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ABSTRACT 

In  this  paper  we use  Principal  Component  Analysis  (PCA)  to  show that  the  dimension  of  the  Dow sample
data  (which  is  30)  can  be  reduced  to  be  three  (i.e.,  three  dominant  business  sectors),  while  capturing  the
most  of  its  total  variance.  Using PCA we also conclude that  during the time period of  the sample data,  the
stock prices included in the Dow were in the trend of increasing. In addition to PCA, we apply factor analysis
to identify the three business sectors which had the strongest presence during the time period: Health Care,
Individual Consumer Credit & Goods, and Information Technology Intensive Business. Furthermore, we show
that the individual consumer credit & goods sector had the highest growth rate during the time period of the
sample data.  
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