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The subject of thIS week's letter is foreordained. It is our business to comment on flnancial 

numbers. and on Wednesday, as the entire world is now aware, the granddaddy of such numbers, the 
Dow J_ones.lndus.tr;ial.Av.e.rage"fin'!-lly postecl.a ,,-lose.above 3000. 

The press recounted the entire- saga in tender lovin-Ii detaH:----Therewere""; first, ~those six .... -
days in mId-July last year when the average's intra-day peak probed above the 3000 level, but it 
was able to do no better than close at 2999.75. accomplishing this on two consecutive days, July 
16 and 17, from which level the 1990 downswing began. By February 13, 1991 the S & P 500 and a 
number of other averages had recovered to above their mid-1990 peaks. 8y mid-March. they were 
well above those levels, but the best the Dow could do was put on another couple of mtra-day 
figures above 3000, never managing to close abOVe 2973. Finally, on Tuesday, that figure was 
exceeded. followed by the attainment of the I1 magic" lev!')l the next day. 

There are a number of aspects of the event that are worth comment. The first is that it is 
all, of course, absolutely Irrational. The accidental attainment of a numbel" ending in thl"ee 
zeros by an average whose construction has been widely subject to cnticlsm is. of course, of no 
intrinsic importance whatsoever. It made headlines. though. because the market. thank goodness. 
is made up of people, and people are, again thank goodness, often less than totally rational. It 
is the collective action of indivlduals in the marketplace that constitutes the techniclan's field 
of study. If those indiViduals tend to become obsessed with a particular number. as they 
obviously have been since last July. 50 be it. 

The hoopla underscores another point that We have often made. the fact that the "unscienhflc" 
DJIA is unfairly criticized. It remains the primary piece of shorthand Which those of us 
concerned with equity markets can use to commurucate to each other a summary of those markets' 
action. The simple fact is that everyone knows that the Dow has been flirting with 3000 for 
almost a year. We are willing to venture that few know the S & P Composite is within a couple of 
percentage points of the round figure of 400, and we would also guess that it will not be 
front-page news when it attains that figure. 

,-

_ _ __ The Dow's nine-month dalliance with 3000 pales by comparison with the first time that 
1 ndics tor reacheathefol:rr-::---di~p t ~ leVel~-The-"-i OOO .. "tevel-;-it--=-may -be ~remembered .-exerclsed .... some-sor-Lt __ ~_I_ .. __ , 
of fatal attraction for the market for something over 17 years. On October 19, 1965, the average 
f,rst managed an intra-day peak within 5% of the 1000 level. Four months later, it actually 
attained that goal on an intra-day basis, reaching 1001.11 on February 9, 1966 (much like the 
attainment of 3000 in July, 1990). The peak close, however, was 995.15, marking the high of the 
1962-66 bull market. By October, 1966, the Dow was in the low 700's, and it was two more years, 
Fan 1968, before 1000 was again approached. An approach was the best it could do, since the 
1968-70 bear market intervened. A recovery toward 1000 in April, 1971 was turned back, followed 
by a couple of more attempts in the spring and summer of 1972. It was finally in November, 1972, 
six years and five months after the first attainment of 1000 intra-day, that the Dow managed to 
close there. 

The epic. however. was by no means over. The general vicinity of 1000 was to remaIn an 
effective ceiling for the next ten years. The 1970-73 bull market topped out at 1051.70, and the 
1974-76 upswing peaked at 1014.79. The April, 1981 peak was 1024.05, and it was not until 
January, 1983, on the way to 1287 the following November, that the index bid good-bye to the 
general area of 1000 for the last hme. 

Recalling that Whole episode reminds us that, although its behavior may have been quite 
Similar, the Dow was quite different back in that era. Eight stocks (American Brands, Anaconda, 
Chrysler, Esmark, General Foods, Manville Corp., and Owens lllnois) are no longer in the index, 
having been replaced by American Express, Boeing, Coca-Cola, IBM, McDonalds, Merck, Minnesota 
Mining, and Philip Morris. When 1000 was first touched in February, 1966. the heaviest weighted 
portion of the average, at 16.67%, was steel and metals, an area whose weight is now 7.85%. 
Chemicals accounted for 15% of the Dow in 1956 and now account for 6%. The weight of the auto 
industry. almost 10 percent in 1966. has been cut in half. There was. a quarter of a century ago. 
no representation of the computer. and health care industries in the average, whereas IBM and Merck 
are now its two largest components. Despite a totally changed market environment. though. the 
public'S fascination with round numbers persists. 

The questIOn at the moment. is whether the "pull" of a round number wlli hold the index In the 
3000 Vicinity over the next decade as was the case in the 1970's. Luckily. 2000 revealed no such 
attraction, as the average crashed through it on the way to its 1987 high and had left it 
permanently behind by late 1988. How soon we wIll be able to devote thls space to a discussion of 
the 4000 level remains an unanswered question. 
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