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Stock market index - definition.

There are different “stock market indices”,
such as Dow Jones Industrial Average, Nasdag Composite
Index, and others.

Different stock market indices are basically
different groups of different stocks.

What does a market index do over time?

tlltl'llt

Each market index will follow collective performance
of all stocks that are in it over a period of time, using
particular metrics and methodologies.




Stock market index - definition.

Market stock indexes are collections or groups of different
stocks selected to join the list (the portfolio).

Think of a big basket full of different amounts of shares
from stocks of different companies!

This does sound like “sectors” that we covered berfore - but
stocks that join (or fall out of) anindex are usually chosen

based on their perforrmance and market cap, not industry.
Exceptions do apply though...
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Stock market index - definition.

Market stock indexes are closely followed by both
traders and investors to understand general market
conditions, which affect individual stock performances.

Three market stock indexes that are most followed are:
1) Dow Jones Industrial Average (DJIA)

2) Nasdaq composite Index (NQ)

3) S&P 500.




Stock market index - definition.

Some market indexes track large portions of the market!

Some indices will include only largest cap stocks, or all
stocks on a particular exchange, while some indices are
more narrowly focused on fractions of market or even on
emerging markets across the world.

It Is not surprising that there are more than 5000 indices
today.
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Index: Dow Jones Industrial Average (DJIA)

DJIA or simply DJ or Dow is a stock market index that tracks
collective performance of selected 30 largest and most

influential companies in the USA.
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Company
Apple Inc
AMGEN Inc.
Amazon.com Inc.
American Express Co.
Boeing Co.
Caterpillar Inc.
Salesfarce Inc
Cisco Systems, Inc.
Chevron Corp.
Walt Disney Co
Dow Inc
Goldman Sachs Group, Inc.
Home Depot, Inc.

Honeywell International Inc

International Business Machines Corp.

Intel Corp.

Johnson & Johnson
JPMorgan Chase & Co.
Coca-Cola Co
McDonald's Corp

Company
3M Co.
Merck B Co Inc
Microsoft Corporation
Mike, Inc.
Procter & Gamble Co.
Travelers Companies Inc.
Unitedhealth Group Inc
Visa Inc
Verizon Communications Inc

Walmart Inc
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Sector
Technology
Healthcare
Consumer Cyclical
Financial
Industrials
Industrials
Technology
Technology
Energy
Communication Services
Basic Materials
Financial
Consumer Cyclical
Industrials
Technology
Technology
Healthcare
Financial
Consumer Defensive

Consumer Cyclical

Sector
Industrials
Healthcare
Technology
Consumer Cyclical
Consumer Defensive
Financial
Healthcare
Financial
Communication Saervices

Consumer Defensive

Industry
Consumer Electronics
Drug Manufacturers - General
Internet Retail
Credit Services

Aesrospace B Defense

Farm & Heawvy Construction Machinery

Software - Application
Communication Equipment
Oil B Gas Integrated
Entertainment

Chemicals

Capital Markets

Home Improvement Retail
Conglomerates

Information Technology Services
Semiconductors

Drug Manufacturers - General
Banks - Diversifiad
Baverages - Non-Alcohelic

Restaurants

Industry
Conglomerates
Drug Manufacturers - General
Software - Infrastructure
Footwear B Accessories
Household B Personal Products
Insurance - Property & Casualty
Healthcare Plans
Credit Services
Telecom Services

Discount Stores

Country

USA
USA
USA
UsA
usA
UsA
usA
usa
USA
USA
UsA
UsA
UsA
UsA
usA
USA
usa
USA
UsA
UsA

Country

USA
UsSA
USA
USA
usaA
USA
usaA
USA
UsA
USA

Market Cap

Z448.25B
171.76B
1857.52B
156.19B8
95.518
152.55B
275.09B
210.51B
275.6e5B
172.56B
38.73B
156.37B
405.62B
132.39B
208.18B
98.59B
285.868
&00.95B
302.42B
217.90B

Market Cap
74.31B
278.258
3052.55B
123.22B
2596.82B
52.84B
S45.9ZB
S49.16B
185.98B
630.62B

Top 10 holdings in DJIA

Top 10 Holdings

Mame % Holdings

Unitedhealth Group Inc 9.355%

Goldman Sachs Group, Inc. 7E69%

Microsoft Corporation 5659%

Home Depot, Inc. 6.51%

Caterpillar Inc. 6.19%

AMGEN Inc. 5.02% y
McDonald's Corp 430% Consumer Services
Salesforce Inc 445% Technol Servi
Visa Inc - Ordinary Shares - Class A 438% Commercial Sen,
American Express Co. 4.24% Finance

Percent of Portfolio in Top 10 Holdings 5925%



Index: Dow Jones Industrial Average (DJIA)

DJIA companies are falling under the “blue chip” umbrella traded at NYSE.

Holdings Breakdown View Holdings as IE' =
Stocks Note: DJIA portfolio
“ 18.4% Finance ®  5.1% Consumer Services has approximately
. [ 14.2% Technology Services 5.0% Consumer Mon Durables 25% of the US stock

®
®

10.4% Retail Trade 4.3% Commercizl Services market value in total.
@ 10.1% Electronic Technology 2.3% Energy Minerals
®
[ ]

2.2% Health Services 0.8% Process Industries
2.1% Health Technology 0.7% Communications
® 21% Producer Manufacturing

Bonds, Cash & Other
@  12% Other ® 0.1% Cashand Cash Equivalents
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Index: Dow Jones Industrial Average (DJIA)

DJ |A Oct4 04225000 H42667.00 L:42252.00 C:42633.00 Vol 115.34K +316.00 {0.75%)
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#ﬂqlwuﬁ ufmw \DJIA portfolio has its own

' 40000 price that fluctuates
W depending on the prices of

ﬁﬂ“'ﬂ"w l‘ it HWI“ shares of each stock that is

W wﬁ Fl 000 in the DJIA. Final DJIA price

uu*“lﬂ“"ﬂ"ﬂ'"“ is sum of all prices per share

& of all stocks divided by
Hﬂw 45000 special Dow Divisor {:plt:ally
number of stocks in the

WWMW W’Mww N oo

/In this example, the closed
price per share was $42,633.

et
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Note: DJIA puts more importance to stocks with higher prices.
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Index: Dow Jones Industrial Average (DJIA)

1) DJIA is widely accepted by investors to be the measure of
stock performance in the USA.

2) The 30 companies that will constitute DJIA at any time point
are selected by the editors of Wall Street Journal.

3) General electric (GE) was the longest participant in the DJIA
basket (over a century!) and was removed in 2018.

4) Changes in the DJIA are usually reported as change in points,
not dollars. Points are calculated by change in the $ divided by
the so called “Dow Divisor”. Dow Divisor was introduced to offset
the effects of events in individual stocks, such as stock splits.

However, stocks with higher prices will have stronger effect on
DJIA points than lower priced ones...
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Index: Dow Jones Industrial Average (DJIA)

DJIA or simply DJ or Dow is a stock market index that tracks
collective performance of selected 30 largest and most

influential companies in the USA.
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AMGEN Inc.
Amazon.com Inc.
American Express Co.
Boeing Co.
Caterpillar Inc.
Salesfarce Inc
Cisco Systems, Inc.
Chevron Corp.
Walt Disney Co
Dow Inc
Goldman Sachs Group, Inc.
Home Depot, Inc.

Honeywell International Inc

International Business Machines Corp.

Intel Corp.

Johnson & Johnson
JPMorgan Chase & Co.
Coca-Cola Co
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3M Co.
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Mike, Inc.
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Technology
Healthcare
Consumer Cyclical
Financial
Industrials
Industrials
Technology
Technology
Energy
Communication Services
Basic Materials
Financial
Consumer Cyclical
Industrials
Technology
Technology
Healthcare
Financial
Consumer Defensive

Consumer Cyclical

Sector
Industrials
Healthcare
Technology
Consumer Cyclical
Consumer Defensive
Financial
Healthcare
Financial
Communication Saervices

Consumer Defensive

Industry
Consumer Electronics
Drug Manufacturers - General
Internet Retail
Credit Services

Aesrospace B Defense

Farm & Heawvy Construction Machinery

Software - Application
Communication Equipment
Oil B Gas Integrated
Entertainment

Chemicals

Capital Markets

Home Improvement Retail
Conglomerates

Information Technology Services
Semiconductors

Drug Manufacturers - General
Banks - Diversifiad
Baverages - Non-Alcohelic

Restaurants

Industry
Conglomerates
Drug Manufacturers - General
Software - Infrastructure
Footwear B Accessories
Household B Personal Products
Insurance - Property & Casualty
Healthcare Plans
Credit Services
Telecom Services

Discount Stores

Country

USA
USA
USA
UsA
usA
UsA
usA
usa
USA
USA
UsA
UsA
UsA
UsA
usA
USA
usa
USA
UsA
UsA

Country

USA
UsSA
USA
USA
usaA
USA
usaA
USA
UsA
USA

Market Cap

Z448.25B
171.76B
1857.52B
156.19B8
95.518
152.55B
275.09B
210.51B
275.6e5B
172.56B
38.73B
156.37B
405.62B
132.39B
208.18B
98.59B
285.868
&00.95B
302.42B
217.90B

Market Cap
74.31B
278.258
3052.55B
123.22B
2596.82B
52.84B
S45.9ZB
S49.16B
185.98B
630.62B

Top 10 Holdings

Mame
Unitedhealth Group Inc

Goldman Sachs Group, Inc.

Microsoft Corporation
Home Depot, Inc.
Caterpillar Inc.

AMGEN Inc.
McDonald's Corp

Salesforce Inc

Visa Inc - Ordinary Shares - Class A

American Express Co.

Percent of Portfolio in Top 10 Holdings

% Holdings
9.38%
769%
4595
451%
6.19%
502%
4.80%
445%
4358 %
424 5%

5925%

echno

Commercia

Finznce

Serny

Consumer Services




Index: Nasdag Composite Index (NQ)

Simply put - NQ is a stock market index of all stocks that are
traded on the Nasdaq stock exchange (more than 2,500
stocks).

Subset of NQ is NASDAQ 100 that includes largest and most
actively traded companies. Daily average volume of shares
traded has to be above 200,000 shares.

NASDAQ 100 excludes stocks that fall under the financial
iIndustry sector.

TRADING TERMINAL.com



Index: Nasdag Composite Index (NQ)

These companies are mostly technology stocks, but include
also stocks from consumer discretionary, insurance, finance,
health, industrial and transportation sectors. They are
domestic and international.

These companies are large and small caps.

NQ portfolio has more than 5,000 domestic and
international stocks.




Index: Nasdaq Composite Index (NQ)

Nanaq 100 Oct4  0:19965.50 H20263.75
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Note: NQ puts more importance to market capitalization.
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FROM BEAR BULL TRADERS

NQ portfolio has its own
price that fluctuates
depending on the prices of
shares of each stock that is
in the NQ. Final NQ price is
defined by adding up market
cap of all included assets
based on their current price,
which is divided then by a
common divider.

In this example, the closed
price per share was $20,202.3.



Index: S&P 500

Simply pout - S&P 500 is index of 500 leading companies in USA.

S&P 500 companies are selected based on large market cap, liquidity, float,
sector, finances, and trading history. They represent broader economy.

Note: when the total market value of all 500 companies drops by 5%, the
value of the S&P500 also drops by 5%.
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Index: S&P 500

S&P 500 includes companies that have at least $5.3 billion market
cap, positive earning reports last four quarters, and it has to be US
publicly traded company. So, it is focused on large caps.

Companies with larger market cap will affect S&P 500 price more
than companies with smaller cap.

S&P 500 is considered by many as stock market’'s benchmark.
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Index: S&P 500

S&P 500 Oct4  n5745.75 HS5B04.75 L:5741.00 C5785.50 Vol 1.38M

May Jun Jul Aug
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FROM BEAR BULL TRADERS

Sep Oct Nov Dec 2024 Feb Mar Apr May Jun Jul Aug

S&P 500 puts more importance to market capitalization.

+46.00 (0.80%) _

5795.50

S&P 500 portfolio has its own
price that fluctuates
depending on the prices of
shares of all stocks in the
S&P 500. Final S&P 500 price
is defined by market cap of
each company.

In this example, the closed
price per share was $5795.50.



Index: Rusell 2000

Simply pout - Russell 2000 tracks 2,000 small cap companies publicly
traded at US stock market

These companies have market capitalization between $300 million to $2
billion.

These companies have more volatile price movements.
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Index: Rusell 2000

Russell 2000 excludes stocks whose shares trade for price less than $1 or
if they are listed on pink sheets.

Russell 200 is considered by many as the benchmark for small to mid
cap companies, and often as indicator of the economy health in the USA.

These companies have more volatile price movements.
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Index: Rusell 2000
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Russell 2000 portfolio has its
own price that fluctuates
depending on the prices of
shares of all stocks in the
Russell 2000. Final Russell
2000 price is defined by last
sale price and number of
shares that can be traded of
each stock included.

In this example, the closed
price per share was $2,359.04.

Note: S&P 500 puts more importance to small market capitalization.
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Indices as benchmarks

Stock market indices are often used as benchmarks to
which performance many large investors will compare their
own investment success (or failure).

For example, if their strategy and investments made 10%
within a year while S&P 500 Index made 6%, we would say
that their strategy and investment “beat the market”.




Ssummary

Market indexes track collective performance of selected groups of assets.

Market indexes reflect market consensus of up-trend (bullish) or down-

trend (bearish).

Three major market indexes in USA are DJIA, NQ, and S&P500 but there

Is more than 5,000 currently available out there!
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