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If you’re like many of us aging baby boomers, you probably are taking an increased interest in the  Standard & Poor’s Index.  The more familiar Dow Jones is a bigger number and the upstart Nasdaq offers a trendy look at tech stocks, but it’s the S&P 500 that matters most to us -- and is curiously omitted from way too many daily financial summaries.

The S&P Index represent 500 of the largest capitalized companies traded on Nasdaq and the New York Stock Exchange.  The reason it matters to us is that it’s the best indicator of how our 401(k)s and stock portfolios are doing, especially if we keep a good portion of those assets in an S&P 500 index fund.

So how did Standard & Poor’s get started?  Was there some guy named Standard?  Was he poor?  Here’s a little history to leaven your celebration or lighten your angst as the market soars and crashes:

The whole thing began in 1860 when Henry Varnum Poor wrote a tome called “The History of the Railroads and Canals of the United States.”  At the time the railroads were by far the most important (and largest capitalized) industry in the country.  Poor’s detailed description of their finances and operations set the standard for in-depth business reporting.

In 1868 Henry Vaurnum Poor joined with his son, Henry William Poor, to form H.V and H.W. Poor Company (clever name).  Its principal business was updating the “Manual of the Railroads of the United States.”  Poor and Co. did well selling its one-industry report and expanded into insurance and banking ventures.

In 1906, Luther Lee Blake formed Standard Statistics to report on all the other (non-railroad) industries.  The company bought out other agencies and began rating stocks and bonds. By the Roaring 20s Standard Statistics was competing with Poor’s Publishing Co., a combination of the old Poor’s railroad manual operation and Moody’s Manual Co., a financial information company.

Standard Statistics starting tracking an index of stock prices in 1923 and both Standard and Poor’s advised their clients to bail out of stocks early in 1929.  Did they listen?  Not so much.

The companies finally got together in 1941 after the stock market crash resulted in a bankruptcy for Poor’s.  The combined Standard & Poor’s published an analysis of municipal and corporate bonds.  It also got into the new field of Direct Mail and began expanding both its services and customer base.  By the end of the war (right around the time the first batch of us boomers were really babies) S&P was getting a big chunk of its revenues from activities that neither company had pursued when they merged.

The S&P 500 index was introduced in 1957 and in 1962 the company went public. It was acquired by McGraw-Hill four years later.  Shortly thereafter it began charging for rating services of municipal and corporate bonds.  In 1976 it was recognized by the SEC as an “official” statistical rating organization because of its “...independence, objectivity, credibility, and transparency.”  Apparently this was done without irony.

In the late 1970s S&P expanded its bond rating operations to include rating insurance companies and mutual funds and in the 1980s it began expanding around the world, opening offices in more than 20 countries. The 1990s brought more and more services, including new stock indexes: the MidCap 400 and the SmallCap 600 among others.  

Globalization brought its ups and downs and technology brought increased efficiencies.  A day after 9/11, S&P issued a report on the “stability and strength” of both U.S. and global markets.  By 2003 S&P was capable of offering customized index reports on both domestic and international stocks and bonds. The S&P 500 is now updated every 15 seconds when the market is busy.

So now you know.  It started out in the nineteenth century with the Poor’s (father and son) railroad manual business and became Standard through acquisition before we were born.  The base of the business has always been statistical analysis of varying kinds, which gives the S&P  a certain credibility. We hope. As we watch the S&P 500 go up and down we can be confident that our retirement funds will last as long as we do.  Or not.

The S&P 500 hit 1553 in March of 2000, before the dot-com crash.  It fell to 769 in October of 2002.  The all-time high was 1565 in October of 2007.  It dived to 677 in March of 2008, then climbed back above 1200.  Let’s see, where are we now... oh. 

One final note: Much of this information comes from a Standard & Poor’s web site.  So we can trust it.  


