sell against double and triple tops and place a stop Joss
order 1; 2, or 3 points sbove them.
When old bottoms or low levels of previcus movements
ave hroken, sell short and place a stop. loss order 1, 2, and
niever more than 3 puints above the old bottam. 1t is always
safest Lo wait until a stock breaks 3 points under an old
heittom, then scll at the market or om 4 gnall rally and pro-
teck with a stop loss order § points above thie old bottom.

Then, alter a stock has broken to Aew luw levels, follow

R
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ion witl stop loss. order one point

uboe the high of the previous week and watch for a paint
where there is an old bottom or previons E._____. level .n._.u_..T..._.___.nh.
shorts and buy again, : i

As arule, a rally in a bear market only lasts two to three
weeks, therefore at the end of the second ar third week, 1
is safe to go short with a stop loss order 3 points above the
high af the previous week.

Watch the bottoms of previous years.  When a seock
breaks the boltopr of a previous year by 3 points it is neacly
always safe to sell short, especially if it rallies up 1o the
ald buttom or slightly abowve it

Kule 5—How to Pyramid:

Tt is importane to know how and when to pyramid.
When stocks are at low levels, between 20 and 50, you can
buy or sell every § points apacl il your cipital and margin
warrant it, that is, when you have § points' profit on the
first trade, buy er sell-an additional amount and place a stop
luss order s that you will not have any loss on the two
trades if the marker should reverse and catch the stop.

When stocks are selling between 8o and 200 per share,
you-should only buy or sell 1o points apart. Aflter you male
the first commitment, then wiit until you hawve ro points’
profit, then buy or sell a sccond lot. After you have bought
ar sold the fourth or fifth lot in a _uu_q_.u._q_,mp.._.. then you should
decrease the trading unit,  For exaniple:

Tf you have been buying 100 shires each § or 10 points
up and have accumulated §oo sharcs, rthen it is safer o re-
doee your trading ta 5o shares every § or 10 paints up. I
you have been trading in 2co shares and have bought 4 or
5-latg, then reduce your teading tor roo-share lots.  Reverse
this rule on the shart or selling side.

~ The big money is made by always following the main
trend of a stock: MNever buy 2 second or thivd lot unless
the fivat trade has moved in your [avor,
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Mever uyerage 4 luss, 1o average a loss is the greatest
mijstake that any trader can make.

‘Fnle ' When to Reverse Position:

By reversing position, T mean Lhat il you have been buy-
ing and pyramiding, then, when there is a change in trend
il indication o sell out long stocks, you should also sell
short.  Vaor example:

If & stock advances to around 75, where there is an old

top, and holds 1°or 2 weeks, you should sell a:".._..__._m__r.au_m ;

o short and place a stop loss order at 78 or 3 points above,

the old top.. Then, if the stop at 2% is caught, you should

coveit shiorts and go long ‘again hecause you must keep with
the trepd all the time.

~Apply the same rule when a stock is declining: When
{here is a change in trend and the time comes to cover shorts,
then you should Buy for leng decount apain, just as 1 show.

in all the trades made in Chrysler Motors.

. w.;..“...w:_ Volume of Bales:

Ity following the rules given in my hooks on Yolume, you
will be able to detiet ......r.n.u tops and boltoms are reached and
a change in trend takes place. R

Mearly always when stocks are advancing rapidly and
reach high levels, the Volume of sales increases. Afrer the
firsl quick, sharp reactivn, there is 4 secondary rally, and i
the main trend is going to turn down, the Volume will he
civyaller than it was on the advance when the final top was
made.  (See example of Volume on Chrysler at the end
of this Chapler?) ;

Afrer a pralunged decling, a decrease in Volume 15 an
‘ndication that lquidation has about run its course and a
change in trend is due,” ; ;

In panicky markets, when stocks have sharp declines, they
often make hottom oit large Volume and 2 rally fullows on

A PRRACTICAL TRATING METHOD a7

fair-sized Volume, then there is 2 sccondary decline when
the Vaolume falls off considerably.

. H.c_...:.n.:ﬂ.._.bn.._m__,ah_"_.E_w....“.ﬁ..ﬁ._.”: individual stock and judge
its position_actarding:to the ampuint of stock outstanding,
Far example: General Motors with 44,000,000 shares must
mdve much u.w_ﬂﬂ_q..nﬂ and require mote Lime to advance a point
than Auburn Mators ar |- [ Case which have such a smiall
number uf shires outstanding,  Chrysler Motors has only
434 million shares compared with L.m_u_q_::_:c: of General
?H.n_.“._uﬂ, which i the reason Chrysler made a greater range
during 1932 to 1933 than Geneiral Motors.

Tre Forvowing of Bures Maxes Prorrrs

The human element bears most rraders.  The markee
does not heat them.  Dliminate human judpment and guess-

work. |ﬁ.._u. nut rl.d;._lu_m._u__.m.lm..n.:. on hope or fear. .__

The man who will make up his mind to [ollow rules
steictly to the letter will make profits, Prove to yourself
that the rules work which I give you and then follow them,
Buy or sell when'th- rules indicate that it is time to buy or
sell ‘and then do no close trades and take profits until the
eules indicate that it ia time for a change in trend; then make

pour trades accordingly and you will make a success.




CHAPTER VIII :
FUTURE OF 5TOCKS

FuLrillED PREDICTIONS

When T wrote the 'RUTH OF THE STOCK TAPT
in 1923, 1 said that chemicals, airplane and radio stocks

ﬂmu_._..E_un_.._.ﬁ.._._m_m._unm..m.a|ﬁ..ﬁ.,.m. :Ehl.....w..:.:.i& .._.m._.._u_,_n_._a
lead in the 1924—192¢ Bull Campsign and these proups of
sticles showed some of the greatest advances. .

In the chapter on "Stocks of the Future' on page 191
of WALL STREET g1 OCK SELECTOR, which 1
fimished in April, 1930, I said that chemicals, radin stocks,
airplung ani moving pieture stocks would be the leaders of
the futire bull campaign. This prediction has been fulfilled.
Radia “B" sold at 3 per share in 1932 and advanced to
$y2 per share in Decermber, 1935. United Aircraft EE. at
614 in 1932 and later advanced to 4674, Alled .u_.n:._m_.d_
sold at 4234 in 1932 and advanced Lo 173 in 1935. h___..q
Reduction sold at 1o7é in 1932, then advanced to 171 m
1935. In this new buok, 1 show you how easy it wad to
detect these stocks that developed into carly leaders and had
hig advances while others held i a narrow trading range,
or declined during the bull market. :

In Chapter 1X, page 198 of WALL STREET STOCK

SE] FCTOR, written in April, 1930, [ wrote as [ollows:

Wi'he piblig learned abouat watemebile stocks in igi5 ond Teis, when ther
hosd their big advances and agsin Insag3m bt from  pyad i igay the public

bought dubxnobile sodks on @ wcile grenter than ever before In any group
of siocks, Theclors, the motors ore greatly _owverboiught aml mest of dke

ciimpanies are greatly gveseapitalized. They have poid snck divideoda ood
inicruased their soek o such an extent that they cannet pay dividends during

“the years of depremion to coms Therefore, the putemebile ‘mbeicka. will b
“amaig the best sbort sl o the cuming bear market."

e
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This prediction was amply fulfilled. Auburn Mutors whic
sold at §14 in 1929; 2638 in April, 1930 and 29514 in
April, 1991, declined to 15 in March and April, 1935,
Chryslér Motors which-sold at iqnit4 in October, 1928
and 43 in April, 1930, declined to § in Jun#, 1932, a decline
ul 13554 puints. General Motors, which sold at a high of
§414 in April; 1930, declined to 734 in June; 1932, Cer-
tainly, these declings wiére drastic enough to prove that 1
knew what [ was talking abotil when I sald in 1930 thar
mitors were the best short sales.

i ”_um._.n_..m.m_n__mlu_.”_...._. of WALL STREET MK 5
LECTOR, I wrote as follows:

INFRETORS PANIC

YAhnnt every zo yeaee thers B an Juvesiors! ponic or a pevine depresion
hroughe . about by Investors selling siocks gt low Juwels,  This is due {2
prolonged declite apd b of dofidence. Buying power baving leen reduced
amd investmens selling contiinally coming inte the market, foree prices bower
and Jowes, ool books gall leane on Bigh-clase fivestnuent stocks, with the
final rault of & widssopen brimk'or @ sharp, severs decline. Thia omurred
in 1837 b 0835, T8, 1B7s, vdgy, THud agoy And 152 to ol ‘Fliz pani=
uf AFED was oot on investore' panke I war a geenblers® pande,

W dnua couses have produes] thesé different panis, buf the real basis
Behing afl of them has been the imoicy market  The banks, having herome
prerloided with Joaos during periods of prospseity, forced selliog aod proe-
duced the punle. Most bankers ger too optizndstic afece a prolonged period
of prospenity) then ofter o prolupged decline and basiness depression they
hecnme oo pessimietic and. ore afraid o meke loons  In fact, instead of
making few loara they call “old Josne, which makes the sitgation worse
tham it would be eeherwise, It in the asme with most of the Hewspajiia
They know that it iy populsr to_talk optimisee ad they go o dhe exireme
An_gond . gEmes_and _shen yehen conditions gt bwd, they m_u._n_"n..___._...m_u_.._.__" ‘the
picture blacker than I reolly s,

“Cirtninly, during all of these panics, wome of the brokers ood banks
must have @een the handwriticg on the wall apd bave known just exacily
what was comiog bt they never ol ihelr customers about it Then the

Th A

imrrestura st siap, fsad, and Jitén - He muet think for himself apd oot

_depend upou his banker or his broker to, get him out of the markel st rhe
right ‘time, Beooose past history proves that their sdvies ot critical _tianes,
_caonot be depuiided upone ©
“The eoming investors' panle will be the greatest in history, becawse
there ame &1 lenst 15 0] 5 mallinin Investors im the United Bdares who hald
sincks In the leading corporasions, aod when once they get scared, which
they wlll after years of decling, then the selling will be s terrlfic thot. no
huylng povwer can witherand Ir. Stocks are so well disrlbuged in the bamls

of the public thot since the rosg panle mony people think thae the marker
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bs papic-proof, but chis peimlng strength is. really ahe .”._._%.r..n-m.mmu,.up.__n uf
ther ekt The public ha never been goid leaders and ever mill be.
heeouse tbele hoprs snd feare are Eaeily excited.  IE ekt wers all i the
hands of a lew strong men, than®fnvisiors aed rhe country woaiild bt anfe,
tust when they are ju the Bandy of millios of people wha are unorganized
amil swithont lendership, then the sitnation ¥ dangerooa. A wwipe aan_will
eell before it §a fon late Uhe publiv il heeld oo amd hope; then all wliil
“Bevemnie scored at the same tinee aod el when nobody womtd i hay, thia
precipitating a panic. This wae ‘wrhat cageed ‘the pgan panic  lhe specu-
lasnea ond gamblesa all got seored amd sold at the smne time.

iyeeed nad love of money will camse the oext panie god the love ol
mutiey will he the cause of the next war. “War ie helll' . ¥ou mighe ask
whoe that has to do with stncks, War has always canaed pankzs.  War Is
inlng and o panie iz cozipg in stocks, and ‘this 1ime the “_uF._._._..n in stecks

meay be the coase of war. People often et 4 _miscppeeption of An ided or

quiste thicgs wrong. We olien heac peaple eay, Foney b the o of all
evilF They think they are guuing the Bible, but they ore not,!-~The Blble
sayn, “The lgve of money | __-._nx__.u.n_r__m._.._%._m-..n.:.._..u In Fact, the love of maney
and ihe quest for power bas heen the

n the cause of all wars, as history proves
Love of maney has hean the ¢amse of all fAnancial troubles ol depressiona
in the post, aml the coming panic will he the gieates the world bag ever
koown, hecsuss there (8 mnre moeey in the TTnited Staies than cver befors
therefars rnps to-Nght for. Men Gghe larder for mokey than snything elae,
onee they are It slipping away"

Tt is a matter of record that the panic of 1931-1932
was the greatest in history with the most severe declines ever
recorded in the history of ‘the New York Stock Txchange.
This prediction was based on my Master Time Fagtor which

enables me to toll months and years in advance when certain

time cycles repeit and cause extreme high and low prices.
This iz enough to convince any man that my distuverics,
based on mathematical science, can be depended upon to

forecast future market :...“_._.,nE._n:E.

I low Trapers awn INvESTORS. WERE FOOLED IN 193

10 1932 Paiic e e T
8

Investors and traders lost money in this great panic be-
cause they listened to other people wha Enéw less ahiout the
market than they did and who' were simply guessing, . Many
4 siecalled wise cooncmist said thatthe huttoms in Novem:
ber, 1929, would not be broken ani that this decline had cop-
rected all the weak spots in the market and that the bull
market would he resumed. They said the same thing about

FUTURE OF STOCKE a1

the breaks in 1930, 1931 and 1932 When the market actu-
ally reached hattom, they did not know what to say because

they had hiéen ‘fooled a0 long, They had not gtudied past
history enough to know that after the greatest advance in
history had colminated in 1929, the greatest panic in history
must follow and that it would require a long time to liquidate
stucks. Fvery time stocks made bottom, the newspapers,
povernment oificials and econvmists said that it was the
last bottam, but stocks went down, down, down, until peaple
lost [aith and hope in everything, They went lower than
anybody dreamed they could go. 'I'hat is what happens
when everybody decides that stocks cannot go down or that
stocks cannot go up—they always do the opposite. The
public is always wrong, because they fullow no_well-defined

A AR

..E_nEﬁ.ﬁh.ﬂ_mﬁmﬁ.:lﬁﬁh.pu_.._%_n_iwmtnn.__.T_n:rn__wcih.:.
ment by buying cotton, wheat and loaning money could stop
the depression, but when ance a cycle is up and prices are
duc to decling, nothing can stop them unti it has run ies
course. The same when the main trend turns vp, neithier
guvernment interference nor anything else can stop the ad-
vance mntil it runs its course.

Ewery investor ghd trader should do_his awn atudying

"and learn rules and apply thiesn and not rely on other people

who know nu more about the markel than he does.

How Travers avp InveEstors May BE FooLED 1IN THE
FUTURE

During the year 193§, especially the lase half ol it, news-
PAPLE - WTILErs, stitisticians and economists were all writing
and- talking about the abundance of cheap money and the
large bank reserve.  They talked about infation and led
people to helieve that the Government had changed condi-
tions and money rates amd that stocks must continue tu go on
up and up just becanse it is easy to get money,  They forget
the fact that this money, in many cases, is held hy people
wha are too smart to buy stocks when they are too high.
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..m..ﬁ.rnhumnnn.prnﬁfaﬂmﬁﬂ%& is that the money i not
(i liquid form. Mlarge ampunt of money on _mnm_.i.:“ in the
banks and. held by, insurance compariies and savings banks
is not in cash, but in government hands, which if forced upon
the market would break the hond market to pieces and result
in a panic, When ercrybody Fhﬂ:e&pnn.;.w.n.waﬁ:hmm.mn?m..ﬁb.

_happen, it usually has ilready happened :_.I_ppu.l_unnulm.m..

eounted. . Feople lalk about tfatien and how high stocks
and commoditics are going. My opinion is that we have
had infation ever since 1933 and that everything is dis-
counted and that the market is geeting ready. to discount
deflation hefore the election.in the Fall of i936.

wnar Has HAPPENED TO Cavsg THE MNEXT BEAR
MaRkET

The present Administration at Washington with its New
Dical, or | think it would be miare proper 10 Ralle it the
#raw deal,” decided to make it their husiness to rui every
sther man's business, regardless of whether they knew any-
thing ahout it or nor.  Most polificians and “hrain-trusters

knaw nuthing ahout cunning any kind of business. %ﬁ.ﬁﬁ
now or have is @ theory on paper which will ool work in_

practice. Llieir idea was to “erack-down” on business.  If

thev could hive had their way and Gieneral Johnson could
have “cracked-down,” as he tried to, on Henry Ford, his
factory would have been chosed and thousands af people
vrould have been put out of Lusiness and men out of em-
ployment. The New Dealers assume the attitude that from
Lim that hath it shall be takeri and given Lo him that hath not
and docs not work, Their policy is creating @ nation of
loafers. They are teaching people to depend upon the Gav-
ermment and to depend wpon other people wha pay the
taxes, which is the worst thing that could Jappen and. must
result in serions consequences svoncr or later for the entire
country, This country was developed by men wha had the
courage and the confillence to work from sun tosun. Fhey
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were progressive and went into 4 new country and built up
this-country by work, and we can never build this country
up by spending and not working, You cannot take the frunts
of one man's labor and give it to another. ¥You cannot
tax one man who works and runs a successful business and
give the money to other people who [l in husiness. It
would be just us logical to tax one line of manufacturing
husiness and give it fo another business that is failing as iLis
to tax people who buy guods and give the money to [armers
for plonghing up crops, destroying cartle and hogs and fore-
ing the price so high that people whe really work to pay fur
what they get, cannat attord te car pork. - The farmer can
cun his own business. He has always been able to run his
business. . Il he cannot; then he will have ta go down just
the same as any othee man who fails in business. Tt is a
question bl the old law of the survival of the fictest and the
reward must go to those who work.  No one has ever yel
been able to get somcthing good without paying for it. It
cannot he done.  We cannot beat the law of compensation.
Nature _pays off for work done.and the more work done,
the rore a_mAnL Fecoives.

™o one man or set of men is greater than all of the
people of this country. The majorty of the people voled
tn elect Roosevelt and did not know they were electing him
to direct 2 lut of “hrain-trusters’” to run the country,  Con-
pregs has submitted Lo Rovsevelt and permitted . “brain-
trusters” to run things. The Government is ne different
from any other business or individual who spends two or
three times as much as it carns and may eventoally go
bankrupt. Gevernment's interference with business and
the Guvernment's heavy espenilitures simply mean trouble
ghead and a day of reckoming must come and the hill
must be paid by the taxpayers, just the same as i the

‘last panic which was the result of the World War and other

foolish acts by our own Government and foreign govern-
ments. We had to pay with the worst depression the wurld
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has ever scen.  We cinnot escape it in the future. It will
cause anuther panicin stocks. When it comes, both traders
and investors will sell stocks, as usual, after it iz too-late or
in the last stages of the bear market, although stucks will
decline on a smaller volume-than in previous campaigns due
to the restrictions of the Securities Exchange Law,

If the policies that are now being pursued in Washington
continue for another four years, this countey will be ruined.
Banks that are loaded up with billivas of bonds forced on
them by the Government, will be unable to sell them to
pay their depositors, Savings banks; insurance companics
and trust companics lvaded wp® with govermnent bonds
will find them depreciating 1§ to jo per cent and then
just suppose the Government inflates and prints paper
money, what will the money he worth?  ‘There is only
on¢ hope [or this country and that is to stap this. reckless
spending and get down to business and work out of it.
Gavernor Landon -of Kansas has demonstrated that he
can run, the state government economically ‘and has rc-
duced the debt and is not spending mare than they are
taking in. This comntry will recover [vern the rmislakes that
have heen made by the Roosevelt Adminiatration if the
spending s stopped and the budget is balanced. - In future
instead of taxing business to death, business men should be
allowed to run thelr own business to-support legitimate ex-
penditures of the Government and nut a nation el loafers.
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