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Dow Jones industrial average
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NEW YORK (AP) -- The Dow Jones industrial average actually isn't an “average" of

the 30 stocks it represents -- although it started out that way.
When it was first devised in 1896, the Dow's value was calculated by adding up the

stock prices of 12 major companies and then simply dividing by 12. The resulting

average was expressed in terms of points, rather than dollars.
The formula remained the same in 1916 when the editors of The Wall Street Journal



-- which created and still controls the Dow -- expanded it to 20 companies.

But when the Dow was expanded to 30 companies in 1928, the editors began using a

new “divisor" rather than the number of stocks, to keep the average stable even if one

stock was substituted for another or if a company split its stock.

Stock splits occur when a company cancels its shares and issues a larger amount of
new shares, but at a lower price. For instance, in a 2-for-1 split, the price would be cut
in half, but the number of shares would double. Splits create the perception that a stock
is cheaper to buy, sometimes increasing demand.

After years of shrinking with every stock split, the divisor actually dropped below one
in 1986, and now it sits at just 0.225.

So, if the Dow is at exactly 10,000 that means the share prices of all 30 stocks adds up
10 $2,250. Dividing 2,250 by 0.225 equals 10,000. Using similar math, every time one of
the 30 stocks moves up or down by $1, the Dow moves 4.5 points in the same direction.

With both Wal-Mart and IBM due to split their shares 2-for-1 in the near future, the
divisor will shrink to about 0.215. Before long, each $1 move by any of the 30 stocks will

be equivalent to a 5-point move by the Dow.

divisor
IBM 2-for-1
Price Weighting % Dow jones
http://averages.dowjones.com/home.html
divisor price
Company Name Symbol Price
Weighting %
AlliedSignal Inc. (ALD) 45.7500 2.010
Aluminum Co. of America (AA) 41.3750 1.818

American Express Co. (AXP) 122.8750 5.399



AT & T Corp.
Boeing Co.

Caterpillar Inc.

Chevron Corp.
Citigroup Inc.
Coca-Cola Co.
DuPont Co.

Eastman Kodak Co.

Exxon Corp.

General Electric Co.

General Motors Corp.

Goodyear Tire & Rubber Co.

Hewlett-Packard Co.

()
(BA)
(CAT)
(CHV)
(©)
(KO)
(DD)
(EK)
(XON)
(GE)
(GM)
(GT)
(HWP)

International Business Machines Corp. (IBM)

International Paper Co.

J.P. Morgan &

Co.

Johnson & Johnson

McDonald's Corp.

Merck & Co.

(IP)
(IPM)
(INJ)
(MCD)
(MRK)

Minnesota Mining & Manufacturing Co. (MMM)

Philip Morris Cos.
Procter & Gamble Co.
Sears, Roebuck & Co.
Union Carbide Corp.

United Technologies Corp.

Wal-Mart Stores Inc.
Walt Disney Co.

SP

NASDAQ

(MO)
(PG)
(S)
(UK)
(UTX)
(WMT)
(DIS)

NASDAQ

77.3750
34.8750
46.7500
88.4375
63.6250
67.6875
57.2500
66.2500
73.8750
110.5625
90.2500
52.4375
69.0000
167.1875
46.5000
126.4375
91.8125
42.6250
86.3750
72.4375
41.8125
95.5000
43.6875
44.0000
133.2500
93.3125
34.2500

3.400
1.532
2.054
3.886
2.796
2974
2.515
2911
3.246
4.858
3.966
2.304
3.032
7.347
2.043
5.556
4.034
1.873
3.795
3.183
1.837
4.196
1.919
1.933
5.855
4.100
1.505



yen is getting higher but gradually
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