From Barron's:

Dullsville, U.S.A.
The stock market's stuck in a rut, but getting out could be painful

By MICHAEL SANTOLI

STOCK INDEXES HAVE BEEN LOCKED in a tight trading range all year, frustrating bulls and bears alike and generating suspense about the market's next big move. The benchmark Standard & Poor's 500 index has shed just a handful of points since the start of the year, and has spent all of 2004 hemmed between 1076 and 1163, a range of just 8% from low to high. This stretch of 128 trading days spent in a range of 8% or less ranks among the longest in recent market history.

The market has hit a lull of at least 80 days' duration about once every two years since 1979. But only three times has such a tight range persisted for longer than this year's. If history is any guide, stocks are likely to break out above or below the current boundaries within a matter of months.
...
Presidential election years, too, seem marked by tentative trading, at least ahead of the balloting. Five of the seven election years since 1980, this one included, have contained a flat market stretch. Of the four prior election years, stocks snapped out of their doldrums in July (1984 and 1992), September (1996) and October (2000), perhaps as investors began to assimilate the likely results. Two of the bigger upside breakouts -- in 1984 and 1996 -- occurred when an incumbent president was cruising to re-election.

One of the worst resolutions to a flat market stretch came in 2000, when a close election resulted in confusion and the eventual loss by the incumbent party. A stock-market bubble was bursting too, and corporate earnings were collapsing.

John Harris, a market historian and a retired University of Tulsa professor, also finds a political link. This year, he notes, had one of the four least volatile first halves since 1928 in terms of the S&P's range from low to high. The others were 1952, 1992 and 1993, so three of the four were election years.

Harris finds five earlier examples of election years in which the S&P's first- four-month move was between positive 1% and negative 1.9% (this year it was minus 0.4%). In every case -- 1952, 1968, 1980, 1992 and 2000 -- the incumbent party was booted from office. Sure, this looks like mere fun with numbers, not rigorous statistical analysis. But it can't hurt to recall such patterns, whether you are an investor or a Republican campaign strategist.
