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(0 O O The Dow Theory is essentially a time series analysis of a major index such as the Dow JonesIndustrial
Average [J DJIAO . The idea is to catch the beginning of either a bullish or a bearishmarket attitude that will push
all stock prices higher or lower. DJIA daily changes plotted in achart are separated into trend, secondary movement
and daily fluctuations. When the stock marketis rising it may be interrupted by a resistance area [J i. e. a plateau in
the secondary movement[] . Ifthe market breaks through two consecutive resistance areas, this is a signal of the start
of a bullmarket. If a declining market breaks through two support areas [ i. e. a plateau in the secondarymovement
caused by investors who waited for the stock to decline and buy then[D , that indicatesthat the peak has been
reached and a bear market has started.A trend cannot however be determined on the basis of a single index. If, for
instance,the Dow Jones Industrial Average has peaked, but this peak is quickly followed by a new peakin the index
of transportation companies, this means that the bullish trend is intact. Inaddition, any movement in an index is
significant only if it is confirmed by a large tradingvolume.
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