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The Seven Signs of a Changing Economy™ 
 

“What to look for, where to find it and what to do when you see trends 
changing!” 

As of September 2018 
 

Summary 

 
Did you enjoy your summer break?  I hope you were able to do some of those 
summer things you enjoy most, with your family and friends.  Elaine and I 
enjoyed short visits, for both business and pleasure, that took us to Philadelphia, 
Boston, New York City, Lake Tahoe, Reno, Los Angeles, Dallas and Vail.  Fun! 
 
If you are reading this update, you already know I consider myself a Social 
Scientist.  That means I focus on what is really going on at each of the places I 
visit.  Observations like these:  Does the skyline have new building cranes up 
and growing? Are the malls full and do the people in the mall have bags of stuff?  
Do the car rentals, airline check-ins, restaurants and movie theaters have lines of 
people waiting to spend their cash?  Etc., etc. 
 
Well, from the visits I shared above, all I will tell you is YES!  Booming, is almost 
too weak of an adjective to describe what is going on out in America!  Most 
surprising to me was the unbelievable building going on in Philadelphia.  I had 
the good fortune to complete some continuing education at The Wharton School 
of the University of Pennsylvania, my old stomping grounds back in 1992-1994, 
and not only has the campus grown, but the campus was also booming, buzzing 
and exciting. 
 
This month I got a call from Larry Chambers, who was the “with” on my first book, 
“Surviving the Storm, McGraw-Hill, 2007”.  A “with” means Larry helped make my 
thoughts and ideas flow smoothly from chapter to chapter.  Larry now lives in 
Cambodia, so of course I asked for his “boots on the ground” social scientist 
observations, from his perspective, on the emerging markets where he lives. 
 
Per Larry, Vietnam is booming.  Huge money flow from China, China, still 
booming.  Thailand “stunning new growth!”  Cambodia, not so much.  They are 
socialist, so the people have been trained to sit back and wait for a hand out.  
Bummer.  Capitalism works!  Sometimes too well! 
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What do I mean by that last comment?  Well, this monthly issue of The Seven 
Signs below has a theme bubbling up.  It remains under the surface, but it is 
there.  You don’t “really” see it in the data flow, but if you think about those little 
bubbles forming, you can almost sense the boiling that “could” start next.  The 
bubbling of our U.S. economy that could roil into a boil if gone unchecked!  Yes, I 
am referring to the “I” word, inflation. 
 
In Sign #1, Personal Consumption Expenditures (PCE), you will note the 
annualized growth rate is +2.30%.  This is important because the U.S. Federal 
Reserve Board of Governors uses PCE as their preferred measure of inflation.  
Their self-imposed mandate target inflation rate is 2%.  Once over 2%, it would 
be normal for the Fed to start increasing interest rates at a faster clip in their 
effort to keep the economy from inflating too quickly. 
 
You will see my comments on inflation come up again in Sign #3, Leading 
Economic Indicator (LEI) where I focus on our “peek around the corner” six to 
nine months from now to March through June 2019. 
 
Inflation concerns come up again in Sign #4, jobs creation, as the unemployment 
rate has now dipped under 4%.  A great thing to have all those people back at 
work, yet the old business school rule of thumb is that once unemployment is 
below 4%, workers start demanding higher pay and this is a key input to the 
cause of inflation. 
 
In Sign #7, Inflation/deflation, I have listed the various agencies current estimates 
for the rate of inflation.  All are up!  The shares that represent ownership in 
Corporate America do not do well with inflation. 
 
That said, there are also a few data points that would suggest inflation will be 
checked and not to worry. 
 
First, the Chemical Activity Barometer (CAB), cited in Sign #3 below, has held 
steady for several months.  This is key as all things chemical happen before the 
next leg up in economic growth, i.e., suggests this is not expanding too fast. 
 
Second, the Texas Manufacturing Outlook in Sign #5, Durable Goods Orders, 
cites demand for manufacturing capacity is flat, raw material inputs to 
manufacturing are down from recent highs and finished goods costs are down.  
These things don’t usually happen before an inflation episode. 
 
Summer is officially over, but the economy remains “August Hot!”  I will keep an 
eye on the inflation concerns I have raised this month and if need be, The Wealth 
Strategy’s “Exit Strategy” remains in my briefcase, on my desk and available to 
thoughtfully take action on, if the specific data points are hit. 
 
This month’s Seven Signs are updated below.  As always, I have added some 
unique insight with my comments.  Just scroll down to view these now. 
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Your thoughts, comments and discussion are welcome.  Please call me at 303-
933-2107 or e-mail me at Jlunney@wealthstratgroup.com. 
 
Respectfully, 
 
James O. Lunney, CFP® 
CERTIFIED FINANCIAL PLANNER™ Professional 
 
The Wealth Strategies Group was founded by James O. Lunney under the 
guiding principle that comprehensive wealth counseling combined with 
independent investment advice will provide high net worth clients with complete 
trust in our competence, execution and integrity. 
 
P.S. Please join me for our monthly conference call on The Seven Signs of 
a Changing Economy.  You have the option of calling in or listening live for free 
from your computer.  To call in, simply dial 347-826-7481.  There is no access 
code needed.  To listen live from your computer, go to our website, 
www.wealthstratgroup.com, and click on the “LISTEN LIVE” button on the home 
page.  You will be sent directly to our page on the Blog Talk Radio website and 
you can click on the link there.  Instead of having a live Q & A session at the end 
of the call, you can now e-mail your question to me prior to the call at 
JLunney@wealthstratgroup.com and I will address them after my commentary on 
The Seven Signs of Economic Change. 
 
The call is always on the first Thursday of each month at 1:00 p.m. 
MST/3:00 p.m. EST, unless otherwise noted.  Please mark your calendar to 
join me for the next call on Thursday, October 11, 2018. 
 
We encourage you to invite people from your family, work and social circle to join 
in the call.  Just forward my e-mail notification to your e-mail list.  It is very timely 
information and in the volatile investment environment a second opinion may be 
greatly appreciated in these uncertain times. 

 
 

1) Indicator: Personal Consumption Expenditure (PCE) 
 Where to find it: www.bea.gov 
 What to look for: Consumer spending increases or decreases for three 

consecutive months 

 
(Positive) 
As you have read The Seven Signs of a Changing Economy™ update before, 
the consumer spending leads business income and not the other way around. 
This is because consumer spending, which we measure here in Sign #1 as 
Personal Consumption Expenditures (PCE), represents almost 70% of the U.S. 
economy. (Source: J.P. Morgan, Market Insights, June 2018) 
 
One of the best places to test how the consumer is doing is to observe Walmart’s 
retail sales.  Why Walmart?  Americans spend almost $40 million dollars every 

mailto:Jlunney@wealthstratgroup.com
http://www.wealthstratgroup.com/
mailto:JLunney@wealthstratgroup.com
http://www.bea.gov/
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hour of every day at Walmart.  They are also bigger than Home Depot, Kroger, 
Target, Sears, Costco and Kmart combined!  (Source: Walmart’s website/Fact 
check on Snopes) 
 
For Q22018 Walmart reported the strongest same store sales growth in over a 
decade.  In addition, they guided earnings higher for full-year 2018.  The 
consumer, i.e. 70% of our entire economy is doing well, very well! 
 
The most recent data release from the Bureau of Economic Analysis reported 
PCE at $13.98 trillion, the highest ever recorded!  We also know each of us are 
earning more at the household level, as personal current taxes are also at an all-
time high! 
 
Conclusion: We are collectively earning more, paying taxes on our income (which 
is the factual evidence that it is being earned) and spending a large portion of the 
disposable income left over to buy more “stuff”! 
 
This month’s increase of +.20% pushes the PCE up to an annualized +2.30%.  
This is an important number!  Remember, the Federal Reserve does not 
measure the inflation rate using the Consumer Price Index (Sign #7 below/via 
inflation.)  Instead, the Fed uses this Sign #1, the PCE.  As I write this, the Fed’s 
publicly reported mandated inflation target set during the recovery from the Great 
Recession, that ended in March 2009, is +2.00%. 
 
If the Fed interprets this latest data of +2.30%, as a signal that it should hit the 
economic brakes, to reduce potential inflation, then it is likely we will see the Fed 
continue to increase interest rates this year. 
 
In my opinion, this is not as bad as you read in the press.  The economic 
backdrop is solid to induce economic growth.  The reality that the economic 
growth is here and real, in and of itself, would suggest it is reasonable to 
“normalize”, i.e. increase interest rates to a level that will not reduce the growth 
we are now enjoying. 
 
We will watch this inflation point carefully, but for now, Sign #1 remains very 
positive! 
 
 

2) Indicator: Institutional Money Flow 
 Where to find it: www.wordenbrothers.com or 

www.barrons.com/convictionoftraders 
 What to look for: Increasing or decreasing prices on high volume of large 

block trades 

 
(Positive) 
Two key things have happened since we left off with the July Seven Signs 
update.  We take August off, as the data flow tends to be slow.   
 

http://www.wordenbrothers.com/
http://www.barrons.com/convictionoftraders
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First, the big institutional money has been flowing out of the emerging markets 
and international stocks.  In July, almost $10 billion was taken out of emerging 
market stock funds and $16 billion in about the last quarter.  (Source:  Lipper 
Fund Flows 7/26/2018) 
 
The U.S. dollar has trended up during that same period, which tends to make the 
prices of most commodities more expensive.  Emerging markets make final 
products, so those commodity input prices impact both the cost of the final 
product and the profits made by the manufacturers of same.  Hence, the money 
flow away from emerging. 
 
Second, it appears a large part of the money flowing out of emerging and 
international is flowing to ownership of Corporate America.  In particular, the flow 
appears to be toward smaller and mid-size companies.  The smaller and medium 
sized companies tend to benefit more from the new tax law and thus are seeing 
larger increases in their profits. 
 
Since more profitable companies tend to command a higher valuation going 
forward they are attracting much of the money flowing back to the U.S. 
 
A good way to measure the flow is to compare the Russell 2000 Index to the 
S&P 500 Index.  The Russell 2000 represents, I know this will surprise 
you…2000 small and medium sized companies.  The S&P 500 represents 500 
large U.S. companies.  Since February 8, 2018, the Russell 2000 is up +16.20% 
versus the S&P 500 is up +11.50%.  The big money flow elephant sized 
institutional shares tend to leave a big footprint! 
 
Add that money flow onto the $1 trillion in Corporate America buy backs of their 
own outstanding shares (Source: Goldman Sachs, i.e. up 46% from 2017) and 
you have an upward trend in the prices of Corporate America that will likely 
continue into 2019 and perhaps beyond. 
 
Sign #2 remains very positive. 
 
 

3) Indicator: Leading Economic Indicators (LEI) 
 Where to find it: www.businesscycle.com or 

www.newyorkfed.org/research/global-
economy/globalindicators.html 

 What to look for: Trends up or down for three to four months 

 
(Positive) 
The Conference Board’s Leading Economic Index (LEI) increased +.60% for the 
most recent month, which is really (really) good! 
 
The reason the LEI is one of our most important signs of a changing economy is 
because it represents ten different parts of our economy that tend to be forward 
looking.  This index has a history of “peeking around the corner” to see what our 

http://www.businesscycle.com/
http://www.newyorkfed.org/research/global-economy/globalindicators.html
http://www.newyorkfed.org/research/global-economy/globalindicators.html
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economic backdrop looks like six to nine months in the future.  So, March 
through June of 2019. 
 
The above posted +.60% for the month, is up +2.70% year to date and about 
+5.50% annual rate.  As you will see below in Sign #7, our economy is currently 
expanding at one of the fastest rates in our country’s history, yet still less than 
+5.50%.  Thus, there is likely an even more powerful economic backdrop on the 
horizon. 
 
My personal observation is that we can expect a continuation of the growth in our 
economy, based on the prior year’s increases in LEI: 
 
    2015 +2.40% 
    2016 +1.20% 
    2017 +3.10% 
    2018 +5.50% 
 
In addition, the Conference Board reported that nine of the ten indicators that 
make up the LEI increased, i.e. were positive, for the current month.  One was 
unchanged, and none were contracting. 
 
This is a very positive Sign #3!  That said, recall that, like many things in life, too 
much of a good thing can turn into a bad thing! 
 
As noted above in Sign #1, PCE, the Federal Reserve measures inflation by 
measuring the growth of PCE, not the Consumer Price Index (CPI), Sign #7 
below, as many believe.  With PCE now growing at +2.30% versus the Fed target 
growth of +2.00%, it will be critical that inflation stay the same.  The shares of 
Corporate America have not historically done well with inflation. 
 
I have also highlighted here several times before, the Chemical Activity 
Barometer (CAB).  All things chemical tend to happen before many other 
activities in our economy.  So, this is also one of the first to show a weakening 
economy. 
 
This month the CAB remained flat at 122, right where it has been for the last 
three months.  To me, this suggests the economy is up to altitude and ready to 
“cruise” without the need for us, as investors, to overly worry about inflation at 
this time. 
 
Sign #3 is very positive.  

 

4) Indicator: Employment rate and after-tax personal income 
 Where to find it: www.bls.gov 
 What to look for: A flattening, then downward trend in non-farm 

employment with a flattening to decreasing after-tax 
income would be a negative indicator.  The appropriate 
trend would, of course, be a positive trend indication 

http://www.bls.gov/
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As stated above in Sign #3, The Leading Economic Index (LEI), too much of a 
good thing can turn into a bad thing.  Sign #4, right here, is where we will watch 
to see if that fly in the room hits the ointment? 
 
What do I mean by this?  Well, the post World War II statistics show the three 
biggest inputs to the cause of inflation are demand of products (both PCE, Sign 
#1 and government demand), energy and labor. 
 
If demand is up, and it is as noted above in Sign #1, it is usually because more 
people have jobs, are earning money, paying taxes and buying stuff.  And they 
are!  All of this combined can cause inflation in the system.  Inflation, in and of 
itself is not a bad thing.  For example, you and I want some level of inflation in 
the system because as we know deflation measures a contracting economy, i.e., 
recession, or worse, depression. 
 
An economy inflating between 2%-3%, right where we are today, see Sign #1 
above, is ideal.  North of 3%, but below 4%, is an aha moment and above 4% is 
not good for the share values of Corporate America. 
 
This month, 201,000 new jobs were created but that pesky birth/death model 
created 104,000 of those jobs.  Recall, the birth/death model is a survey the 
government does by telephone to businesses to inquire if they are hiring and if 
so, how many people.  If the company doesn’t answer the phone, as in they are 
out of business, the survey assumes all people got new jobs elsewhere.  So, a 
large margin of error. 
 
If the B/D survey is backed out, about 97,000 “real” new jobs were created.  My 
guess is that reality is somewhere between the two.  We do know the 
unemployment rate is below 4% at 3.9%.  A reading below 4% tends to happen 
before wages, i.e. inflation starts to rear its ugly head.  We are there, and I am 
watching this stat closely! 
 
We do also know the “quit rate”, voluntary quits as a percentage of job 
separation, is 2.30% and a 17-year high.  This means people remain in their 
current jobs and are not job hopping for higher pay, yet. 
 
Per a July 2018 Market Watch article by Jeffry Bartash, we also understand one 
U.S. trucking company offered their biggest pay increase in its history to satisfy 
their truckers. 
 
Our nephew works in Seattle and was forced to join the labor union.  His 
company is on strike for higher pay, as I write. 
 
Sign #4 is great right now.  People are working, spending and happy.  I will watch 
closely to see if, and when this positive trend starts to morph negative.  For now, 
Sign #4 is very positive. 
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5) Indicator: Durable goods spending 
 Where to find it: www.census.gov/indicator/www/m3 
 What to look for: An increasing or decreasing trend, especially a trend of 

four to five months out of six would be a positive or 
negative sign 

 
These long shelf-life items like non-perishable, non-fashion items are usually the 
first to show signs of a slowing economy.  Remember, these are items we can do 
without, if need be. 
 
New orders decreased -1.70% for the most recent month.  This decrease, down 
three of the last four months, followed a +.70% increase in June.  Shipments 
decreased -.20%, after two monthly increases.  Inventories increased +1.3%, up 
eighteen of the last nineteen months. 
 
As noted above, the purchase of washers and dryers, clothing, etc. are durable 
goods of which the purchase can be delayed if the money to buy them is not 
readily available.  Thus, durables are a bit of the “canary in the coal mine” in that 
if they start to die there might be gas in the coal mine, a warning to get out! 
 
That said, and as detailed in the July update, there can be weirdness in the input 
data.  There is personal impact, people are on summer vacation and not in 
stores, and seasonal demand such that if you are on vacation you really aren’t 
buying stuff you don’t need now but will buy when you get back home. 
 
Because of this, it is a little hard to look at the above data and interpret the new 
orders to suggest the canary’s eyes are bulging! 
 
It is for that reason I love to look at trends!  Here are the same seven months of 
data for new orders YTD for the past few years: 
 
2014: +29.60% 
2015: +9.20% 
2016: +4.50% 
2017: +7.10% 
2018: -1.30% 
 
Definitely does not trend well! 
 
That said, per the Texas Manufacturing Outlook Survey dated August 27, 2018 
(We use Texas as the economy is really big, diversified and well detailed.) 
 

• Capacity utilization unchanged month over month 

• Raw materials index moved down from recent highs 

• Finished goods index fell 34% month over month 

http://www.census.gov/indicator/www/m3
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• Compensation costs (wages… huge inflation contributor) “continue to rise 
at a faster clip than normal”! 

 
Some anecdotal evidence that worries me: 
 

• The American Trucking Association Tonnage Shipped Index is +860% 
higher than 2017.  People are really buying “stuff” as detailed above in 
Sign #1! 

• As the old saying goes, copper has a PHD in Economics, meaning copper 
prices tend to lead the economy (like the CAB noted above in Sign #3).  
This suggests the price of copper leads the economy.  As of 9/7/2018, the 
price of copper is down almost 30%!  Ugh!! 

 
For now, Sign #5 is so good the canary’s eyes are bulging, but the canary is 
alive!  There is gas in the coal mine, but not yet lethal—watching it! 
 

 

6) Indicator: S&P 500 Earnings per Share growth 
 Where to find it: www.standardandpoors.com 
 What to look for: Two quarters of S&P 500 earnings per-share growth, up 

being a positive trend and down being a negative trend 

 
 

(Positive) 
The corporate earnings of Corporate America have been, literally, off the chart 
good!  From here we will have to go with the advice of Yogi Berra who once said, 
“It’s tough to make predictions, especially about the future!”. 
 
If you go back to the July 2018 issue of The Seven Signs you will read under this 
Sign #6 that I wrote:  “I expect this earnings season to be the best of my thirty-six 
years as an investment advisor!”. 
 
Done!  In the bag Gordo!  Per FactSet, August 31, 2018 S&P earnings growth for 
2Q2018 increased +25% for the quarter and is the highest growth rate since 
3Q2010 at +34.10%!  Wow! 
 
Because the valuations of Corporate America are not up the same 25% as the 
earnings of Corporate America, they are by default cheaper than any period 
since 2016, at a price to earnings of 16.1X. (Source:  Bloomberg and FactSet) 
 
Per Yardini Research, the full year 2018 S&P 500 earnings per share (EPS) for 
Corporate America is now projected to be $162.17, the highest ever recorded! 
 
Before we get to our “Rule of 20” Fair Market Value (FMV) calculation for the 
value of Corporate America as measured by the S&P 500, let’s compare the 
price to earnings (P/E) ratio (which is a measure of risk) for the S&P 500 to the 
U.S. Treasury 10 year treasury bond, the current investment to be valued as less 
risky: 

http://www.standardandpoors.com/
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Price of the S&P 500 on 9/10/18:  2877.11 
Divided by Yardini earnings of:         ÷ $162.17 
Equals a price to earnings (P/E) of:     17.74X 
 
2019 earnings:    $178.80 
Equals a price to earnings (P/E) of:     16.09X 
 
10 Year U.S. Treasury Bond value: $1000.00 
Divided by the yield as of 9/10/18:         2.94% 
Equals a price to earnings (P/E) of:       34.01X 

 
Price paid to what the investor earns is a measure of risk.  The higher the ratio, 
the higher the risk.  Is 34.01X P/E higher than 16.09X P/E?  Yes it is!  Hence, 
numerically and quantifiably there remains more risk to your money in a 10 year 
U.S. Treasury Bond than the ownership of Corporate America! 
 
Now let’s take a quick look at where the valuations of Corporate America stand 
versus Fair Market Value (FMV). 
 
I will use Yardini’s $169.03 per S&P 500 share for our 2018 Fair Market Value 
(FMV) estimate, using “The Rule of 20.” 
 
To use “The Rule of 20” you just subtract the inflation rate from 20.  I will use the 
same inflation rate the BEA used in calculating the Gross Domestic Product 
(GDP) “second estimate” for 2Q2018 released August 28, 2018 of 3.24%. 
 
The result becomes your multiplier and is multiplied by the respective year’s 
earnings per share to calculate the Fair Market Value (FMV). 
 

• 20 – 3.28 = 16.76 

• 2018 S&P 500 earnings estimate = $162.17  

• 2019 S&P 500 earnings estimate = $178.80 

• 2018 $162.17 x 16.76 = 2,717.96 

• 2019 S&P 500 earnings estimate = $178.80 x 16.76 = 2,996.69 
 
As of 9/11/2018, the S&P 500 trades at 2,877.11  
 
Not only is this market not overvalued, but how can it be overvalued when the 
underlying fundamentals and earnings are projected to keep getting better! 
 

 

7) Indicator: Inflation/deflation numbers 
 Where to find it: www.bls.gov/ppi/ or www.bls.gov/cpi/ 
 What to look for: An interruption to the consistent but modest increase in 

the cost we all pay for goods and services 

 
(Positive) 

http://www.bls.gov/ppi/
http://www.bls.gov/cpi/
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All the goods and services we produce in the U.S. economy are measured via 
the Gross Domestic Product (GDP).  The government agency that collects and 
reports this data is the Bureau of Economic Analysis (BEA).  The BEA reports 
GDP as “real” since they back out any GDP growth related to inflation. 
 
In the BEA’s “second estimate” of U.S. GDP for 2Q2018, they used +3.24% as 
their effective annual deflation rate.  Even after the BEA adjusted the economic 
growth for what I would suggest is a pretty high rate of inflation, the economy 
(GDP) grew at an annualized +4.23%! 
 
As we left 2017, the annualized GDP was +2.90%.  A jump up to +4.23% in 90 
days doesn’t seem like a big deal, but to grow a $20 trillion dollar economy at a 
45% rate in a 90 day period is rare air.  Where I grew up you might say the 
economic accelerator was “floored”! 
 
There are two key observations going on here.  First, that level of economic 
growth quantifies exactly what the Conference Board’s Leading Economic Index 
(LEI) suggested it would be six and nine months ago.  Remember the “peek 
around the corner” in Sign #3 above?  Well, this is the look back to note if the LEI 
was correct and the answer is yes and wow! 
 
The second observation is also a wow, but with a hmmmmmm!  The observation 
is that BEA inflation rate used as the GDP deflator of +3.24%.  The investment 
markets don’t do well with inflation.  That is a quantifiable fact.  It is also the 
reason we will now once again step back and observe the various inflation 
measuring stick sources. 
 
Keep in mind, the Federal Reserve will increase or reduce short-term interest 
rates based on the rate of growth in just one indicator, which is Sign #1 above, 
Personal Consumption Expenditures (PCE).  From Sign #1 above: 
 

✓ +2.30% Personal Consumption Expenditures (PCE) 
✓ +3.24% Bureau of Economic Analysis (BEA) 
✓ +2.26% Bureau of Labor Statistics (BLS) 
✓ +2.80% The Producer Price Index (PPI) (inflation at the manufacture level) 
✓ +2.90% The Consumer Price Index (CPI) (inflation at the household level) 

 
As detailed above in Sign #4, paragraph four, “an economy inflating between 
+2%-+3% is ideal!”.  Based on these five key inflation measuring sticks, we are 
still fine.  That said, if you go back and reread Sign #3, our peek around the 
corner six to nine months in the future, it remains very positive, as it was six to 
nine months ago.  If the economy experiences equal growth going forward, the 
economy I referred to as “accelerator is floored” could push to redline, i.e. in a 
combustion engine red line is where too many revolutions per minute (RPM’s) 
blow up your engine, or in this case our economy.  For now, Sign #7 is so 
positive it may be a bad thing! 
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The opinions voiced in this material are for general information only and are not 
intended to provide specific advice for every client. 

 
All performance referenced is historical and is no guarantee of future results.  All 
indices are unmanaged and cannot be invested into directly. 
 
•The economic forecasts set forth in the presentation may not develop as 
predicted and there can be no guarantee that strategies promoted will be 
successful.  
•Stock investing involves risk including potential loss of principal 
•Government bonds and Treasury bills are guaranteed by the US government as 
to the timely payment of principal and interest and, if held to maturity, offer a 
fixed rate of return and fixed principal value.  
•The Dow Jones Industrial Average is comprised of 30 stocks that are major 
factors in their industries and widely held by individuals and institutional 
investors.  
•The Standard & Poor’s 500 Index is a capitalization weighted index of 500 
stocks designed to measure performance of the broad domestic economy 
through changes in the aggregate market value of 500 stocks representing all 
major industries. 
 

 


