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Since End of 1999, U.S. Stocks’ Performance Has Been the All-Time Clunker; Even 1930s Beat It

Dubious Distinction

This decade is on pace fo be the worst p'eridd aver for owning stocks. Below are the annual
returns, by decade, for a bread measure of stock-ownership. Even periods during the Civil War

and World War | fared bettern,

Raifroad stocks were a big part of the

stock market during the latae 1800s.

The market euphoria of the 1920s ended b
in the Great Depression, which lasted

the batter part of a decade,

Photos: Associated Press (1682); Getty images

By Tom LAGRICELLA

a2 U.S. stock market is

wrapping up what is fikely

to be its worst decade
ever.

In nearly 200 years of re-
corded stock-market history, no
caléntar deeade has seen such a
dismal ‘performance as the
2000s.

Investars would have been
hetter off investing in pretty
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{1025, 1935 and 1987); Bloomberg News (20005}

much anything else, from bonds
te gold or even just stuffing
money ander a mattress. Since
the end of 1999, stocks traded on
—— the New York Stock

ABREAST  Exchange have lost
OFTHE  an average of 0.5%
MARMET 2 year thauks to

————‘the twin bear mar-
kets this decade.

The period has provided a
lesson for ordinary Americans
who used stocks as their pri-
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the Great Depression Tn Jowa.

mary way of saving for retire-
ment,

Many investors were lured to
the stock market by the bull
market that began in the early
1980s and gained force through
the 1990s. But coming out of the
1990s, the best calendar decade
in history with a 17.6% average
annual gain, stocks had simply
gotten too expensive, Companies
also pared dividends, cutting
into investor returns, And in a

| 1930s
- ~0.2%

Unemployed man queuing for food during

18.2

Bill Gates.

Brothers, faltered.

time of financial panic like 2008,
stocks were a terrible place to
invest,

With weeks to go in 2009,
the declines since the end of
1999 make the last 10 years the
worst calendar decade for stocks
going back to the 1820s, when
reliable stock market records be-
gin, according te data compiled
by Yale University finance pro-
fessor William Goetzmann. He
estimates it would take a 3.6%

Markets during the 80s dnd 905 were
fixated on the cheap and powerful
computing power created by Microsoft's

Earon Corp, fell during the early part of -
the decade, An international crisis arose b
in 2008 as financial firms,
Countrywida Financial and Lehiman
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such as

rise between now and year end :
for the decade to come in better :
than the 0.2% decline suffered :
by stocks during the Depression :
years of the 1930s, :
The past decade aiso well un-
derperformed other decades :
with major financial panics, such J
as in 1907 and 1892,
“The last 10 years have heen
a nightmare, really poor”
for U.S. stocks, said Michele
Please turn to page 2

PAST PERFORMANCE IS NOT INDICATIVE OF FUTURE RESULTS. THE RISK OF LOSS EXISTS IN FUTURES TRADING.
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Some Bright Spots, Yes, but Twin Bear Markets in 10 Years Maul US. Stocks

Continued from page (1
Gamhera, chief econonist at Ih-
hetson Assaclates.

While the overall market
trend has been 4 steady march
upward, the last decade is a re-
minder that stocks can de-
cline over long periods of time,
he said,

“It's not frequent, but it can

happen,” Mr, Gam-
ABRERST  hera said.
(F THE o some degree
WARKET  these statistics are
a quirk of the cal-
endar, based on when the 16-
vear period starts and finishes,

The 10-year periods ending in
1937 and 1938 were worse than
the most recent calendar decade
because they capture the full ef-
feet of stocks hitting their peak
101929 and the October crash of
that year,

From 2000 through Novem-
ber 2009, investors would have
been far Dbetter off owming
bonds, which posted gains rang-
ing from 5.6% to more than 8%
depending on the secter, accord-
ing to [bhotson. Gold was the

best-performing asset, up 15% 4
vear this decade after losing 3%
each year during the 1990s,

This past decede looks even

worse when the impact of infla-

" tion is eonsidered, :
Since the end of 1959, Stan-

dard & Poor's 500-stock index
has lost an average of 3.3% a
vear on an inflation-adusted ha-
sis, comparad with a 18% aver-
age anmual gain during the 1930s
when deflation afflicted the

econormy, decording to data com-

piled by Chirles Jones, finance
professor at  North Caro-
lina State University. His data

use dividend estimates for 2009
and the consumer price index for

the 12 months through Novern-
ber,

Tven the 1970s, when hear
market was coupled with infla-
tiom, wasn't as bad as the most
recent period, The S&P 500 lost
14% after inflation during that
decade,

That is especially disappoint-
ing news for investors, consider-
ing that a key goal of Investing
in stocks is to increase money

i_osmg Groun'

ha;le; Jones, I‘lu{th _E_arfgflpa St_a__té_':

faster thay inflation,
“This decade is the big loser,”
sald Mr. Jones.

For investors counting on
stocks for retirement plans, the
most recent decade means many
have fallen behind retirement

* goais, Many financial plans as-

sume & 10% annual ratumn for
stocks over the long term, hut
over the last 20 years, the S&P
500 is registering 8.2% ammal
gains,

Should stocks average % a
year for the next decade, that
viowld lift the 30-year average
return to only 88% said M
Jones. It is even worse news for
those who started investing in
2000; 3 10% refurn a year would
get them up to only 44% a year,

There were ways to make
meney in 0.8, stocks during the
last decade, But the returns
paled in comparison with those
posted in the 1990s.

(f the 30 stocks today that
comprise the Dow Jones indus-
irial Average, only 13 are up
since the end of 1999, and just
two, Caterpillar Inc. and United
Technologies Corp., doubled
over the 10-year span.

So what went wrong for
the 118, stock market?

For starters, i turned out
that the old rules of valu-
tion matter,

“We came fnfo this decade
horrhly overpriced,” said Jer-
emy Grantham, co-founder of
noney managers G0 LLC,

In late 1699, the stocks in the
S&P 500 wete trading at about
an all-time high of 44 times
earnings, based on Yale profes-
sor Robert Shiller's measure,
which tracks prices-compared
with 10year earnings and ad-
justs for inflation, That com-
pares with a long-tun average of
about 16,

Buying at those kinds of val-
ues, “you'd better helieve you're
going to get dismal retns for a
considerable chunk of fime”
said Mr. Grantham, whose firm
predicted 10 years ago that the
542 500 likely wonld lose
nearly 2% a year in the 10 years
through 2009,

Despite the woeful returns
this decade, stocks today aren't
a steal, The S&P is trading at 4
price-to-earnings ratio of about
20 on: M. Shiller’s measure,

Mr. Grantham thinks
U.S. large-cap stocks are about
30% overpriced, which means

returns should be about 30%
lass than their long-term aver-
age for the next seven years,
That means retuins of just 15%
& Vear before adding in inflation,

Another huzedle for the stock
market has been the decline in
dividends that hegan in the late
1880s,

Over the long term, divi-
dends have played an impor-
fant role in helping stecks
achieve a 9.5% average annual
refarr: since 1926, But since
that year, the average yield on
S&P 500 stocks was roughly
4%, This decads it has averaged
about 1.8%, said North Caro-
lina State’s M. Jones,

That differance “doeswt
sound Hke mouck,” said Mr.
Jones, “aut you've got to make
it up through price apprecia-
tion.” Unless dividends rise
back toward their long-term av-
erages, Mr. Jones thinks inves-
tors may need fo Jower expec-
tations, Rather than the nearly
10% a year that has been the
historical average, stocks may
be good for only about 7%,

PAST PERFORMANCE IS NOT INDICATIVE OF FUTURE RESULTS. THE RISK OF LOSS EXISTS IN FUTURES TRADING.



