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Long-term Returns
The market has moved higher over the years but not in a straight line. There is no guarantee that the market will 
always trend up, but if history is any guide, long-term investing has the potential to be a successful strategy – 
especially when paired with a diversified portfolio that is not too concentrated in any one asset class.
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   Long-term Investment Returns vs. Inflation (1926- 2019)
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Small-company Stocks represented by the IA SBBI U.S. Small 
Stock TR Index. 

Large-company Stocks represented by the IA SBBI U.S. Large 
Stock TR Index. 

Long-term Government Bonds represented by the IA SBBI 
U.S. Long-term Government Bonds TR Index.

U.S. Treasury Bills represented by the IA SBBI U.S. 30-Day 
Treasury Bill TR Index.

Inflation represented by the IA SBBI U.S. Inflation Index.

Compound Annual Return  
(1926-2018)

n Small-company Stocks  11.9%

n Large-company Stocks  10.2%

n Long-term Government Bonds  5.5%

n U.S. Treasury Bills  3.3%

n Inflation  2.9%

Past performance is not a guarantee of future results. Hypothetical value of $1 invested at the beginning of 1926. Assumes reinvestment of income and 
no transaction costs or taxes. This is for illustrative purposes only and not indicative of any investment. Indexes are unmanaged and are not available 
for direct investment. © 2018 Morningstar Direct. All rights reserved. An investment in stocks will fluctuate with market conditions and may be worth 
more or less than the original investment when sold. Small-cap stocks carry greater risk and have greater market fluctuation than large-company 
stocks. Treasury bills and government bonds are guaranteed by the U.S. government and, if held to maturity, offer a fixed rate of return and fixed 
principal value. Fees, commissions and charges are not included and would have a negative impact on investment performance.
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What History Teaches Us about 
Investing for the Long Term

Throughout history, America 
has experienced war, economic  
uncertainty and political 
upheaval. But regardless of 
setbacks, our financial markets 
have prospered over the long 
term. Although we can’t predict 
the future, sometimes it helps to 
look at the past to understand 
that market ups and downs  
are a normal part of investing.  
It’s reassuring to see that we’ve 
almost always “been here before,” 
which can help you focus on 
strategies that take advantage of 
the current environment rather 
than merely reacting to it. 
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1932 
The Great Depression

1963 
President Kennedy assassinated

1974 
President Nixon resigns

1941 
Pearl Harbor bombed;  

U.S. declares war

2008 
Subprime home loan meltdown  

and financial crisis

1938
Minimum wage 
established at  
$0.25 per hour

1929
“Black Tuesday” 
stock market crash

1945
Atomic bomb 
dropped;  
Germany and 
Japan surrender

1949
12 nations join to create 
the North Atlantic Treaty 
Organization (NATO) 

1957
Sputnik launches; 
the space race 
begins

1961
U.S. and  
Cuba break  
diplomatic ties

1965
First desktop 
computer offered 
by Olivetti

1972
Dow  

breaks  
1,000

1987
“Black Monday” 
stock market 
crash

1994
North American 
Free Trade  
Agreement  
(NAFTA)  
adopted

2000
“Tech  
bubble”  
bursts

2007
Dow  
breaks  
13,000

2010
Earthquake  
hits Haiti

1994
GATT World  
Trade Agreement 
adopted

2011
U.S. bonds  
downgraded  
from AAA  
rating

2019
Dow Breaks 
28,000

1996
Dow  
breaks  
6,000

1991 
Soviet Union  
dissolves;  
Dow breaks  
3,000

1999 
Dow  
breaks  
11,000

1998 
Currency  

crisis; stock  
market  

drops 20%

1973
Arab oil  
embargo

1980
Interest  
rates reach  
all-time high

1986
Space shuttle 
Challenger  
explodes

2001 
September 11 terrorist attack on U.S.

2012 
Superstorm Sandy damages  
New York and New Jersey

1989 
Berlin Wall tumbles

2002
WorldCom  
collapses

2005
Hurricane 
Katrina hits 
Louisiana, 
Mississippi 
and Florida

2009
Dow falls 
53% from its 
2007 high, 
but then 
recovers 61% 
from its low
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Past performance is not a guarantee of future results. This chart is not drawn to scale and is in a logarithmic scale. This means that the vertical axis moves by the same percentage instead of one-to-one.  
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