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Abstract: This paper analyses the role of investment manuals in the development of amateur specu-
lation. It is argued that a relevant group of investment manuals — especially focused on “chart anal-
ysis” - do not give recommendations for easy profit making but rather popularize specific tech-
niques of market observation and analysis as well as specific speculative subjectivities. This group
of manuals thereby contributes to the establishment of the figure of self-reliant amateur speculator.
In periods of stock market crises, this figure becomes important for legitimizing continued popular
participation in the markets, especially as publics start to distrust their professional financial advi-
sors. The argument of the paper is developed historically: It focuses on changes in the market for

investment manuals in the period from 1920s to the 1940s (i.e. before and after the Great Crash).

Keywords: sociology of financial markets; stock market participation; amateur speculation; in-

vestment manuals; technical analysis; financial charts
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1. Modes of inclusion

Stock ownership and participation in financial markets has become a widely observable phenome-
non. Only in the US, the investment boom of the 1990s witnessed more than 50 per cent of the
population investing in financial markets (Davis 2008).* While financial crises have caused period-
ic withdrawals from the market, recent levels of participation remain much higher than in the mid
20" century: Statistics from 2012 show that about 46 per cent of US citizens own stocks directly or
indirectly (Wolff 2012: 80).

Whether these rates of participation are too high or too low (given level of wealth etc.) is a complex
question. Moreover, participation rates vary considerably for different strata of the population as
well as for different countries. However, setting these important questions aside, one might also ask
which culturally coded practices, social relations and conceptions of agency mediate non-
professional stock market participation. Market participation can, for instance, be mediated by
relationships of professionals with their clients.? Lay investors can delegate their investment deci-
sions to consultants or follow advices from bankers, independent financial advisors, financial ana-
lysts, fund managers etc. (Lounsbury 2002; Wansleben 2012). Here, it should be noted that finance
professionals do not just tell investors where to invest, but they also frequently motivate these in-
vestments in the first place by virtue of advertisements and recommendations (Knorr Cetina 2011).
Furthermore, professionals’ advices and products allow lay persons to construe market processes in
terms of personal relevance and expectations; and even if expectations are disappointed, participa-
tion is often maintained because professionals can make sense of failures and can re-invoke the
promises for rational financial planning (Langenohl 2012). Indeed, professionally mediated partici-
pation seems to be widespread: For instance, in the US, most investors do not hold stocks directly

but through professionally managed mutual funds (Davis 2008: 21).

An additional mode of participation in financial markets consists in actively betting on financial
assets on the basis of personal expectations and techniques. For instance, the phenomenon of day
trading has recently received more scholarly and media attention (Preda 2009b; Preda forthcoming;
Barboza 2010). It consists of speculation conducted from one’s home computer. This can either be
a leisure time activity or a semi-professional practice alongside retirement, unemployment or a
part-time occupation. In stock ownership statistics, day traders’ activities do not feature prominent-
ly. However, turnover statistics from different markets provide cues about their empirical rele-

vance. For instance, according to the most recent figures of the Bank for International Settlements,

! In Germany, stock ownership doubled in the period between 1997 and 2001 from six to twelve million
(Schimank 2011: 509). Today, about 14 per cent of the population own stocks directly or indirectly (DAI
2012).

2 On professional-client relationships as modes of inclusion, see Stichweh (2009).
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the statistical category of ‘retail investors’ generates between eight to ten per cent of the average

daily volume on the $4-trillion-dollar currency markets (King & Rime 2010: 39).%

It is difficult to empirically disentangle profession-mediated and amateur speculation. Both may
share common causes. For instance, some authors argue that financialization is a general trend in
Western societies (Langley 2007). Widespread financial investment is conceived as the result of
disintegrating social security systems and a move towards individualized financial care, mediated
and managed by the markets (Davis 2010).* Sociologists observe how states promote and subsidise
new pension and life insurance schemes; and financial literacy has presumably become a necessary

bourgeois competence.

With the above in mind, this paper asks: How can the second mode of participation — i.e. amateur
involvement in financial markets — be sociologically explained? In other words, how and why do
non-professionals acquire knowledge, competences and agencies so that speculation can become

their regular practice?

Taking up this question, many authors focus on media discourse as a source for speculative motiva-
tions and identities (Aitken 2007; Fraser 2005; Staheli 2007). Books, articles, advertisements and,
more recently, TV programmes and internet portals supposedly seduce yet-to-become investors and
pull them into the financial sphere (Staheli 2004). Some authors fear that, as a consequence of this
process, people tend to overestimate their financial knowledge and skills, hence, causing mispric-
ing, crises (Barber & Odean 2001); moreover, losses may result in a feeling of “helplessness”
(Schimank 2011). However, as argued in this article, critiques of seductive media discourses do not
just come from academia, but also from the financial sphere itself and constitute an internal process
of differentiation.® More specifically, while accepting the possibility of universal participation in
stock markets, promoters of amateur techniques of speculation reject, rather than affirm seductive

imaginations of easy profits or readily available professional solutions.

Here, | reconstruct this differentiation by analysing different types of products on the market for
investor information, technologies and advice.® | show that the group of products, which consists of
manuals, software or workshops for amateurs, are marketed as explicit alternatives to the offerings

of banks, insurances and the funds industry. The core element of the former products is not usually

% In Asian countries such as China and Japan, corresponding shares of day trading in terms of overall volumes
are even higher (Barboza 2010).

* Langley writes that “the making of everyday investor identities and the financialization of Anglo-American
capitalism are deeply bound up with neoliberal governmentality that stresses personal responsibility for indi-
vidual freedom and security.” (2007: 78)

% Indeed, internal differentiation or individualization of modes of inclusion within sub-systems is a general
trend; see Bohn (2008: 182).

® Investor clubs are also important institutions for the formation of amateur speculation; see Harrington
(2009).
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investment advice but instruction and/or facilitation. A most recent example are online brokerage
platforms that offer low cost internet applications with which people can get access to online trad-
ing platforms, set up their trading accounts, draw on analytical tools and even use considerable

leverage depending on national legislation.

2. Technical analysis as an amateur speculation technique

In this paper, | focus on products that contain instructions on how amateurs should analyse the
stock market and arrive at their trading decisions. Indeed, for that purpose, many amateurs use
“technical analysis.” In other words, they use chart visualizations in order to identify trends in
prices and to define the entry and exit points of their trading positions. For instance, a recent poll
by CitiFX Pro shows that about 90 per cent of its respondents (consisting mostly of day traders) use

technical analysis at least partially (CitiFX 2010).”

Already in early publications between the 1920s and 1940s, different writers tried to promote tech-
nical analysis as a way to show how amateurs could succeed on the stock market.® Most of these
writings appeared as a reaction to the Great Crash of 1929 and the subsequent disillusionment on
the part of people towards the promises of financial advisors.® Instead of re-invoking these promis-
es or trying to re-establish trust in professionals, technical analysts promoted a novel technique.
The technique would be learnt through self-instruction and could be practiced with no reliance on
any expert opinion. Readers should, after following the instructions, draw and interpret charts on

the basis of readily available quantitative information such as prices, and volume ratios.

Hence, my paper can thus also be read as a new sociological perspective on technical analysis.
According to Alex Preda (2007; 2009a), the crucial aspect of technical analysis or “chartism” is
that it constituted the first version of professional investment advice. By contrast, | argue that, at

least from the 1930s onwards, chartists invented amateur speculation as a distinct practice, inde-

7 Mayall writes: “Despite continuing disagreement about the effectiveness of TA [technical analysis, LW], its
practical use has since grown enormously in popularity and exposure, especially among non-professional
traders who have entered the market in unprecedented numbers in an individualized, consumerist environment
which encouraged and appeared to allow them to take control of their financial futures.” (2008: 210)

8 Within financial economics, technical analysis is usually portrayed as an obscure belief in trend patterns: At
least according to most studies in financial economics, such patterns in prices cannot and actually do not exist.
Burton Malkiel, for instance, claims that “what are often called ‘persistent patterns’ in the stock market occur
no more frequently than the runs of luck in the fortunes of any gambler playing a game of chance [...] Tech-
nical analysis is akin to astrology and every bit as scientific.” (2003[1973]: 148-51) Some authors, however,
challenge these statements (Lo, Mamysky & Wang 2000). | here focus on the sociological significance of the
technique rather than on its profitability.

® «Looking forward, the great leap for technical analysis can be dated in the thirties, as a reaction to the stock
market collapse. Most of the books were printed during that decade: Rhea in 1932, Schabacker in 1932, De
Villiers and Taylor in 1933, Elliott in 1938.“ (Mattern 2010: 12)
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pendent of any expert advice.’® Admittedly, during the mid 20" century, this practice was more
fiction than reality. The strong decline in stock market participation after 1930 even suggests that
there was no immediate market for technical analysis manuals among the general public. However,
as the cited statistics on contemporary day trading show, the pioneering semantics and techniques
still had considerable, long-term effects. They can thus be interpreted as pre-adaptive advances
(Stichweh 2006) that would become crucial for later processes of differentiation within the finan-

cial sphere.*

The following sections are mainly based on a historical contextualization and a close reading of
relevant investment manuals. These were written, among others, by Jesse Livermore, Charles Dow,
Richard D. Wycoff, Humphrey Neill, William P. Hamilton, William D. Gann, Richard W.
Schabacker, Robert D. Edwards and John Magee.'? Relating this these writers, the paper recon-
structs transformations in the period between 1920 and 1940 that concerned strategies of addressing
the US public as potential or actual investors. | particularly emphasise a rupture after the Great
Crash when the group of the authors just mentioned distanced themselves from the seductive tone
of earlier writings to propose instead guides for self-instruction.*® In the fourth section, | focus on
the question of why — among the many imaginable techniques of investment - technical analysis
could successfully associate itself with a particular mode of market participation. The article con-
cludes by reflecting on the historical material in the light of contemporary forms of amateur online

investing.

3. From Promises to Techniques

Historical accounts show that during the 18" and the 19" century, boundaries between insiders

such as bankers, brokers, traders etc. and outsiders of stock markets became more clear-cut and

19 preda’s (2009a) argument is that, as financial markets became institutionalized and technologized through
the price-recordings of the stock ticker in the late 19th century, a certain group formed around techniques and
strategies of “privileged witnessing” of ticker information, primarily by visually charting, interpreting, and
forecasting price variations. According to Preda’s account, this group formation was a contingent sociocultural
process, based on networks among market insiders, support by academics, creation of charismatic leadership,
and the development of an idiosyncratic language.

1 The notion of preadaptive advances, borrowed from evolution theory, means that an invention is built into
the social structure but its true impact is retarded and only unfolds at a later point in time, in accordance with
other changes (Stichweh 2006).

12 1t was not very hard to identify these as canonical authors mainly because technical analysts themselves cite
them as the founding figures (Lo & Hasanhodzic 2009).

13 Thus, in these writings, financial-economic discourses merged with pedagogical concepts: the individual
should be able to master his/her everyday problems by drawing on the help of problem-specific programmes
of self-instruction. I will not comment on the underlying general societal trend towards self-governance but |
thank Cornelia Bohn and Andreas Langenohl for helpful comments in this direction; for a more general ac-
count see, for instance, Helmstetter (1999).
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formalized (Carruthers 1996; De Gode 2005; Preda 2009a). Critical for this separation was the
monopolization of legitimate trading by cartels of traders who set up the first official stock ex-
changes. Investments by private persons were possible but depended to a large extent on close ties
to brokers who would not only arrange deals but also provide information and recommendations.
During this time, insiders invented a new genre of investment literature, containing a mix of in-
vestment advice, moral guidance as well as biographical reflections: “Fiction, manuals, and biog-
raphies were part of a larger, sustained effort to convince the public that the stockbrokers belong to
an honorable profession that has nothing to do with speculation or fraud” (Preda 2009a: 80). Such
“insider stories” were complemented by “outsider stories”. The most prominent group of critical
writers about the stock market were the Scriblerians, among them Alexander Pope (Nicholson
1994). This genre also flourished in the United States: Lefévre’s (1901) Wall Street Stories, for
instance, narrate the market according to distinct characters (such as the big financier with a well-
known name on the street, his rivals, industrial barons, corporate victims of big finance etc.), whose

fates personalize and moralize financial outcomes.*

Arguably, this constellation was dissolved by a new technology — the stock ticker (Preda 2006).*
The ticker enabled information about stock market transactions (prices and volumes) to be tele-
graphed within a short time to broker offices (Meier 2005), where it would be received electroni-
cally and printed on paper strips. Investors at different locations were thus simultaneously informed
about market data and could send back telegrams to the stock exchanges with orders on intended
transactions. Stéheli (2003; 2004) argues that the ticker thus brought about a new market principal-
ly accessible to everyone and kept together by a constant flow of standardized price information
(see also Knorr Cetina & Preda 2007).

However, if we look at the statistics of actual stock market participation in the United States, we
see that mass participation did not follow immediately. The ticker was first introduced among New
York brokerages during the 1860s and 1870s' but more widespread participation only truly
emerged after the First World War — from “a few hundred thousand before World War | (about 3
per cent of U.S. households) to an estimated 8 million by 1929 (roughly a quarter of households)”

14 “Descriptions and images of capital often connect capital to the special force or elite it is often said to be
synonymous with: the “financial interests,” ‘Wall Street,” the ‘financial operators,” or some other center of
authority and capacity. References abound, for example, that link finance capital with a small, unknowable
elite.” (Aitken 2007: 7)

15 The ticker is a specific financial market technology that combines telegraph and printer. It was invented by
Edward A. Callahan, an engineer of the American Telegraph Company, and redesigned by Thomas Edison.
The ticker produced two strips of paper, which indicated all transactions on the stock exchange floor, i.e. the
code of the company traded as well as price and volume of the deals. In the 1890s, the ticker could send this
information to other American cities within 90 seconds and to Europe in about four minutes (Meier 2005).

18 «“Ticker operators were installed on the floor of the New York Stock Exchange (NYSE) and in the brokerage
offices of David Groesbeck; Work, Davis & Barton; Greenleaf, Norris & Co; and Lookwood & Co, in De-
cember 1867 (Preda 2006: 454).
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(Ott 2009: 45).'" Take, as another evidence, statistics on one of the big new industrial companies:
Shareholders in the Telephone Company’s stocks numbered 7,535 in 1900; by 1929, this number
had increased to 454,596 (Means 1930: 563).'

Possible causes for this “retarded” expansion are numerous: We can think of a slow or restricted
diffusion of the stock ticker technology as one of them.'® More important perhaps are other factors,
such as increases in middle class wealth or a surge in stock offerings by industrial companies after
the turn of the century.?’ Here, | focus on yet another aspect: A new mode of addressing potential
investor audiences was only introduced during the 1910s and 20s. A critical step in this develop-
ment was the Federal Government’s Liberty Bonds campaign during the First World War. The
purpose of this campaign was to demand general public’s investments in government bonds in
order to finance the war. Crucially, the government also used entertainment such as Hollywood star
events or poster advertisements in order to encourage potential investors. Figure 1 presents a poster
from 1917: We see an advertisement that propagates financial investment as the middle class’ im-
mediate contribution to a project of national and personal interest; the poster’s message is that
those interested in shrugging off the threat of “Prussianism” and in winning the war, should be-

come Liberty Bonds investors.

Besides the immediate success of the Liberty Bonds campaign in attracting new investor classes,*
it also served as a blueprint for subsequent efforts at addressing (potential) investor audiences.?
For instance, from 1921 onwards, the New York Stock Exchange pursued a similar public relations

campaign in favour of broad stock ownership, using advertisements, movies, press relations etc.

17 «“The number of retail investors in the U.S. stock market increased...especially after World War | and into
the 1920s [...] Whereas in the past, the U.S. securities markets had largely been the preserve of the rich inves-
tor, these developments also made the middle class a new factor in its expansion even if the ‘democratization’
of the market fell short of some pundits’ claims.” (O’Sullivan 2007: 45)

18 Galbraith (1980[1954], p. 21) focuses on the expansion of “leveraged” speculation, measured in terms of
broker loans taken by investors in order to increase their profit opportunities (and risks). In two years, from
1926 to 1928, the total dollar sum of these loans grew from about two and a half to almost six billion.

19 «“The 1927 edition of The Magazine of Wall Street estimated that in the United States there were 400 tickers
in 1890, 900 in 1900, and 1,200 in 1902, while another publication estimated the existence of a striking 23,000
tickers in the United States in 1905.” (Lo & Hasanhodzic 2011: 70)

20 On the New York Stock Exchange, in 1885 only 151 different stocks were traded while in 1930, the number
was 1,273 (O’Sullivan 2007: 11). “By 1930, the U.S. stock market had become a large and widely diversified
market for the stocks of industrial, utility, and railroad companies” (ibid, 4).

21 Roughly 30 million US citizens bought these Federal small-denomination bonds (Ott 2009: 56).
22 «Efforts to sell war bonds during World War | created a retail distribution channel to Main Street. Retail
brokerages built on this precedent, and acceptance of stock ownership by those outside the wealthiest tier grew

during the 1920s as the stock market number of shareholders doubled from 2.4 million in 1924 to 5 million in
1927, and doubled again to 10 million by 1930.” (Davis 2008: 14)
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(Ott 2009).% The aim of this campaign was to provide new legitimacy for stock market specula-
tion: The middle class stock-owner was no longer portrayed as a financial soldier in the European
war, but as a shareholder in America’s prospering industry (Aitken 2007). The stock market was

presented as an economically efficient and highly democratic institution.
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Figure 1: A poster of the Liberty Bonds Campaign, 1917; Library of Congress Online
Catalogue.

In the course of the 1920s, these claims for universal participation in the stock market became
widespread.? Moreover, numerous newspapers, magazines and more specialized publications

featured the stock market as a topic of general interest:?® “

[T]he strange phenomenon of “public
opinion’, which grew weightier yet also more elusive as mass-circulation magazines for the urban
middle class proliferated, increasingly articulated the desires and anxieties of the new corporate

white-collar world. It was from just those precincts that the stock market was drawing its newest

28 Visual advertisements remained a critical element; “Visuality was, in some important ways, at the center of
the new forms of commercial culture that began to impinge upon all aspects of the economy throughout the
twentieth century. Of particular importance in this regard is the emergence of a rationality that begins to frame
advertising, and its newly allied sciences, as a form of expertise capable of intervening deeply within the
public body and all of the ‘average’ populations that constitute the body [...] The effect at this level is the
mobilization of the unconscious bases of individual action: desire, memory, or sensory reaction.” (Aitken
2007: 47-48)

24 John J. Raskop claimed that “Everybody Ought to Be Rich” (headline from the Ladies Home Journal) and
that it would suffice to invest 15 dollars monthly for 20 years in order to gain a profit of 80,000 dollars
(Galbraith, 1980[1954]: 52).

% In New York, people had among others the New York Daily Investment News, Wall Street Journal, New
York Herald Tribune, New York Times, New York Sun, Magazine of Wall Street, Forbes Magazine, Annalist,
Barron’s, The Atlantic Monthly, The Century and Harper’s at their disposal, all providing information about
the stock markets.
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recruits” (Fraser 2005; 222). Thus, mass media now actually presupposed the legitimacy of finan-
cial markets and the general public’s interest in investment matters. The central concern rather
became how the public could invest its funds profitably. A whole new market was thus created for
experts, brokers and others, who claimed to know how one could make a fortune (ibid, 228). As an
example, McNeel Financial Services launched an advertisement campaign claiming that their cus-
tomer had made 70.000 dollars after reading their publication, “Beating the Stock Market”
(Galbraith 1980[1954]: 42) (see also figure 2).

ADVERTISEMENT

How Money 1s Made

Security Investments

By Henry Hall
of the New Vork Tribune

Said by competent authorities to be
one of the best ever issued on Security
Investments.

Shows how the captains of finance
have grown so rich, and how through the
study of Business Barometers any man
with a regular occupation to depend upon
for a livelihood may invest surplusearn-
ings, with a prospect of at least a mod-
erate fortune at middle age.

Price, in cloth, $1.50  Carriage, 15 cts. additional
FOR SALE BY
Educational Department of the

OFFICE OF ROGER W. BABSON, Inc.
Wellesley Hills, Mass.

Figure 2: An advertisement for an investment guide book, printed in Babson 1909
(unnumbered page).

The Great Crash obviously constituted a rupture within this process of expansion. The idea that the
public could participate in stock markets could hardly be promoted without any reservations; no-
body would buy into the promise that “everybody can get rich quickly and easily”. One possible
consequence of this new situation was to argue against amateur participation in financial markets,

which could only end in disaster (De Goede 2005: 79-85). The other option was to continue pro-
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moting broad participation in the markets but redefining the conditions under which this participa-
tion could be successful. The authors discussed here chose the latter option: They reconceived
speculation as - a peculiar kind of - work, which could be learnt even by amateurs.?® Thus, they
argued that those who survived on markets were the ones who refused to rely on others and started
to take their investment decisions independently. On the market for investor advice and infor-
mation, the respective authors started to propose courses of self-instruction, through which the
public was supposed to acquire the necessary knowledge and skills. Thus, a new genre of manuals
emerged, which mainly consisted of instructions on how to observe the market and how to arrive at
efficient trading decisions. The underlying rationale of this genre was that, those who would follow

the instructions, had no guarantees, but increased their chances for financial success.

Many of the writings on technical analysis appeared at that time and exemplified the new approach.
On the one hand, writers on technical analysis proposed the possible inclusion of all citizens into
financial markets: “Anyone who will devote sufficient time to the mastery of [calculative, LW]
principles can place himself in possession of the knowledge that will put him on an equal footing
with the influential forces, whether they be insiders or outsiders” (De Villiers & Taylor,
2000[1933]: 47). On the other hand, this “equal footing” was no longer a result of simply following
the experts’ advice. To the contrary, technical analysts recommended their readers to entirely iso-
late themselves from expert opinions: “Adhere to the principle of isolation. Turn a deaf ear to all
gossip, rumor, inside tips, and other information* (ibid, 33). The required competences could be
learnt by anyone who would muster the necessary discipline and dedication. Lay persons were
simply asked to devote “only an hour or so a day, and perhaps only a few hundred dollars”
(Schabacker, 2005[1932]: XX) to speculation. No further requirements were made: No “education,
that is, a college or highly specialized training [is needed]. Neither is it desirable that one be of the
so-called shrewd or clever type. While a trained mind is helpful, market education is more im-
portant to the prospective successful market operator than an intensive study of higher mathemat-
ics, or an inexhaustible knowledge of the classics” (De Villiers & Taylor, 2000[1933]: 155). Tech-
nical analysis was portrayed as “a skill that can be acquired by anyone of ordinary intelligence”
(Edwards & Magee 1966[1949]: 2).

4. Charting the Market

The new technique codified in the manuals primarily relied on charts and charting. For instance,
Edwards and Magee, in a seminal guidebook reprinted up until today, describe technical analysis as

“the science of recording, usually in graphical form, the actual history of trading (price changes,

% The famous speculator, Jesse Livermore, is cited with the following sentence: “’Speculation is a business. It
is neither guesswork nor a gamble. It is hard work and plenty of it.”” (Hamilton 1922: 65). De Goede (2005:
114) cites Schabacker, who wrote that even on financial markets you cannot expect “something for nothing”.
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volume of transactions etc.) in a certain stock or in ‘the averages’ and then deducing from that
pictured history the probable future trend” (1966[1949]: 5). Economic charts, such as line graphs,
had been around for quite some time before the existence of technical analysis: They were known
in economic analysis from the late 18th century onwards.2? Since the 19th century, graphs were
also used in business cycle analysis in order to identify the periodicity of trends (Friedman 2009).
Moreover, when technical analysis was developed in the US during the early 20th century, finan-
cial charts already filled the pages of newspapers and magazines such as the New York Daily In-
vestment News, Wall Street Journal, New York Herald Tribune, New York Times, New York Sun,
Magazine of Wall Street, Forbes Magazine, Annalist and Barron’s; large charts could be found on
the walls of banks and broker offices.28 However, in contrast to the visualizations, the purpose of
“chartism” was neither to create scientific, nor public knowledge of the economy.2° The new man-
uals and how-to guides rather associated the making and use of charts explicitly with the problem
of how amateurs could become competent speculators. Thus, technical analysts referred to charts as
specific tools that could facilitate market observations, reduce the uncertainty of decision-making

and impose some discipline on speculators’ behaviour.

In order to understand this transformation, it is important to trace the emergence of a new under-
standing of the market through the advent of the stock tickers. With the introduction of the new
technology, price data became not just more easily available, but also standardized. Now, official
prices were recorded that newspapers could cite (e.g. in the form of closing prices) (Knorr Cetina &
Preda 2007). Accordingly, market participants’ focus shifted away from the trading activity on the
floor or in the streets to the readily available, reliable data. Indeed, even information provided by
the stock-issuing firms (especially before the Securities Exchange Acts of 1934 and 1935) was

conceived far less reliable and easily available than ticker data.** Despite being objective, infor-

27 A famous example is Quesnay’s Table Economique (1767), shown in Morgan (2012: 4). However, more
important still for the history of economic graphs and charts is Playfair’s Commercial and Political Atlas of
1786: “The first known time-series using economic data was published in Playfair’s remarkable book, The
Commercial and Political Atlas [...] For Playfair, graphics were preferable to tables because graphics showed
the shape of the data in a comparative perspective.” (Tufte 2001: 32). Latour describes these visualizations as
critical elements of what he calls “centres of calculation”; see Latour (1986).

28 «In the 1830s, price lists became regular parts of newspapers and price charts of stocks, commodities and
interest rates came into existence (...) Their purpose then, as now, was to capture the “abstract entity called
‘the financial market’, ‘the stock exchange’ or ‘la bourse” which was “disentangled from its anecdotal ties to
the particularities of the marketplace’ - in other words to analyse the stock and not the company. Charts took a
variety of forms: portable foldout charts, extra-large charts to be hung on the walls, black-and-white charts, or
color charts.” (Lo & Hasanhodzic 2011: 39)

2 This is the argument often found in relation to visual representations in newspapers and other mainstream
media; see, for instance, Tanner (2002).

% Especially with the increase in the number of stocks traded on the exchanges and with expansion of the
investing public, one could often know only very little about companies’ operations. The banker J.P Morgan
therefore allegedly spoke of “undigested securities” (Hamilton, 1922: 110). Strikingly, ignorance not just

concerned the new group of unknowledgeable middle class speculators: O’Sullivan notes that “‘in some cases
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mation was not static: During the entire trading day, paper ribbons poured out of the tickers, which
announced changes in prices and market activity.*! This stream of prices, then, became investors’
central concern and source of profits.* In his biography of Jesse Livermore, Edwin Lefévre writes:
“Those quotations did not represent prices of stocks to me, so many dollars per share. They were
numbers. Of course, they meant something. They were always changing. It was really all | had to
be interested in - the changes. Why did they change? | didn’t know. | didn’t care.” (Lefévre
2010[1923]: 2)

The central problem thus was how this data could be interpreted so that it provided cues about
future price changes. Indeed, the immediate solution to this problem was quite pragmatic: Investors
simply spent their entire time in brokerage offices in order to constantly read the ticker information.
The ensuing technique was called “tape reading” (referring to the printed paper ribbon with price
information as “the tape”). Tape reading consisted of permanently following the sequence of prices
and inferring, from this synchronous observation, possible prices in the near future (the next
minutes and hours). In Wycoff’s words, it was “the science of determining from the tape the imme-
diate trend of prices [...] a method of forecasting, from what is on the tape, what is likely to appear
in the future” (1910: 10).

As Alex Preda (2009a) plausibly argues, first chart techniques directly emerged from tape reading.
Similarly, Donald Mack, in an editorial to one of the classic works of chart analysis, argues: “[I]t
probably was...when the old glass-domed ticker machines were churning out the trades as they
occurred on the different exchange floors. Situated as these machines were in brokers’ offices all
around the country, from the start brokers and customers reading the tape and trading on the printed
figures must have needed a fuller picture at hand of the action that had taken place and was current-

ly happening” (De Villiers & Taylor, 2000[1933]: XVI, my emphasis).* Here, Mack specifically

the distributing banker [knew] no more about the issue than [did] his customer’” (O'Sullivan, 2007: 43). These
concerns escalated dramatically throughout the 1920s, especially as relatively new types of securities such as
industrial common stocks hit the market in large numbers. By the late 1920s...‘[c]onfessions of incompetence
[by investment bankers] reached indecent proportions’” (ibid).

31 Knorr Cetina and Preda relate this temporality directly to the stream of prices which poured out of the tick-
er: “First, the sequence provided a material and itemized market memory (...) Second, the tape was an infor-
mation source; it could be scrolled through, prices at different times could be compared and inferences about
market movements could be made (...) The running ticker data began to turn into a streaming epistemic sys-

tem.” (Knorr Cetina & Preda 2007: 124)

%2« addition to the growth in the number of investors participating in the stock market, there was also a
change in their attitudes to investments in corporate securities. In particular, they became more interested in
investing for capital gains on the prices of the securities that they held as much as for the income that accrued
to them from dividend payments.” (O'Sullivan 2007: 46)

3 Similarly, in 1931, Neill notes that charts are one possible way of organizing ticker tape data: “The tape
records the prices at which buyers and sellers have met and agreed upon exchanges of stocks of money. This
record may be printed upon sheets, or grouped for a day’s business and published in the newspaper. It may be
recorded upon charts.” (Neill (2000[1931]: VIII).
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refers to the “Point and Figure Charts,” which can also be found in Wycoff’s manual “Studies in
Tape Reading” (1910). Indeed, these charts are quite intuitively related to the practice of tape read-
ing (see the “Point and Figure chart”, figure 3): Changes of prices were noted on a sheet with col-
umns; as long as prices rose, they were arranged within the same column on top of each other; as
soon as the trend changed from up to down, a new column was used and figures were arranged

below each other. Thus, an abstract picture of changes in the direction of price movements was

created.
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Figure 3: Prices noted as a Point and Figure Chart. As long as prices rise, they are noted above each
other, as soon as they fall, a new column is used and the notation is inversed, printed in Wycoff 1910:
118.

However, in their own “how to invest” books, tape readers emphasized that these incipient graphic
representations of price histories were only derivatives of the actual practice of tape reading. In
fact, Jesse Livermore supposedly said that “’the most expert type of tape reader carries no memo-
randums, and seldom refers to fluctuation records’ (Knight 2010: 9). Wycoff (1910: 120) claimed
that he has yet to see an investor who can make profits over an extended period of time by solely
relying on charts. The reason for this scepticism was that tape readers adhered to an epistemology
of experience and tacit knowledge: According to tape readers’ idea, immersion into the market
situation was essential - with one’s “eyes fastened on the narrow paper ribbon...[and] heart-beats
attuned to the clicks of the ticker” (Knight 2010: 4). Experiences of other similar market situations
then generated non-reflected, ‘intuitive’ inferences: “In reading the tape, we are not influenced
alone by what we see, but by what we feel or sense, which cannot always be explained or a satis-
factory reason given because it is intuition.” (Gann 1923: 7) Wycoff clearly contrasted this immer-
sive, synchronizing tactics of analysis* to any deductive method by way of the following meta-
phor: “When you cross a street where the traffic is heavy, do you stop to consult a set of rules
showing when to run ahead of a trolley car or when not to dodge a wagon? No. You take a look

both ways and at the proper moment you walk across. Your mind may be on something else but

% This synchronization with a medial stream of events was compared to watching a movie: “The tape furnish-
es a continuous series of motion pictures, with their respective explanations written between the printings.
These are in a language which is foreign to all but Tape Readers.” (Wycoff, 1910: 82)
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your judgement tells you when to start and how fast to walk. That is the position of the trained
Tape Reader.” (Wycoff, 1910: 117) The problem with charts therefore was that while the tape
reader sensed the market in-sync with its unfolding, chart interpretation was supposedly “limited”
since chart interpreters had to act “mechanically” and adhere to “rules” that mostly did not work
(Wycoff, 1910: 116-122): “The proficient tape reader will doubtlessly prefer to discard all mechan-
ical help, because they interfere with his sensing the trend.” (ibid., 125) What seemed dubious from
the perspective of tape readers, then, was not the use of visualizations per se but their analytic val-
ue. Correspondingly, in early tape reading and technical analysis publications, charts had the only
function of representing price history: “the same thing could be told in words, but you grasp it

quicker when you see it in chart form.” (Gann 1923: 51)

1901 | 1902 | 1903 1904 ] 19
Copyright by DOW, JONES & CO. 1922

[] 1906] 1907 ]| 19008 | 1809 | 1910
HH T [ [T

10} iy T i jﬁ it
inani M 111 IRRASRAETANRERERARE LI SRNNEAERLRE
Yy ——
]
: 1
TOTAL MONTHLY SALES OF U. S. STEEL COMMON H
| i
. 1
3 u| :[“
s 1 E 7
T} 1 T Y
1h ] [ i
T Ty '“;' T lﬂ]’ Iii‘L‘#ﬂIII iﬂj. il T T Lru

[T { i LY [
noul fmssn[z 1903|1904 1905/ 195086] 1907|1908 1309] 1510
Figure 4: Stock market chart for U.S. Steel common stock, including a price and volume
chart, printed in Hamilton 1922 (unnumbered page).

Thus, we can see that the history of financial charts is indeed highly related to a new understanding
of price and its interpretation through the techniques of “tape reading”. However, in contrast to
what Preda (2007; 2009a) suggests, one can also see that technical analysts had to argue against
tape readers for a new understanding of charts in order to establish and popularize their technique:
While tape readers argued that the ticker tape should be observed directly and synchronously, tech-

nical analysts put the charts at the centre of their recommended technique of trading.

Chartists’ first argument was practical: They observed that tape reading still depended on the pres-
ence in the boardrooms of brokerages because most people could not privately afford a ticker. With
the expansion of market participation, it became increasingly implausible that a broad range of
investors could follow the ticker permanently within brokerage offices: “The majority of peo-
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ple...are not able to be in personal attendance to watch the trading record unfold itself in a broker-
age office from 10 to 3 o’clock each day” (Schabacker 2005[1932]: 5). Moreover, after the 1929
crash, it was even seen as a disadvantage that tape readers, in view of their presence in boardrooms,
remained caught in the moods and gossip of the market. Hence, one was “much more likely to
benefit by divorcing [oneself] from the excitement, the conversation, the gossip, the impetuosities,
and the nerve strain which emanate from the dubious vantage point of the board-room [within the
broker offices, LW]” (Schabacker, 2005[1932]: 415).* The advantage of charting techniques, in
comparison to tape reading was hence that it could be done at any place, at any time by any layper-
son and only required a simple set of affordable tools: “cross section paper (almost any kind can
serve), a daily newspaper which gives full and accurate reports on stock exchange dealings, a sharp
pencil and a few minutes of time” (Edwards & Magee 1966[1949]: 8).%

The second argument was epistemic and concerned the question of what charts could actually de-
pict. Tape readers had construed charts only as aids for memory and illustration.®” However, for
“chartists”, the lines and bars on charts could reveal a distinct, invisible phenomenon: These were
the different, long- (annual) mid- (monthly), and short-term (weekly) trends. The view that markets
are indeed driven by distinct temporal patterns in collective behaviour was already put forward by
Charles Mackay in the 1840s (Staheli 2007) and famously advocated by Charles Dow in his Wall
Street Journal columns (Lo & Hasanhodzic 2011: 82).% Not least because of the dramatic up- and
downswings in prices, market trends became more explicitly recognized by the general public dur-

ing the 1920s and 1930s.% As argued above, tape readers followed trends by being immersed in

% “The tape and boardroom gossip has caused more losses to traders and investors than most all other reasons
combined.” (De Villiers & Taylor 2000[1933]: 158)

% As seen on figures 4 and 5, the chart analyst should draw vertical lines (“bars™) for each given time interval
(day, week, month) on the paper, corresponding with each interval’s price range (lowest and highest transac-
tion prices). In the below part of the cross section paper, one additionally drew a separate chart for volumes,
also indicated by vertical bars (in given units of hundreds, thousands etc.). Different scaling, such as arithme-
tic or semi-logarithmic, should be tested.

3" This understanding was only changed slightly when charts were reconceived as cognitive tools. De Villier
and Taylor argued, for instance, that charts allow “instant comparison and maximum condensation” and are
therefore “vastly superior to the memory of any human being” (2000[1933]: 23) which made them, in their
eyes, “better and far more reliable for judgement than can be had from tape reading” (ibid., 60). For a similar
argument on visualizations, see Heintz & Huber (2001).

% «A defining element of Dow theory is the idea of a trend.” (Lo & Hasanhodzic 2011: 82)

% Some authors of the time still believed that the market can be distinguished according certain investor clas-
ses: Neill (2000[1931]: 7), for instance, distinguishes between a core (floor traders, large financiers etc.), a
semi-periphery (professionals) and a periphery (retail investors). These authors viewed “Insiders” or “profes-
sionals” as having a particularly large and distinct influence on prices and of exploiting the participation of the
unknowledgeable public. However, many observers of the time also questioned the influence of individual
groups on the ever growing market: “The market price reflects not only the differing value opinions of many
orthodox security appraisers but also all the hopes and fears and guesses and moods, rational and irrational, of
hundreds of potential buyers and sellers, as well as their needs and resources” (Edwards & Magee,
1966[1949]: 5). In many respects, the stock market crash of 1929 additionally contributed to contemporaries’
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their dynamics.*® “Chartists” objectified and de-temporalized trends so that they could be observed
for longer stretches of time and from the viewpoint of a detached observer. The medium of this
objectification and de-temporalization were charts. In fact, Schabaker argued that trends, much like
certain entities in the sciences,** could only be adequately observed with charts: “The habits and
such changes from the accustomed action can most easily be detected, studied and interpreted
through the medium of charts. In fact, it would be extremely difficult to understand and analyse
them properly without recourse to a complete charted record.” (Schabacker 2005[1932]: 28) The
follower of technical analysis was thus supposed to see trends “in their charted course” (Edwards &
Magee 1966[1949]: 234) by recognizing the patterns of lines and bars.

However, this visual pattern recognition could only become a plausible and practical guide to stock
market trading if two problems were solved: First, the authors had to provide plausible examples —
if not an exhaustive list of - recurrent “pictures” (ibid., 34) or “formations” (ibid., 6), which cap-
tured the main market trends. The pioneers of technical analysis solved this problem by developing
a tableau of about 25 formations of trend consolidations or reversals.** Any of these formations
was introduced with descriptions and visual examples. Importantly, trends were extracted from the

actual market data by drawing additional lines within the charts.

awareness of a new market structure: The crash had not only shown that expectations about the state of the
economy can be disrupted almost incidentally. Participants also had still, during the period preceding the
crash, believed that the “organized support” of New York’s most important bankers would keep prices up; but
finally, “the market had reasserted itself as an impersonal force beyond the power of any person to control”
(Galbraith 1980[1954]: 111); accordingly, in 1933, De Villier and Taylor note: “In recent years, the market
has more quickly responded to combined public sentiment. Millions of investors and speculators comprise that
public. On occasions, their demands have taken the market completely out of the hands of the insiders.”
(2000[1933]: 34)

“0 Tape readers conceived prices as ‘living’ entities: Prices’ present, observable behaviour connected to their
future behaviour by way of “habits”: “Stocks have habits and characteristics which are distinct as those of
human beings or animals” (Wycoff 1910, 33); “stocks are no different than human beings — they have their
peculiar habits and moves.” (Gann 1923: 59)

41 “Its use brings advantages similar in practical result to the telescope, the X-ray, the electric eye and other
modern devices which save so much time and energy in fundamentals and details that they make possible the
transference of such energy into the more productive channels of study and research.” (Schabacker
2005[1932]: 6)

“2 These formations are: Ascending triangle, Symmetrical triangle, Cup and Handle, Double top (“M”), Dou-
ble bottom (“W™), Falling wedge (or “downward wedge”), Rising wedge (or up-turned wedge), Flag/pennant,
head-and-shoulders, head-and-shoulders bottom, Price channels, Rectangle, Triple bottom, Triple top, Round-
ing Bottoms (bowl/saucer) and rounding tops (inverted bowl), Broadening Formation, Diamond, One Day
Reversal, Scallop, The Drooping Bottom/accelerating peak, The Horn Formation, The Out-of-Line and Zigzag
movement.
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Figure 5: A bar chart, including volume. It points to a head-and-shoulder formation for Janu-
ary/February 1934: left shoulder: ABDC; head: E; right shoulder: FGHI; dotted line= ”neckline”;
Schabacker (2005[1932]: 46).

The more challenging problem, however, was in how far the identified patterns and formations
were applicable to actual future market situations. Only if patterns recurred at a high regularity
could speculators effectively identify entry and exit points and thus manage their stock holdings
profitably. However, in accordance with the critical attitude towards making any promises for suc-
cess, Schabacker, Edwards, and Magee avoided any strong claims. To the contrary, they explicitly
urged the amateur not to trust too much in the given examples and rules of thumb: “The reader may
have become dismayed at this point by our frequent recourse to such qualifying adjectives as usual-
ly, ordinarily and the like. It cannot be avoided if one wishes to present a true picture of what actu-
ally happens. No two chart patterns are precisely alike; no two market trends develop in quite the
same way” (Edwards & Magee 1966[1949]: 115). Therefore, investors should not apply the exem-
plified patterns mechanically or regard technical analysis as an “exact science” (ibid., 116) or “sure
thing” (Schabacker, 2005[1932]: 9). For reading charts requires “interpretation” (Edwards &
Magee 1966[1949]: 10) and should be seen “not so much [as] a matter of ‘systems’ as...a matter of
philosophy” (ibid., 287). Thus, the authors’ idea was that their readers would test the technique for
some time and thereby develop their own knowledge about, and responsibility for, its application.

Losses would be incurred in the meantime, but these losses could not be attributed to imperfections
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of the technique but were seen as necessary costs of acquiring trading experience: “Judgment is
required, and perspective, and a constant revision to first principles. A chart, as we have said and
should never forget, is not a perfect tool; it is not a robot; it does not give all answers quickly and
easily and positively, in terms that anyone can read and translate it at once into certain profits.”
(ibid, 277)

5. Conclusion: Some ideas for a sociology of amateur investment

During the time of their first appearance, primarily the 1930s, the recommended techniques of
“chartism” were hardly recognized by the general or even the investing public. At the time, the
position of the amateur speculator, who would take his/her own trading decisions and use technical

analysis as a toolkit, was not fully established.

However, during later years, technical analysis would become highly relevant for amateur specula-
tion. The most immediate driver of this expansion was the growth of the stock exchange since the
second half of the 20™ century. The 1980s and 1990s in particular witnessed new issues of tech-
nology stocks while a soaring market attracted more and more public attention (Thrift 2001; Piel
2003). Similar to the situation in the 1920s, this stock market boom was connected to the expansion
of a second, “parasitic market” for investment information and advice. Investment banks extended
their “coverage” by analysts; television and radio channels also began to provide investment infor-
mation by broadcasting a never-ending stream of financial news. As speculation became a more
widespread activity, there also grew a more specialized market for amateur techniques and tools. In
the process, technical analysis grew significantly as one core genre on this specialized market. For
instance, the manual Technical Analysis of the Futures Markets by John Murphy was first pub-
lished in 1985 and became a bestseller in the following years. This manual as well as similar prod-
ucts were successful because — just as the pioneers had envisioned — they were accessible for the

non-specialists and made no requirements concerning financial or economic knowledge.

Another important factor for the spread of technical analysis was that the new class of amateur
traders started to use personal computers for their trading activities. Oftentimes, the visualization of
market data on the new devices relied on the traditional charting techniques: Prices and volumes

were presented as lines, bars or candlesticks. One trader recounts her first contact with these tools:

“l had purchased a CQG [Commodity Quote Graphics, LW] Terminal [...] That was just a black
and white monitor, and | put it into my kitchen, because | was at home and | realized | spent most
of my time in the kitchen, like most people do, and I felt that I could observe and watch price de-
velopments and markets. [With this device] you could do, what might seem simple to us now, real
time graphics of price developments and spreads between different instruments and historical de-
velopments; you could then use, what we call the tools of technical analysis.” (Elaine Knuth, inter-

view with author, June 2011)
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Thus, with the introduction of computers, the use of technical analysis was made easier and more

relevant as it could now be utilized with “live” prices (Smith 1999: 48).

Interestingly, technical analysis has survived different periods of market contraction such as the
ones during the early 2000s and 2008. One possible explanation for its persistent success among
lay investors is that users of technical analysis can avoid the losses incurred by other investors.
However, given that different studies show technical analysis’ lack of profitability (e.g. Malkiel
2003[1973]), this explanation is not very plausible. Another argument would be that in the after-
math of crises, many forms of advice for lay investors lose their legitimacy and practical relevance.
By contrast, the culture of amateurism thrives with its emphasis on values that become more rele-

vant and legitimate during crises, such as: self-containment, dedication, and discipline.
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