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oseph E. Granville may have

the most spectacular stock
market forecasting record in the
world today. In a weekly market
newsletter, he predicts when the
Dow Jomes Industrial Awverage
(DJIA) is going up and when it is
going down. He does not issue
forecasts for wvery short term
moves. Rather, he'll predict moves
that have a month or more dura-
tion and are likely to be changes of
10% or so.

For the last two years, Granville
has been forecasting the direction
of the DJIA without any of the
usual double talk you expect in
market newsletters. Granville's
view is that the market is a tide
and the stocks are boats carried by
that tide. When the market is mov-
ing up, nearly all stocks are carried
up with it. When the market is
moving down, nearly all stocks are
carried down with it.

Granville is willing to forecast
the movement of individual stocks
which he thinks will move against
the market; but since these are
relatively few in number he omits
this from his advice to subscribers.
Also, he may recommend certain
stocks which he thinks will move
very strongly in the same direction
as his market forecast.

Granville’s unusual record, plus
his extensive worldwide series of
| speaking engagements, has devel-
oped an enormous following. His
$250 a vesr newsletter has more
than 20,000 subscribers. He has a
telegraphic early warning system
that has more than 1,000 sub-
scribers at $500 a year. Add to this
his tape cassette learning system
and other revenues, and I would
guess he now grosses more than $6
million a year.

Granville states emphatically
that he does not invest his money
in the stock market: He wants to
avoid a conflict of interest between
his own investments and his re-
commendations to subscribers. To
do otherwise would generate poten-
tial conflict of interest charges.
Also it would possibly reduce his
objectivity in analyzing the market.

An indication of Granville's
enormous following occurred on
April 21, 1980. Over the weekend,
he sent out a telegraphic early warn-
ing to subscribers. He told them
that he was changing his recom-
mendation from 100% short to
100% long. In addition, he sug-
gested several specific stocks
which he thought would be good
buys at this peint.

When the market opened Mon-
day, it gapped up on heavy volume.
The influx of buy orders. for the

| stocks which Granville recommend-

ed. was so large that trading was
suspended. The market closed ap-

proximately 30 points up on that |

day.

Afterwards, Granville was asked
how much his recommendation had
to do with the 30 point move. He
said that perhaps 5 or 6 points of it
were due to his recommendations;
the rest occurred because the
market was ready to turn anyhow.

Some time later, Granville com-
mented that he had read a list of
the twelve most powerful men in
the world. He noted that not one of
them had the power to move the
Dow Jones Averages one point. let
alone 5, 6 or 30.

Granville became well known as
a market forecaster when his book
A Strategy of Daily Stock Market
Timing for Maximum Profit was
published in 1960. Over the years,

| almost all of his indicators to agree |

he improved and updated his
system. The latest wversion ap-
peared in his Granville's New
Strategy of Daily Stock Market
Timing for Maximum Profit pub-
lished in 1976.

In 1974, he missed some major
market moves. Since then. how-
ever, he seems to have become in-
creasingly accurate. His method is
to follow a horde of technical in-
dicators of which a dozen or so are
the principal ones.

Among Granville's indicators
are the advance decline line, the
number of daily highs and lows,
the 200 day moving average of the
DJIA, General Motors, and the
short interest ratio. Also impor-
tant are volume based indicators
which Granville has developed.
These include the climax indicator,
the net field trend indicator, and
the on balance volume behavior for
individual Dow Jones stocks. The
above indicators and many others
are discussed in detail in his book.

The basic idea is that he wants

| that a market turn is at hand be-

fore he finally makes the call. He
likes to talk about a tree of indica-
tors with many branches. He says
that he looks at all the branches.
In contrast, he says many ana-
lysts follow just one or a few indic-
tors—and any one or any few are
frequently unreliable. He refers to
an analyst, who follows a single in-
dicator, as someone who swings
from a single branch of the tree
When the branch breaks . . .
Generally, his many indicators do
not unanimously agree that there
is a8 market turn. He refers to the
occasional indicator, which is out
of line with the others, as a “"hook.™
He also likes to have news stories
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