The Long Run Perspective

Table 2-1

Basic Series: Summary Statistics of Annual Total Returns

from 1926 to 2001

Geometric  Arithmetic Standard

Series Mean Mean Deviation Distribution
Large Company
Stocks 10.7% 12.7% 20.2% I || I l |I I

AE B2 X [ ]
Small Company *
Stocks 125 17.3 33.2 T 11 19 1 IT1 | I
Long-Term
Corporate Bonds 5.8 6.1 8.6 1 Il
Long-Term
Government 5.3 57 9.4 | “_ .
intermediate-Term
Government 5.3 55 57 il
U.S. Treasury Bils 3.8 3.9 3.2 |
inflation 3.1 3.1 4.4 1

-90% 0% 90%
""he 1933 Small Company Stocks Total Return was 142.9 percent.
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Chapter 2

Table 2-5

Basic Series
Annual Total Returns (in percent)

from 1926 to 1970

Intermediate-

Large Small Long-Term Long-Term Term u.s.
Company Company Corporate Government Government Treasury
Year Stocks Stocks Bonds Bonds Bonds Bills Inflation
1926 11.62 0.28 7.37 7.77 5.38 3.27 -1.49
1927 37.49 22.10 7.44 8.93 4.52 3.12 -2.08
1928 43.61 39.69 2.84 0.10 0.92 3.56 -0.97
1929 ~8.42 -51.36 3.27 3.42 6.01 4.75 0.20
1930 -24.90 -38.15 7.98 4.66 6.72 2.41 -6.03
1931 -43.34 -49.75 -1.85 -5.31 -2.32 1.07 -9.52
1932 -8.19 -5.39 10.82 16.84 8.81 0.96 -10.30
1933 53.99 142.87 10.38 -0.07 1.83 0.30 0.51
1934 —-1.44 24.22 13.84 10.03 9.00 0.16 2.03
1935 47.67 40.19 9.61 4.98 7.01 0.17 2.99
1936 33.92 64.80 6.74 7.62 3.06 0.18 1.21
1937 -35.03 -58.01 2.75 0.23 1.56 0.31 3.10
1938 31.12 32.80 6.13 5.53 6.23 -0.02 -2.78
1939 -0.41 0.35 3.97 '5.94 4.52 0.02 -0.48
1940 -9.78 . -5.16 3.39 . 6.09 2.96 0.00 0.96
1941 -11.59 -9.00 2.73 0.93 0.50 0.66 9.72
1942 20.34 44.51 2.60 ‘ 3.22 1.94 0.27 9.29
1943 25.90 88.37 2.83 2.08 2.81 0.35 3.16
1944 19.75 53.72 4.73 2.81 1.80 0.33 2.1
1945 36.44 73.61 4.08 10.73 2.22 0.33 . 2.25
1946 -8.07 -11.63 1.72 -0.10 1.00 0.35 18.16
1947 _ 5.71 0.92 -2.34 -2.62 0.91 0.50 9.01
1948 5.50 -2.11 4.14 3.40 1.85 0.81 2.71
1949 18.79 19.75 3.31 6.45 2.32 1.10 -1.80
1950 31.71 38.75 2.12 0.06 0.70 1.20 5.79
1951 24.02 7.80 -2.69 -3.93 0.36 1.49 5.87
1952 18.37 3.03 3.52 1.16 1.63 1.66 0.88
1953 -0.99 -6.49 3.41 3.64 3.23 1.82 0.62
1954 52.62 60.58 5.39 7.19 2.68 0.86 -0.50
1955 31.56 20.44 0.48 -1.29 -0.65 1.57 0.37
1956 6.56 4.28 -6.81 -5.59 -0.42 2.46 2.86
1957 -10.78 -14.57 8.71 7.46 7.84 3.14 3.02
1958 43.36 64.89 -2.22 -6.09 -1.29 1.54 1.76
1959 11.96 16.40 -0.97 -2.26 -0.39 2.95 1.50
1960 0.47 -3.29 9.07 13.78 11.76 2.66 1.48
1961 26.89 32.09 4.82 0.97 1.85 2.13 0.67
1962 -8.73 -11.90 7.95 6.89 5.56 2.73 1.22
1963 22.80 23.57 2.19 1.21 1.64 3.12 1.65
1964 16.48 23.52 4.77 3.51 4.04 3.54 1.19
1965 12.45 41.75 -0.46 0.71 1.02 3.93 1.92
1966 -10.06 -7.01 0.20 3.65 4.69 4.76 3.35
1967 23.98 83.57 -4.95 -9.18 1.01 4.21 3.04
1968 11.06 35.97 2.57 -0.26 4.54 5.21 4.72
1969 -8.50 -25.05 -8.09 -5.07 -0.74 6.58 6.11
1970 4.01 -17.43 18.37 12.11 16.86 6.52 5.49
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The Long Run Perspective

Table 2-5 (continued)

Basic Series
Annual Total Returns (in percent)

from 1971 to 2001

Intermediate-

Large Small Long-Term Long-Term Term U.s.
Company Company Corporate Government Government Treasury
Year Stocks Stocks Bonds Bonds Bonds Bills Inflation
1971 14.31 16.50 11.01 13.23 8.72 4.39 3.36
1972 18.98 4.43 7.26 5.69 5.16 3.84 3.41
1973 -14.66 -30.90 1.14 -1.11 4.61 6.93 8.80
1974 -26.47 -19.95 -3.06 4.35 5.69 8.00 12.20
1975 37.20 52.82 14.64 9.20 7.83 5.80 7.01
1976 23.84 57.38 18.65 16.75 12.87 5.08 4.81
1977 -7.18 25.38 1.71 -0.69 1.41 5.12 6.77
1978 6.56 23.46 -0.07 -1.18 3.49 7.18 9.03
1979 18.44 43.46 -4.18 -1.23 4.09 10.38 13.31
1980 32.42 39.88 -2.76 -3.95 391 11.24 12.40
1981 -4.91 13.88 -1.24 1.86 9.45 14.71 8.94
1982 21.41 28.01 42.56 40.36 29.10 10.54 3.87
1983 22.51 39.67 6.26 0.65 7.41 8.80 3.80
1984 6.27 -6.67 16.86 15.48 ~14.02 9.85 3.95
1985 32.16 24.66 30.09 30.97 20.33 7.72 3.77
1986 18.47 6.85 19.85 24.53 15.14 6.16 1.13
1987 5.23 -9.30 -0.27 -2.71 2.90 5.47 4.41
1988 16.81 22.87 10.70 9.67 6.10 6.35 4.42
1989 31.49 10.18 16.23 18.11 13.29 8.37 4.65
1990 -3.17 -21.56 6.78 6.18 9.73 7.81 6.11
1991 30.55 44,63 19.89 19.30 15.46 5.60 3.06
1992 7.67 23.35 9.39 8.05 7.19 3.51 2.90
1993 9.99 20.98 13.19 18.24 11.24 2.90 2.75
1994 1.31 3.1 -5.76 -7.77 -5.14 3.90 2.67
1995 37.43 34.46 27.20 31.67 16.80 5.60 2.54
1996 23.07 17.62 1.40 -0.93 2.10 5.21 3.32
1997 33.36 22.78 12.95 15.85 8.38 5.26 1.70
1998 28.58 -7.31 10.76 13.06 10.21 4.86 1.61
1999 21.04 29.79 -7.45 -8.96 -1.77 4.68 2.68
2000 -9.11 -3.59 12.87 21.48 12.59 5.89 3.39
2001 -11.88 22.77 10.65 3.70 7.62 3.83 1.55
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Table 2-10

Basic Series
Compound Annual Returns for 15-Year Holding Periods (percent per annum)

from 1926 to 1970

Large Smail Long-Term Long-Term Intermediate U.S.
Company Company Corporate Government Government Treasury
Period Stocks Stocks Bonds Bonds Bonds Bills Inflation
1926-1940 4.04 -0.66 6.24 4.99 4.37 1.34 -1.59
1927-1941 2.44 -1.30 5.93 4.53 4.04 1.13 -0.88
1928-1942 1.53 -0.19 5.60 4.16 3.87 0.94 -0.16
1929-1943 0.64 1.82 5.60 4.29 4.00 0.73 0.12
1930-1944 2.46 9.94 5.70 4.25 3.71 0.44 0.24
1931-1945 6.62 17.77 5.44 4.65 3.42 0.30 0.81
1932-1946 10.11 22.29 5.70 5.02 3.65 0.25 2.62
1933-1947 11.15 22.81 4.81 3.75 3.13 0.22 3.96
1934-1948 4 8.39 15.59 4.40 3.99 3.13 0.26 411
1935-1949 9.75 15.31 3.73 3.76 2.70 0.32 3.85
1936-1950 8.91 15.23 3.24 3.43 2.28 0.39 4.03
1937-1951 8.36 12.02 2.61 2.66 210 0.47 4.34
1938-1952 12.78 18.92 2.66 2.72 2.11 0.56 419
1939-1953 10.68 16.18 2.48 2.59 1.91 0.68 4.43
1940-1954 13.88 19.88 2.57 2.67 1.79 0.74 4.43
1941-1955 16.78 21.80 2.38 2.18 1.55 0.85 4.39
1942-1956 18.24 22.91 1.71 1.73 1.49 1.01 3.94
1943-1957 15.91 18.68 211 2.00 1.87 1.20 3.53
1944-1958 ‘ 16.92 17.63 1.76 1.44 1.59 1.28 3.44
1945-1959 16.39 15.47 1.39 1.09 1.45 1.45 3.40
1946-1960 14.04 11.05 1.70 1.28 2.05 1.61 . 3.35
1947-1961 16.52 14.07 1.91 1.35 2.11 1.72 2.25
1948-1962 15.38 13.04 2.59 1.98 2.41 1.87 1.75
1949-1963 16.56 14.81 2.46 1.84 2.40 2.03 1.67
1950-1964 16.40 15.05 2.56 1.65 2.51 2.19 1.88
1951-1965 15.18 16.21 2.38 1.69 2.54 2.37 1.63
1952-1966 12.74 14.08 2.58 2.21 2.82 2.59 1.46
1953-1967 13.09 18.56 2.00 1.47 2.78 2.76 1.61
1954-1968 13.96 21.55 1.94 1.21 2.87 2.98 1.88
1955-1969 10.14 15.53 1.02 0.40 2.64 3.36 2.31
1956-1970 8.43 12.66 2.13 1.25 3.75 3.69 2.65
1957-1971 8.94 13.50 3.33 2.49 4.36 3.82 2.69
1958-1972 11.05 15.03 3.23 2.37 4.19 3.86 2.71
1959-1973 7.27 8.55 3.47 2.73 4.59 4.22 3.17
1960-1974 4.31 5.87 3.32 3.18 5.00 4.56 3.86
1961-1975 6.50 9.15 3.66 2.89 4.75 4.77 4.23
1962-1976 6.32 10.43 4.52 3.90 5.47 4.97 4.51
1963-1977 6.44 13.06 4.11 3.39 5.19 5.18 4.89
1964-1978 5.44 13.06 3.95 3.22 5.32 5.40 5.38
1965-1979 5.56 14.19 3.34 2.90 5.32 5.85 6.17
1966-1980 6.71 14.09 3.18 2.58 5.52 6.33 6.87
1967-1981 7.11 15.64 3.08 2.46 5.83 6.97 7.24
1968-1982 6.96 12.89 5.90 5.47 7.58 7.40 7.30
1969-1983 7.66 13.10 6.15 5.54 7.77 7.64 7.24
1970-1984 8.74 14.76 7.86 6.93 8.77 7.85 7.09
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The Long Run Perspective

Table 2-10 (continued)

Basic Series
Compound Annual Returns for 15-Year Holding Periods (percent per annum)

from 1971 to 2001

Large Smalil Long-Term Long-Term Intermediate u.s.
Company Company Corporate Government Government Treasury
Period Stocks Stocks Bonds Bonds Bonds Bills inflation
1971-1985 10.50 17.96 8.54 8.04 8.99 7.93 6.97
1972-1986 10.76 17.28 9.10 8.73 9.40 8.06 6.82
1973-1987 9.86 16.18 8.57 8.13 9.25 8.17 6.89
1974-1988 12.18 20.73 9.23 8.88 9.35 8.13 6.59
1975-1989 16.61 23.33 10.56 9.78 9.86 8.15 6.10
1976-1990 13.93 17.96 10.03 9.58 9.99 8.29 6.04
1977-1991 14.33 17.30 10.11 9.73 10.15 8.32 5.92
1978-1992 15.47 17.17 10.65 10.35 10.56 8.21 5.66
1979-1993 15.72 17.01 1157 11.68 11.09 7.92 5.24
1980-1994 14.52 14.47 11.45 1117 10.41 7.48 4.55
1981-1995 14.80 14.17 13.46 13.53 11.27 7.11 3.92
1982-1996 16.79 14.41 13.66 13.32 10.76 6.50 3.55
1983-1997 17.52 14.09 11.91 11.88 9.47 6.15 3.41
1984-1998 17.90 11.02 12.22 12.75 9.66 5.89 3.26
1985-1999 18.93 13.49 10.49 10.98 8.58 5.55 3.17
1986-2000 16.00 11.56 9.45 10.43 8.10 5.43 3.15
1987-2001 13.73 12.60 8.87 9.09 7.61 5.27 3.18

Y{{i}@%ﬁ{t‘s; . IbbotsonAssociates 47




Description of the Derived Series

Table 4-1

Derived Series
Annual Returns (in percent)

from 1926 to 1970

Inflation-Adjusted

Equity Small Large Small Long-Term Long-Term Intermed. u.s.

Risk Stock Default Horizon Company Company Corp. Govt. Govt. Treasury

Year Premia Premia Premia Premia Stocks Stocks Bonds Bonds Bonds Bilis
1926 8.09 -10.17 -0.37 4.36 13.31 1.79 9.00 9.40 6.97 4.83
1927 33.32 -11.19 -1.36 5.63 40.41 24.69 9.73 11.24 6.74 5.31
1928 38.67 -2.73 2.73 -3.34 45,01 41.06 3.84 1.08 1.90 4.57
1929 -12.57 -46.89 -0.14 -1.27 -8.59 ~51.45 3.07 3.22 5.81 4.54
1930 -26.66 -17.64 3.17 2.20 -20.08 -34.18 14.90 11.38 13.56 8.98
1931 -43.94 -11.33 3.65 -6.31 -37.37 -44.46 8.48 4.66 7.98 11.71
1932 -9.07 3.05 -5.15 15.73 2.35 5.47 23.54 30.26 21.30 12.55
1933 53.53 57.72 10.46 -0.37 53.21 141.63 9.82 -0.58 1.31 -0.21
1934 -1.60  26.04 3.47 9.85 -3.40 21.75 11.58 7.84 6.83 -1.83
1935 47.42 -5.06 4.41 4.81 43.39 36.13 6.44 1.94 3.91 -2.73
1936 33.68 23.06 -0.72 7.32 32.32 62.83 547 6.23 1.83 -1.02
1937 -35.23 -35.37 2.51 -0.08 -36.98 -59.27 -0.35 -2.78 -1.50 -2.71
1938 31.14 1.28 0.57 5.55 34.87 36.59 9.16 8.55 9.27 2.84
1939 -0.43 0.76 -1.86 5.92 0.07 0.83 4.46 6.45 5.02 0.50
1940 -9.79 5.13 -2.54 6.08 -10.64 -6.05 2.41 5.08 1.99 -0.94
1941 -11.64 2.93 1.78 0.87 -19.42 -17.06 -6.37 -8.01 -8.40 -8.80
1942 20.02 20.08 -0.60 294 10.11 32.23 -6.12 -5.55 -6.73 -8.25
1943 25.46 49.62 0.73 1.73 22.04 82.60 -0.32 -1.04 -0.34 -2.73
1944 19.36 28.37 1.87 2.48 17.28 50.55 2.57 0.69 -0.31 -1.74
1945 35.99 27.25 -6.01 10.37 33.43 69.79 1.78 8.30 -0.03 -1.88
1946 -8.39 -3.87 1.83 -0.45 —22.20 -25.21 -13.91 -15.46 -14.52 -15.07
1947 5.18 -4.53 0.29 -3.11 -3.03 ~7.42 -10.41 -10.67 -7.43 -7.80
1948 4.65 -7.22 0.71 2.57 2.72 —4.69 1.39 0.67 -0.84 -1.85
1949 17.50 0.80 -2.95 5.29 20.97 21.95 5.21 8.40 4.20 2.96
1950 30.16 5.34 2.05 -1.12 24.50 31.15 -3.47 -5.42 -4.81 -4.34
1951 2219 -13.07 1.29 -5.34 17.14 1.82 -8.09 -9.26 -5.21 -4.14
1952 16.44 -12.96 2.33 -0.49 17.33 213 2.62 0.27 0.74 0.77
1953 -2.76 -5.55 -0.22 1.78 ~-1.60 -7.07 2.77 2.99 2.59 1.19
1954 51.32 5.21 -1.68 6.27 53.39 61.38 5.91 7.72 3.20 1.37
1955 29.52 -8.45 1.80 -2.82 31.07 19.99 0.10 -1.66 -1.02 1.19
1956 4.00 -2.13 -1.30 -7.85 3.59 1.38 -9.41 -8.21 -3.19 -0.39
1957 -13.50 -4.25 1.17 419 -13.40 -17.08 5.52 4,31 4.67 0.1
1958 41.19 15.01 413 -7.52 40.88 62.03 -3.91 -7.72 -3.00 -0.22
1959 8.75 3.97 1.32 -5.06 10.30 14.68 —2.43 -3.70 -1.86 1.43
1960 -2.14 -3.74 -4.14 10.83 -0.99 -4.70 7.48 12.12 10.13 1.17
1961 24.25 410 3.81 -1.13 26.04 31.21 412 0.30 1.17 1.44
1962 -11.16 -3.48 0.99 4.04 -9.83 -12.97 6.64 5.59 4.29 1.49
1963 19.09 0.62 0.97 -1.85 20.81 21.56 0.54 -0.43 -0.01 1.44
1964 12.50 6.04 1.22 -0.03 15.11 22.07 3.54 2.29 2.82 2.32
1965 8.20 26.06 -1.16 -3.10 10.33 39.08 -2.33 -1.19 -0.89 1.97
1966 -14.15 3.39 -3.33 -1.06 -12.98 -10.03 -3.06 0.29 1.29 1.36
1967 18.97 48.07 466 -12.85 20.32 78.15 -7.76 -11.86 -1.97 1.13
968 557  22.43 2.84  -5.20 8.05 29.84 -2.05 -4.76 -0.18 0.46
‘969 ~14.16 -18.09 -3.18 -10.94 -13.77 -29.37 -13.38 -10.54 -6.45 0.45
‘970 -2.36 -20.61 5.59 5.24 -1.41 -21.73 12.21 6.27 10.78 0.98
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Table 4-1 (continued)

Derived Series
Annual Returns (in percent)

from 1971 to 2001

Chapter 4

lnf[g}ibn_%&usted

Equit Small Lar -

qRisi Stock Default Horizon Com:a?; Comsp'gﬁc LongCTg::: Longg‘;:/? 'nterg:\/dt. Treagl-ii;
Year Premia Premia Premia Premia Stocks Stocks Bonds Bonds Bonds Bills
1971 9.51 191  -1.96 847 10.60 12.71 Ay 9.55 519 0.99
1972 14.58 -12.22 1.49 1.78 15.05 0.99 3,09 2.20 1.69 0.41
1973  -20.19 -19.03 227 752 -2156  -36.49 ~7.04 -9.10 -3.85 .72
1974 -31.92 8.87 7.1 -3.38 -34.46 -28.65 -13.60 -6.99 -5.80 -3.74
1975 2068 1138 499  3.21 28.21 42.80 7.13 2.04 0.76 -1.13
1976 17.85  27.08 162  11.11 18.16 50.15 13207 1140 760 0.26
1977 -11.70 3508  2.41  -553 -13.07 17.43 -4.74 -6.99 -5.02 -1.55
1978 -0.58  15.86 112 -7.80 -2.26 13.24 -8.34 -9.36 -5.08 1.69
1979 731 2113 298 -10.52 4.53 26.62  -15.43 -12.83 -8.13 ~2.59
1980 19.04 563 124 -1365 17.81 24.45 -13.48 -14.54 ~7.55 -1.03
1981  -17.10 19.76  -3.04 -11.20 -12.71 453 -9.34 6,50 0.47 5.30
1982 9.83 543 157 2697 16.88 23.23 37.2% 35.13 24.28 6.42
1983 12.61 1400 557  -7.49 18.03 34.56 2.37 -3.03 3.48 4.82
1984 -326 -12.17 120 5.2 222 1022 12.42 11.08 9.68 5.67
1985 2268 567 -0.67 2158 27.36 20.13 25.36 26.21 15.96 3.81
1986 1159 -9.81 -376 17.30 17.15 5.66 18.51 23.14 13.85 2.98
1987 022 -13.81 251  -7.76 0.79 -13.13 -4.48 -6.82 -1.44 1.01
1988 984 519 094 3.3 11.87 17.67 6.0 5.03 161 1.85
1989 2133 -1621 -1.59 899 25.65 5.29 11.07 12.87 8.26 3.56
1990  -10.19 -1899 057  -1.51 -8.74 -26.08 0.6 0.07 3.4 161
1991 2363 1079 049 1298 26.67 40.33 1630 1575 1503 .46
1992 4.02 1456 124 4.39 4.64 19.87 6.31 5.01 117 0.59
1993 6.89 999 -428  14.91 7.05 17.74 10.16 15.08 8.26 0.14
1994 -2.50 178 218 -11.24 -1.33 0.42 8.0 -10.17 762 1.20
1995 3015 216  -3.39  24.69 34.03 31.13 2406 08.41 13.91 298
1996 16.98 -443 235 583 19.12 13.84 N BT 182
1997 2670 -7.94 -251 1007 31.13 20.72 1106 13.91 5.57 3.49
1998 2263 -2791 204  7.83 26.54 -8.78 9.00 1107 346 3.19
1999 15.63  7.22 167 -13.04 17.88 26.39 0.8/ ~11.34 434 105
2000 -1416 607 -7.09  14.72 -12.08 -6.75 oty 17.50 8.90 2.42
2001 -1513 39.33 670 -0.13 -13.23 20.89 806 SRE 597 524
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