n May 27, 1981 Joseph Gran-
ville addressed a standing-
room-only audience in the Science
Lecture Hall at the University of
California,
event was sponsored by the Grad-
uate School of Management and I
served as the Master of Ceremonies.
In the first hour Joseph Granville
was supposed to explain his theories
to us. The hour proved entertaining
with many anecdotes and stories,
but the theories were not explained.
The second hour consisted of ques-
tions from a distinguished panel of
experts in financial theory and prac-
tice. These guestions were designed
to probe and, as appropriate,
challenge Mr. Granville's assertions.
The panel members were James
E. Alphier, Portfolic Manager,
Wilson, Foster and Company, Inc.;
Jerome Baesel, Assistant Professor
of Finance, Graduate School of
Management, UC Irvine; Clive W.J.
Granger, Professor of Economics,
UC San Diego; and John P. Shelton,
Professor of Finance, Graduate
School of Management, UCLA.

The first round of only four ques-
tions, one from each panel member,
used up nearly the entire second
hour. The reason for this is that Mr.
Granville talked at considerable
length about a variety of items that
did not directly relate to the ques-
tions asked.

The panel, for the most part, ex-
pressed considerable dissatisfaction
over this and indicated as much
during the session. At that point, I
introduced the rule that the total
time allowed for a question plus the
answer would be three minutes.
This allowed another round of ques-
tions from the panel and things
moved briskly,

In the third hour we had ques-
tions submitted on cards from the
audience, another round of ques-
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tions from the panel and more ques-
tions from the audience. It became
spirited. Considerable information
was forthcoming about Mr. Gran-
ville, his system and the various
criticisms that had at one time or
another been leveled at him,

By the time the evening ended
the audience was quite pleased.
Three and one-half hours after the
program began, half of the audience
remained and continued talking
with sach other and showed little in-
clination to leave.

How do vou feel about this?

Answer: Granville said at the
conference, and also in his newslet-
ters of May 23 and May 30, 1981 in
response to a written preliminary
version of this question, that his
theory is primarily designed to
catch what he calls all major
swings. He defines major swings as
100 points or more.

He said he called all 10 of these
from 1974 to the present; and in his
May 23rd newsletter he stated that
no one can call every market swing

Gain or (Loss) Granville Date

Long 11720080
Long 1211180

+ 451 Short 1106181
Short 21331
Short 4727181

+ 2072 Short  5/26/81

Total gain from

Granville: 2523

Perfect

DJIA Close  Timing  Gain or {Loss)
1000.17 Short

908.45 Long + W72
1004 658 Short + 96.23
931.57 Long + 73.11
1024.05 Short + D258
983.95 Short + 40.09
Total gain from
Perfect Timing: 393.73

Here is one of the more interest-
ing questions addressed during the
course of the evening, and its
answer:

Question: You say vou read the
language of the market and that
you take us in at the bottom and get
us out at the top. Let's look at the
record from November 20, 1980 to
June 1, 1981, a period of six
months. (The record is displayed in
the Tahle.)

1t shows that if someone were to fol-
low your recommendation on the Dow
Jones Industrial Average, he would
make a mere 25.23 points over that
time. On the other hand, a person
would make 393.73 points if he had
what I will call “perfect intermediate
timing” and got in at the bottoms and
got out at the tops. It would seem
that vour record over this six-month
period is a long way from perfect.

of less than 100 points and he has
never attempted to do so.

When pressed by myself and
others at the meeting, he said that
he thought he might be able to
refine his theory so that it would
catch many or all of the intermedi-
ate swings of below 100 points. But
thus far he has chosen not to do so.

Along these lines one reader of
this column wrote me asserting that
Granville had recently missed a
swing of more than 10%. If you lock
at the Table, you will see that the
Perfect Timing column has a move
on the long side between February
13, 1981 and Aprl 27, 1981 from
931.57 to 1024.05. This is a move up
while Granville had his subscribers
in a short position. The total move
up, however, was a little shy of 10%.

The swing up between December

continued on page 67
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