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U.S. Stocks: Worst Decades Often A 
Harbinger of Better Returns

Past 10-Year Period Now One of Worst Ever
The past 10-year period (through Feb. 28, 2009) has been 

one of the worst-ever decades for U.S. stocks (-3.4% avg. 
annual return)—worse than a weak period in the 1970s, and 
near the all-time worst decade in the 1930s. 

Worst Decades Have Preceded Rebounds
However, such backward-looking views tell you very little 

about the future and should not be misconstrued to imply the 
next 10 years will be equally bad.
In fact, stock market history shows that extended periods of 

sub-par performance typically have been followed by periods 
of improving and eventually above-average returns. 

●During previous decades of similarly poor returns, stocks 
eventually righted themselves and began to move 
upwards, demonstrating that a weak 10-year track record 
has typically given way to better results (see chart, left).
●For example, after the worst 10-year periods in the 
1930s and 1970s, the market rose 9% and 15%, 
respectively, on an annual basis over the next decade.

Finding Exact Bottom Not Necessary
For long-term stock investors, trying to time the exact low 

point of a 10-year trough is less important than investing or 
reallocating to stocks near (either before or after) a cyclical 
nadir (see table, left). 

●For example, those who bought stocks one-year prior to 
or one-year after the 1939 or 1974 lows experienced 
annualized returns of 9% to 14% over the next decade.

Investment Implications
While returns to stock investors during the past decade 

have been disappointing, investors with long-term horizons 
should be aware that the stock market typically moves in 
cycles, and previous 10-year periods of poor performance 
were followed by better returns. 
An analysis of comparably poor 10-year periods for the 

stock market shows that owning stocks within a year of a 
cyclical low point and holding them for the next decade has 
been a rewarding investment strategy. 
Investment decisions should be based on an individual’s own goals, time 
horizon and tolerance for risk.

Source: Ibbotson, FMRCo (MARE) as of 2/28/2009.   
[i] – Source: FMRCo (MARE) as of 2/28/2009.
Past performance is no guarantee of future results. You cannot invest directly in an index. The S&P 500®, a 
market capitalization-weighted index of common stocks, is a registered service mark of the McGraw-Hill 
Companies, Inc. and has been licensed for use by Fidelity Distributors Corporation.
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