2 Charts Focused on the Long Term

Posted by Jeffrey Buchbinder, CFA, Equity Strategist with LPL Financial.

The chart below shows how punitive it can be to be out of the market on its best days. Though the S&P
500 Index is unmanaged and can’t be owned directly, it’s clear that owning stocks for the long run has
been very rewarding and moving in and out and potentially missing out on gains can be costly. Stocks
experienced some significant downdrafts during the 31-year period shown in the chart (2000-2002 and
2008-2009 to be specific) and yet the S&P 500 Index still rose an average of 9.9% per year during that

time.

Market Timing Can Be Costly
S&P 500 Index Annualized Performance (1990-2021)
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The next chart shows the probability of S&P 500 Index gains over various rolling time periods since 1950.
Based on monthly data, the index was higher in more than 80% of all rolling 3-year and 5-year periods.
Going out further, 92% of all 10-year rolling periods saw the S&P 500 move higher, while the S&P 500
was higher 100% of the time for all rolling 15-year periods. In other words, those with a greater than a
10-year investing time horizon have an excellent chance to achieve positive returns.

High Probabilities of Stock Market Gains Over Long Term

Percentage of Time S&P 500 Rose Over Various Rolling Time Periods:
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It’s also important for investors to remember that when stocks fall, they usually become cheaper
relative to earnings. LPL Research certainly believes this is relevant today given the solid earnings trends
still in place (despite several high-profile disappointments among mega-cap tech and internet stocks this
quarter).
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IMPORTANT DISCLOSURES

This material is for general information only and is not intended to provide specific advice or recommendations for any
individual. There is no assurance that the views or strategies discussed are suitable for all investors. To determine which
investment(s) may be appropriate for you, please consult your financial professional prior to investing.

Investing involves risks including possible loss of principal. No investment strategy or risk management technique can guarantee
return or eliminate risk in all market environments. For more information on the risks associated with the strategies and
product types discussed please visit https://Iplresearch.com/Risks

References to markets, asset classes, and sectors are generally regarding the corresponding market index. Indexes are
unmanaged statistical composites and cannot be invested into directly. Index performance is not indicative of the performance
of any investment and do not reflect fees, expenses, or sales charges. All performance referenced is historical and is no
guarantee of future results.

Unless otherwise stated LPL Financial and the third party persons and firms mentioned are not affiliates of each other and make
no representation with respect to each other. Any company names noted herein are for educational purposes only and not an
indication of trading intent or a solicitation of their products or services.

All information is believed to be from reliable sources; however, LPL Financial makes no representation as to its completeness
or accuracy.

Securities and advisory services offered through LPL Financial, a registered investment advisor and broker-dealer.
Member FINRA/SIPC.
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