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One hundred and thirty years ago, Wall Street Journal founder and editor Charles Dow and his
associate, journalist and statistician Edward Jones, launched a new way of measuring the ups and
downs of the stock market . Their Dow Jones Industrial Average index would give investors — as

well as newspaper readers around the country — insight into the behavior of Wall Street.
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AN INDEX TO MEASURE CHANGES IN THE STOCK MARKET

Charles Dow spent the 1870s reporting on
regional history for various newspapers in
his native New England. Over time, he
discovered he had a knack for business
writing. He moved to New York City in
1880 to work for a financial news bureau
and met Edward Davis Jones, another
talented financial writer. In 1882, they left
to found their own news agency, which
they called Dow, Jones & Company.

In 1883, Dow and Jones began
putting out a small daily newsletter
summing up the day’s developments
on Wall Street. Their newsletter took
off, with more than 1,000 subscribers
and was highly regarded by stock
traders and executives. By 1889, Dow
and Jones expanded their newsletter
into a full-fledged newspaper,
naming it the Wall Street Journal.
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Dow had begun tinkering
with stock price averages
and indexes as early as
1884. His first index —
what he called the Dow
Jones Transportation
Average —consisted of
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nine railroad stocks plus
Pacific Mail Steamship and
Western Union Telegraph. —
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The index is weighted so that companies While share prices affect the index — The big flaw in the Dow, experts point out: Only 30 B
with higher market capitalization — in which is pretty much the point of the companies — out of more than 5,300 stocks that are
other words, the total value of all the Dow — the index number itself doesn’t traded — make up the index. That’s just .006% and
outstanding stock of those companies — represent any sort of dollar figure. Like hardly enough to present a diverse picture of all the — (—
play a larger role in making up the index any index, it's really only meant to be moving parts in the daily stock market. Those critics 32,000
number at any given time. Companies used to compare to the number from feel like the S&P 500 — which uses 500 companies March 10, 2021
with a smaller market cap have less some other point in time — typically to determine an index number — to be a better
impact on the overall index number. the previous day or week or year. gauge of what’s happening on Wall Street.
30,000
30 COMPANIES CURRENTLY INCLUDED IN THE DOW JONES INDUSTRIAL AVERAGE Nov. 24, 2020 30.000
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Sources: Investopedia.com, the Wall Street Journal, the New York Times, the Library of Congress, DJAverages.com,
Benzinga.com, S&P Dow Jones Indices, Corporate Finance Institute, TheBalance.com, BusinessNewsDaily.com




