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THE INTELLIGENT INVESTOR  
 

What Aug. 12 Should Tell Us 

 

By Jason Zweig 
 

 

Good morning. 

I was away last week, but we shouldn't let an important milestone go by 

unnoticed. Aug. 12 was the 40th anniversary of the beginning of the great 

bull market of the 1980s. 

On Aug. 12, 1982, the stagflationary bear market that had lasted almost 

without interruption from early 1966 through the 1970s and early 1980s 

finally came to an end. 

The S&P 500, which had stood at 94.06 on Feb. 9, 1966, closed at 102.42 

on Aug. 12, 1982 -- a cumulative gain of 8.9% over more than 16 years.  

No, that doesn't count dividends, but it doesn't count inflation either! Here's 

what returns looked like, including dividends and accounting for inflation: 
 

richard.connolly
Text Box



2

 

The Wall Street Journal, March 11, 2022 

  
 

 

Over the next five years, the S&P 500 more than tripled. After brief pauses 

for the Crash of 1987 and the short recession of late 1990, it quintupled in 

the 1990s. 

A grueling bear market ultimately led to some of the best results for 

investors in history. 

I see two lessons here. 

First, as I like to say, in markets, hindsight is 20/20 but foresight is 

legally blind. Turning points for investors seem ridiculously obvious in 

hindsight -- but in real time they are often almost impossible to spot. 

To see what I mean, look at the FedEx logo. 

Many people know there's something embedded in there other than the 

letters F, e, d, E and x. But not everybody does. Either you see it instantly, 

or you can't find it at all. 
 



3

 

Photo by Bannon Morrissey, Unsplash 

  
 

 

If we zero in on just one part of the logo, though, everybody can see what 

formerly may have been hidden: 
 

 

It was there, between the E and the x, the whole time. 

  
 

 

Now try something else. Look at the full FedEx logo again and try to unsee 

that arrow. Try to reconstruct your state of ignorance before you knew the 

arrow was there. 

Is it possible to look at the logo and see only the letters, without the arrow? 

In much the same way, once we know the stock market reached a turning 

point in the past, it becomes inconceivable that anybody would have been 

unable to notice it at the time. 
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But, in real time, that isn't how real life works for investors. Even the most 

epic turning points are enshrouded in fog. 

On Aug. 12, 1982, interest rates were still so high that bonds and cash 

offered jumbo returns: 
 

 

The Wall Street Journal, Aug. 13, 1982, p. 23. 

  
 

 

A major brokerage firm filed for bankruptcy protection on Aug. 12. It was the 

dog days of August on Wall Street: 
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The Wall Street Journal, Aug. 13, 1982, p. 33. 

  
 

 

Among portfolio managers and analysts, the only glimmer of hope was that 

things should get even worse once investors finally gave up on stocks 

entirely: 
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The Wall Street Journal, Aug. 13, 1982, p. 33. 

  
 

 

But that "selling climax" and "outright capitulation" never came. 

Stocks don't have to get cheap in a sudden apocalypse. They can get cheap 

in dribs and drabs, in years or even decades of water torture. And then they 

can change direction as sharply as the snap of a whip. 
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According to data from Yale University economist Robert Shiller, in August 

1982 the S&P 500 was trading at 6.6 times its long-term inflation-adjusted 

earnings (what he calls the CAPE ratio). 

Today that ratio is about 29 times -- meaning that stocks are more than four 

times more expensive today than they were 40 years ago. 

That squares roughly with this comparison from Doug Ramsey, chief 

investment officer at the Leuthold Group in Minneapolis: 
 

 

The Leuthold Group 

  
 

 

So the second lesson is that 2022 is nothing like 1982. 

Even after the extreme losses of early 2022, stocks are nowhere near 

cheap. Patient buyers who add to their holdings steadily over time will 

probably be fine. But anyone who rushes to buy at these valuations is likely 

to be sorry. 

Suddenly, market commentators are buzzing that FOMO is back. Fear of 

missing out on another rise in stocks is prompting many investors to jump 

back into the market and chase overpriced stocks all over again. 

You don't have to join them. You don't lose money just because somebody 

else is making it. Someone else's risky gain is not your loss; sooner or later, 

it's likely to be theirs. They just don't know it yet. 

  
 




