
 
 

  

 

Commentary: January 2018 
 

ONWARD. UPWARD? 
Market peaks may seem particularly frightening. Like the crest of a roller coaster, they may incite panicked 
concern that the only course from here is down. Unlike roller coasters, though, such anxiety is unattached 
from observable truth. While we can see the coaster track, there is no rule in investing that determines future 
trajectories. Nonetheless, we may find comfort in market history. Though the answers to “by how much?” 
and “for how long?” only may be determined in hindsight, we may use market history to show probabilities 
of future outcomes given starting circumstances. For those wary of the fact that December 2017 marked yet 
another peak for the S&P 500 Index, this month we look to provide detail as to what the future held for past 
market peaks in hopes that these data will prove comforting support for a chosen level of market exposure. 

 

Been Here Before 
Seeking to reassure those experiencing such internal struggles amidst the latest top in the U.S. equity market, 
we have replicated a review of past market peaks recently presented by colleagues at Dimensional Fund 
Advisors. Detailed in Figure 1, 331 months out of the 1104 since the end of 1925 have represented new peaks 
for the index. That amounts to about 30% of the time. Choosing to be out of the market after market peaks 
therefore would have left one on the sidelines for a substantial portion of market history. 
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Now, Where To? 
Despite the potential existing gains that market peaks represent—the “look how far we’ve come” aspect of 
long-term gains—they often focus the mind on the future: what’s the likelihood of more gains to come? In 
Figure 2, we see that more than four-fifths (81%) of the time following a market peak the S&P 500 was higher 
a year later. Over 5-year periods, that historical probability of positive returns rises a bit to 84% (Figure 2). 
And 92% of 10-year periods following a month-end peak in the S&P 500 saw positive returns (Figure 3). 

 

Considering all such 1-, 5- and 10-year periods over the last near century of market data, those probabilities 
are not far from the norm. In Figure 5, we reprise data that show long-term returns in U.S. equity markets 
have been increasingly biased toward positive outcomes as the time frame increases. 

Mileage May Vary 
With 8% of 10-year periods following past market peaks having experienced losses, it is important to stress 
that positively biased does not mean invariably positive. Advisors can help explain the implications of these 
and other reviews of past market performance as investors seek to gauge individual tolerance and wherewithal 
to weather market losses. Our target-risk series of 11 portfolios is designed not only to accommodate a range 
of aversion to market risk, they together represent a toolbox with which advisors can help clients adapt to 
shifts in desires for market exposure over time. While none of the portfolios can guarantee positive returns 
over any time frame, the Target Risk Series is designed to allows clients the ability to direct their participation 
in equity and fixed income markets in a manner that balances their individual tolerance for market risks with 
expectations for market returns. 
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Important Information 
Statera Asset Management is a dba of Signature Resources Capital Management, LLC (SRCM), which is a Registered Investment Advisor. 
Registration of an investment adviser does not imply any specific level of skill or training. The information presented has been prepared 
solely for informational purposes and is not an offer to buy or sell or a solicitation of an offer to buy or sell any security or to participate in 
any trading strategy. Any decision to utilize the services described herein should be made after reviewing such definitive investment 
management agreement and SCRM’s Form ADV Part 2A and 2Bs and conducting such due diligence as the client deems necessary and 
consulting the client’s own legal, accounting and tax advisors in order to make an independent determination of the suitability and 
consequences of SCRM services. 

The opinions expressed are those of SRCM as of the date of writing and are subject to change. All data presented herein are unaudited and 
are subject to revision by SRCM. The information and/or analysis presented have been compiled or arrived at from sources believed to be 
reliable, however SRCM does not make any representation as to their accuracy or completeness and does not accept liability for any loss 
arising from the use hereof. Some internally generated information may be considered theoretical in nature and is subject to inherent 
limitations associated thereby. 

The information in this material may contain projections or other forward-looking statements regarding future events, targets or expectations 
and are current as of the date indicated. There is no assurance that such events or targets will be achieved. Thus, potential outcomes may 
be significantly different. 

Investing in any investment vehicle carries risk, including the possible loss of principal, and there can be no assurance that any investment 
strategy will provide positive performance over a period of time. Past performance is no guarantee of future results. 

Any market exposures referenced may or may not be represented in portfolios of clients of SRCM or its affiliates, and do not represent all 
securities purchased, sold or recommended for client accounts. The reader should not assume that any investments in market exposures 
identified or described were or will be profitable. The asset classes and/or investment strategies described may not be suitable for all 
investors. Investment decisions should be made based on the investor's specific financial needs and objectives, goals, time horizon, tax 
liability and risk tolerance. 

One cannot invest directly in an index. Index performance does not reflect the expenses associated with the management of an actual 
portfolio. 

The S&P 500 Index represents 500 U.S. companies and captures approximately 80% coverage of available market capitalization. 

The Russell 3000 Index represents approximately 98% of the investable U.S. equity market. 
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