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Cracking the Dow 20,000 Barrier  
 
The closely-watched Dow Jones Industrial Average (The Dow Industrials) just breached the 
psychologically-important 20,000 milestone level. The Dow Industrials, which surged 16.5% last 
year for its best annual gain since 2013, is operated, maintained and defined by S&P Dow Jones 
Indices as a price-weighted index that measures the performance of 30 U.S. blue-chip companies.  
Price-weighted means that the effect that a single stock has on the Dow’s overall index level is 
proportional to its size. Collectively, the top ten constituents have a combined weighting of nearly 
60%. All 30 companies are characterized as mega-cap in size, ranging in market capitalization from 
$33.6 billion to $629.2 billion.  
 

Interestingly, the component companies in the Dow Industrials are not all classified as “industrials.” 
In fact, only a majority of major industries are represented within the index, leaving a significant 
swath of the equity market unrepresented, namely transportation, utilities and real estate. This is  
the primary reason that more broad-based indices, such as the S&P 500, are a better representation 
of market returns.       
 

While it is fun to quote this index as a measure of market returns, it is not a true measure of overall 
performance. The Dow Industrials was introduced in May 1896 and rightfully bills itself as one of the 
“best-known icons of American culture and stock market observers around the world.”  We can see it 
is not a broad-based index and possesses subjective membership criteria that allow just a few stocks 
to significantly move the index.   
 
Is Attaining Dow 20,000 a Bellwether Event? 
 

History shows the Dow Industrials first broke above the 10,000 mark on March 29, 1999 when 
internet stocks bedazzled investors. Back in the late 1990’s, many may recall then-Federal Reserve 
Chairman Alan Greenspan labeling the equity markets as having “irrational exuberance” in the 
period just ahead of dot.com bubble burst and steep equity correction that soon followed. “Dow 
15,000” was reached not that long ago in May 2013.  More recently, despite a lengthy period of see-
sawing above and below Dow 18,000 during the first half of 2015, who can forget the 12.5% and 
13.4% market plunges ending respectively on February 11th and August 15th this past year.  More 
recently, its strongest post-election run-up for any incoming new U.S. president on record helped the 
Dow reach 19,000 this past November 22nd. 
 

While we take time to celebrate the Dow reaching 20,000 and reminisce about how far and fast 
stocks have moved in ages past and more recently, we should always remember that market experts 
agree these thresholds themselves really do not influence the market’s longer-term direction.  
Financial analysts, strategists and other modern portfolio theorists agree that it’s the fundamentals 
— like earnings, stock valuations, and overall economic growth — that in the end decide future 
market performance. 
 

Overall, our outlook remains one of tempered optimism, with the bull market likely to remain 

intact, but facing headwinds from stretched valuations, diminishing central bank stimulus and 

frothy investor sentiment. Looking at the broader-based S&P 500, at present elevated levels, we 

remain concerned that financial markets may have gotten ahead of themselves too quickly.  

Notably, the 12-month forward P/E ratio for the S&P 500 has traded above its long-term averages.  

For now, we view concerns for an overly aggressive Fed rate hike environment and current 

geopolitical issues as moderate tail risks that could disrupt our expectations for another solid year 

for global equities. 
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About Tower Square Investment Management® 
Tower Square Investment Management LLC is an SEC registered investment adviser owned by 
Cetera Financial Group

®
. It provides investment research, portfolio and model management, and 

investment advice to its affiliated broker-dealers, dually registered broker-dealers and registered 
investment advisers. 
 
About Cetera Financial Group® 
Cetera Financial Group (Cetera) is a leading network of independent retail broker-dealers 
empowering the delivery of objective financial advice to individuals, families and company 
retirement plans across the country through trusted financial advisors and financial institutions. 
Cetera is the second-largest independent financial advisor network in the nation by number of 
advisors, as well as a leading provider of retail services to the investment programs of banks and 
credit unions.   
 
Through its multiple distinct firms, Cetera offers independent and institutions-based advisors the 
benefits of a large, established broker-dealer and registered investment adviser, while serving 
advisors and institutions in a way that is customized to their needs and aspirations. Advisor 
support resources offered through Cetera include award-winning wealth management and 
advisory platforms, comprehensive broker-dealer and registered investment adviser services, 
practice management support and innovative technology. For more information, visit 
ceterafinancialgroup.com. 
 
"Cetera" refers to the network of retail independent broker-dealers encompassing Cetera Advisors, 
Cetera Advisor Networks, Cetera Investment Services, marketed as Cetera Financial Institutions, 
Cetera Financial Specialists, First Allied Securities, Girard Securities, and Summit Brokerage 
Services.  
 
Disclosures 
The material contained in this document was authored by and is the property of Tower Square 
Investment Management LLC. Tower Square Investment Management provides investment 
management and advisory services to a number of programs sponsored by affiliated and non-
affiliated registered investment advisers. Your registered representative or investment adviser 
representative is not registered with Tower Square Investment Management and did not take 
part in the creation of this material. He or she may not be able to offer Tower Square Investment 
Management portfolio management services. 
 
Nothing in this presentation should be construed as offering or disseminating specific investment, 
tax, or legal advice to any individual without the benefit of direct and specific consultation with 
an investment adviser representative authorized to offer Tower Square Investment Management 
services. Information contained herein shall not constitute an offer or a solicitation of any 
services. Past performance is not a guarantee of future results. 
 
For more information about Tower Square Investment Management strategies and available 
advisory programs, please reference the Tower Square Investment Management LLC Form ADV 
disclosure brochure and the disclosure brochure for the registered investment adviser your 
adviser is registered with. Please consult with your adviser for his or her specific firm 
registrations and programs available. 
 
No independent analysis has been performed and the material should not be construed as 
investment advice. Investment decisions should not be based on this material since the 
information contained here is a singular update, and prudent investment decisions require the 
analysis of a much broader collection of facts and context. All information is believed to be from 
reliable sources; however, we make no representation as to its completeness or accuracy. The 
opinions expressed are as of the date published and may change without notice. Any forward-
looking statements are based on assumptions, may not materialize, and are subject to revision. 
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Disclosures (con’t) 
All economic and performance information is historical and not indicative of future results. The 
market indices discussed are unmanaged. Investors cannot directly invest in unmanaged indices. 
Please consult your financial advisor for more information. 
 
Additional risks are associated with international investing, such as currency fluctuations, 
political and economic instability, and differences in accounting standards. 
 
While diversification may help reduce volatility and risk, it does not guarantee future 
performance. 
 
Investors should consider the investment objectives, risks and charges, and expenses of the fund 
carefully before investing. The prospectus contains this and other important information about 
the fund. Contact your registered representative or the issuing company to obtain a prospectus, 
which should be read carefully before investing or sending money. 
 
 
 
Glossary 
The Dow Jones Industrial Average is a price-weighted average of 30 significant stocks 
traded on the New York Stock Exchange and the NASDAQ. 
 
The NASDAQ Composite Index includes all domestic and international based common type 
stocks listed on The NASDAQ Stock Market. The NASDAQ Composite Index is a broad based 
index. 
 
The Russell 2000 Index measures the performance of the small-cap segment of the U.S. equity 
universe and is a subset of the Russell 3000 Index representing approximately 10% of the total 
market capitalization of that index. It includes approximately 2000 of the smallest securities 
based on a combination of their market cap and current index membership. 
 
The S&P 500 is an index of 500 stocks chosen for market size, liquidity and industry grouping 
(among other factors) designed to be a leading indicator of U.S. equities and is meant to reflect 
the risk/return characteristics of the large cap universe. 
 
The S&P SmallCap 600 measures the small-cap segment of the U.S. equity market. Introduced 
in 1994, the index is designed to track the performance of 600 small-size companies in the U.S, 
reflecting this market segment’s distinctive risk and return characteristics.   The index measures 
a segment of the market that is typically known for less liquidity and potentially less financial 
stability than large-caps, the index was constructed to be an efficient benchmark composed of 
small-cap companies that meet investability and financial viability criteria. 
 
The S&P MidCap 400 provides investors with a benchmark for mid-sized companies.  The 
index, which is distinct from the large-cap S&P 500®, measures the performance of 400 mid-
sized companies, representing more than 7% of available market cap.   
 
The S&P Composite 1500 combines three leading indices, the S&P 500, the S&P MidCap 400, 
and the S&P SmallCap 600 to cover approximately 90% of the U.S. market capitalization. It is 
designed for investors seeking to replicate the performance of the U.S. equity market or 
benchmark against a representative universe of tradable stocks. 


