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Introduction
Every investor’s experience is unique, but long-term investors have something important in 
common: they have all experienced ups and downs in the markets and in the value of their 
investments. There have been more ups than downs, to be sure, but bad times tend to be 
the ones that strike a nerve. 

Throughout history, when bad news and events touched the daily lives of investors and 
caused nest eggs to shrink, it’s been natural to ask, “Is this the end of investing as we know it? 
Have new developments changed things so much that the old patterns no longer apply?”

Of course, no one can answer these questions about the events of today, but a look back at 
the past four decades in the markets may provide a useful perspective. Significant events – 
highly troubling and unprecedented in their time – now have the patina of history, their once-
massive potency faded and all but forgotten.

Our intention here is to bring these events back to life as they were experienced by investors 
in four decades: the 1970s, the 1980s, the 1990s, and the 2000s. Although the people 
portrayed in these stories are fictional, the events and financial calculations used to describe 
their investment experiences are true and accurate.

These four stories should help illustrate an important investment principle: Markets have 
always gone up and down, sometimes in dramatic and alarming ways. For investors who have 
maintained diversified portfolios over the long term, the stock market has consistently 
provided a positive investment experience.



Investing in the 1970s
The 1970s were a turbulent time. An oil 
embargo, gasoline rationing, high 
inflation, and rising food prices were a 
part of daily life for Bob and his family. 
The pervasive mood of the decade was 
pessimism. Adding to his concerns, Bob 
became an investor in 1970. Stock 
returns through 1973 and 1974 were 
some of the worst in history. In 1979, a 
major publication declared the “death of 
equities.” How could Bob possibly have 
had a positive investment experience?

Bob’s Portfolio

Bob and Family

US LARGE STOCKS 30%

US SMALL STOCKS 15%

INTERNATIONAL STOCKS 15%

FIXED INCOME 40%
The components of the portfolio are US large stocks (S&P 500 
Index), US small stocks (CRSP 6-10 Index), international stocks (MSCI 
EAFE Index), and fixed income (Merrill Lynch One-Year Treasury 
Note Index).
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Oil prices quadrupled because of the 
embargo. 

Gas was rationed in the US an other coun-
tries. The price of gas went up by 43%. A 
national 55 mph speed limit was enacted.

Stocks continued to fall and by September 
were down between 35-50% since the 
beginning of 1973. 

Inflation was above 10%.

A Gallup poll found 46% of adults feared a 
depression similar to the 1930’s.

The Iranian Revolution and Iraq/Iran war 
hurt oil output. The price of oil doubled. 
Long lines of waiting cars appeared again 
at gas stations.

The US embassy in Iran was taken over. 
Fifty-two hostages were held for 444 days.

Inflation again rose above 10%. 

A Business Week cover story called “The 
Death of Equities” said, “The old attitude 
of buying solid stocks as a cornerstone 
for one’s life savings and retirement has 
simply dissapeared.”

Inflation remained above 10%.

With food prices rising, the US government
announced ceilings on the price of 
beef, pork, and lamb.

OPEC cut oil production by 25% and put 
an embargo on the West. OPEC countries 
increased oil prices by 17% in one day.

Stocks began to slump, an were down 15% 
or more by year's end.



1970s

Bob’s $100,000 Initial 
Investment Grew To: 

$220,000

How could Bob have had a positive 
investment experience? He did it by 
building a diversified portfolio and staying 
disciplined through the ups and downs. 
Bob reduced his volatility by diversifying 
among stock asset classes and targeting a 
healthy dose of fixed income. The discipline 
in maintaining his allocations, especially 
during the bad times, kept him positioned 
to gain when small stocks and international 
stocks surged.

Past performance is not indicative of future performance. The 
information provided is for educational purposes only and does 
not constitute an offer to sell or a solicitation of an offer to buy 
or sell securities. There are no warranties, expressed or implied, 
as to accuracy, completeness, or results obtained from any 
information on this presentation. All investments involve risk. 
Indexes are not available for direct investment.

$200,000

US SMALL STOCKS
INTERNATIONAL STOCKS
FIXED INCOME
US LARGE STOCKS

$100,000

$0

70 7572 7771 7673 7874 79 80

Bob’s Total Return 1970-1979:

120%



Investing in the 1980s
The 1980s had unique problems that 
proved as difficult as the previous 
decade. High inflation continued, 
pushing the US into a severe recession. 
Mortgage rates topped 20%, putting 
homes out of reach for many. Trouble in 
the economy drove homeowners into 
default. This was the background to 
Linda’s first decade as an investor. 
Mortgage defaults caused widespread 
bank and savings loan failures. And 
1987 saw the Black Monday crash. 
Could Linda’s portfolio have survived 
these dramatic events?

Linda’s Portfolio

Linda

US LARGE STOCKS 30%

US SMALL STOCKS 15%

INTERNATIONAL STOCKS 15%

FIXED INCOME 40%
The components of the portfolio are US large stocks (S&P 500 
Index), US small stocks (CRSP 6-10 Index), international stocks (MSCI 
EAFE Index), and fixed income (Merrill Lynch One-Year Treasury 
Note Index).
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Black Monday struck on October 9. Stock 
markets around the world plunged by 20% 
or more. The Dow Jones dropped 23%. 
US large stocks lost 20%, their worst ever 
one-day return.

The most severe recession since the Great 
Depression gripped the US, driven largely 
by high inflation.

Forty-nine US banks failed, eclipsing the 
forty-three that failed in 1940 at the end 
of the Great Depression. 

The FDIC identified more than 500  
additional banks on the verge of failure.

Declining oil prices badly hurt the     
economies of energy-producing US states. 

Real estate values began to fall 
nationwide. 

Homeowners began to default on loans, 
many of which were financed through  
savings and loan institutions. 

Defaults combined with other problems 
started a wave of S&L failures. The US 
government closed hundreds of S&L’s and 
spent $125 billion to deal with the crisis. 

Inflation averaged above 13%.

The prime lending rate climbed to 21%, 
taking home mortgage rates with it. 
US unemployment was at historic highs, 
topping 10% by year’s end.

Many government restrictions on banks 
were lifted. Banks rushed into new lending 
opportunities just as the economy was 
slumping. Borrower defaults followed and 
forty-two US banks failed.



1980s

Linda’s $100,000 Initial 
Investment Grew To: 

Bob’s Portfolio: $921,000

$418,000

Could Linda’s portfolio have survived? Yes, 
in fact it thrived, thanks to diversification 
and discipline. US small stocks climbed 
early, looking ready to repeat as the 
decade’s best asset class. But Linda’s 
portfolio beat US small. International 
stocks, which limped along in the early 
years, took off later. Linda’s allocation 
helped drive gains in her portfolio.

Past performance is not indicative of future performance. The 
information provided is for educational purposes only and 
does not constitute an offer to sell or a solicitation of an offer 
to buy or sell securities. There are no warranties, expressed or 
implied, as to accuracy, completeness, or results obtained 
from any information on this presentation. All investments 
involve risk. Indexes are not available for direct investment.
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$600,000

US SMALL STOCKS
INTERNATIONAL STOCKS
FIXED INCOME
US LARGE STOCKS

$100,000

$300,000

$500,000

$0

80 8582 8781 8683 8884 89 90

Linda’s Total Return 1980-1989:

318%



Investing in the 1990s
Mark began investing in January 1990. 
Stocks immediately went on a decline, 
losing as much as 20% by year’s end. 
Just as the Cold War drew to a close, the 
US went to war with Iraq. The latter part 
of the decade saw two crises that sent 
shocks through the world’s markets. A 
financial contagion spread rapidly across 
Southeast Asia and Japan and caused a 
worldwide stock market crash. Soon 
after, a financial crisis gripped Russia 
sending its stock market plummeting. 
This crisis also sent ripples around the 
world. But weren’t the 90s a golden age 
for investors? What happened to Mark’s 
portfolio?

Mark’s Portfolio

Mark

US LARGE STOCKS 30%

US SMALL STOCKS 15%

INTERNATIONAL STOCKS 10%

EMERGING MARKETS STOCKS 5%

FIXED INCOME 40%

The components of the portfolio are US large stocks (S&P 500 
Index), US small stocks (CRSP 6-10 Index), international stocks (MSCI 
EAFE Index), emerging markets stocks (MSCI Emerging Markets 
Index),and fixed income (Merrill Lynch One-Year Treasury Note 
Index).
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The coalition of US and United Nations 
military forces launched an attack on Iraqi 
forces who invaded Kuwait.

The Soviet Union officially ceased to exist.

A financial crisis hit Russia. Political and 
financial turmoil combined to cause a 75% 
loss in the Russian stock market.

The Asian crisis and the ensuing decline in 
commodity prices exacerbated the 
Russian losses. Several large Russian 
banks failed, and millions of people lost 
their savings.

These problems, particularly the Russian 
crisis, contributed to the failure of Long 
Term Capital Management, a large US 
hedge fund. The fund lost $4.6 billion in 
value. The Federal Reserve Bank of New 
York organized a bailout fearing the fund’s 
failure would cause a wider financial 
markets collapse.

A political crisis gripped the US in late 1995 
when the President and the Congress 
failed to find agreement on a budget bill. 
The impasse caused a shutdown of 
government services in November and 
again in December.

A financial contagion spread across South-
east Asia and Japan. It was spurred by a 
massive devaluation of Thailand’s 
currency. The Thai stock market dropped 
75%. The contagion caused slumping 
currencies and falling stock markets.

The Asian crisis spurred a small stock 
market crash on October 27. Asian 
markets fell sharply and the declines 
continued through Europe and the US. For 
the first time, the New York Stock 
Exchange halted trading, and the Dow had 
its third biggest point loss ever.

The second largest bank in the US, Chase 
Manhattan, eliminated 12% of its work 
force, totaling 5,000 employees.



1990s

Mark’s $100,000 Initial 
Investment Grew To: 

Linda’s Portfolio: $1,246,000 

Bob’s Portfolio: $2,743,000

$308,000

What happened to Mark’s portfolio? It 
tripled in value. Mark added a new asset 
class: emerging markets. He was smart 
enough to know international stocks might 
not repeat their late 80s surge. Their 
performance was tepid for most of the 90s. 
Mark built a balanced portfolio and stayed 
the course through the ups and downs. 
Diversification absorbed the shock when 
stocks fell in 1998. A disciplined adherence 
to his allocations helped Mark recover 
quickly and ride a surge that followed.

Past performance is not indicative of future performance. The 
information provided is for educational purposes only and does 
not constitute an offer to sell or a solicitation of an offer to buy 
or sell securities. There are no warranties, expressed or implied, 
as to accuracy, completeness, or results obtained from any 
information on this presentation. All investments involve risk. 
Indexes are not available for direct investment.

$200,000

$400,000

EMERGING STOCKS
US SMALL STOCKS
INTERNATIONAL STOCKS
FIXED INCOME
US LARGE STOCKS

$100,000

$300,000

$0

90 9592 9791 9693 9894 99 00

Mark’s Total Return 1990-1999:

208%



Investing in the 2000s
Michael and Jan started investing in 
January 2000. They didn’t know the dot-
com bubble was only a few months from 
bursting, or that the collapse would 
send stocks into a free fall, or that 
troubles would continue to mount. Two 
of the largest bankruptcies in US history 
came only a few months apart. The SARS 
virus caused fears of a global pandemic. 
Oil prices began a precipitous climb, 
taking gas prices with them. Mortgage 
defaults began to grow, sending shocks 
across the economy. Is there any way 
Michael and Jan’s portfolio could have 
survived two major economic downturns 
in the decade? Michael & Jan’s Portfolio

Michael & Jan

US LARGE STOCKS 30%

US SMALL STOCKS 15%

INTERNATIONAL STOCKS 10%

EMERGING MARKETS STOCKS 5%

FIXED INCOME 40%

The components of the portfolio are US large stocks (S&P 500 
Index), US small stocks (CRSP 6-10 Index), international stocks (MSCI 
EAFE Index), emerging markets stocks (MSCI Emerging Markets 
Index),and fixed income (Merrill Lynch One-Year Treasury Note 
Index).
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In October 2001, the War in Afghanistan 
was launched by US and UK troops.

Enron filed for bankruptcy.

A highly contagious disease, to be known 
as SARS, was identified in Hanoi, Vietnam. 
The World Health Organization issued 
a global alert amid fears of a worldwide 
pandemic.

US treasury note prices were at their 
highest in years, driven up by investors 
moving out of stocks and into the relative 
safety of bonds.

The Iraq War began on March 20. An earthquake in the Indian Ocean 
produced a massive tsunami that hit the 
coasts of nations across Southeast Asia 
and beyond. More than 225,000 people 
were killed prompting a massive 
humanitarian relief effort.

Oil prices climbed above $50.

Oil prices topped $100 for the first time, a 
400% increase since 2003.

Mortgage defaults spiked and a wave 
of foreclosures followed. The defaults 
pushed many lenders into bankruptcy. 
Exposure to the bad mortgages, via 
complex investment vehicles, brought the 
collapse of Lehman Brothers and the sale 
of Merrill Lynch. A worldwide financial 
crisis ensued.

Hurricane Katrina made landfall on August 
29. Oil production, importation, and
refining in the Gulf area, as well as natural
gas supplies, were hurt badly.

Oil prices climbed above $60.

Gas prices topped $3 per gallon.

On March 13, the NASDAQ experienced a 
massive sell-off, only three days removed 
from its peak. 

The dot-com bubble burst.

WorldCom filed for bankruptcy 
surpassing Enron to become the 
biggest Chapter 11 filing in US 
history.



2000s

Michael & Jan’s $100,000 Initial 
Investment Grew To: 

Mark’s Portfolio: $444,000 

Linda’s Portfolio: $1,698,000 

Bob’s Portfolio: $3,739,000

$174,000

Did Michael and Jan’s portfolio survive the 
downturns? Yes, and they remain in 
positive territory. During stock declines in 
the early years, they focused on long-term 
goals and maintained their stock 
allocations, so they were positioned to ride 
a surprising 2003 surge. They didn’t bet 
heavily on US large stocks repeating gains 
of the 1990s. The volatility of emerging 
markets, which sometimes means big 
gains, helped them in later years.

Past performance is not indicative of future performance. The 
information provided is for educational purposes only and does 
not constitute an offer to sell or a solicitation of an offer to buy 
or sell securities. There are no warranties, expressed or implied, 
as to accuracy, completeness, or results obtained from any 
information on this presentation. All investments involve risk. 
Indexes are not available for direct investment.

$200,000

EMERGING STOCKS
US SMALL STOCKS
INTERNATIONAL STOCKS
FIXED INCOME
US LARGE STOCKS

$100,000

$300,000

$0

00 0502 0701 0603 0804

Michael & Jan’s Total Return 
2000 - 2009:

74%



Conclusion
Each of the four investors portrayed here had a different experience in their first decade of 
investing. Some had losses in the early years. At the time, they had no way to know if or when 
the markets might come back. Their discipline and resolve to stay in the market was tested.

As these investors learned, there is often significant variation among asset class returns. US 
small stocks had deep losses in 1973-74 only to turn and climb, ending as the best performer 
of the decade. International stocks dramatically outpaced US stocks in the 1980s but did not 
repeat that performance in the 1990s. 

Of course, stock returns cannot be known in advance. To capture the asset classes and their 
performance, the investors here built diversified portfolios and maintained their portfolio 
allocations through the bad and good. This structure, along with the inclusion of fixed 
income, also helped reduce the volatility in each investor’s portfolio.

The portfolios used here are not meant as recommendations. They simply show the 
diversification power present even in a portfolio built from a few basic components. An actual 
investor would work with a financial advisor over his investment lifetime, structuring his 
portfolio to fit his own goals.

Every investor is likely to face bad times in the markets. These four stories show that 
investors can have quite different experiences in the short term, but a positive investment 
experience in the long term. 



Disclosures: 
The content of this publication reflects the views of McLean Asset Management Corporation (MAMC) and sources deemed by MAMC to be 
reliable. MAMC is a SEC registered investment adviser. There are many different interpretations of investment statistics and many differ-
ent ideas about how to best use them. Past performance is not indicative of future performance. The information provided is for educa-
tional purposes only and does not constitute an offer to sell or a solicitation of an offer to buy or sell securities. There are no warranties, 
expressed or implied, as to accuracy, completeness, or results obtained from any information on this presentation. All in- vestments involve 
risk. 

The information throughout this presentation is obtained from sources which we, and our suppliers, believe to be reliable, but we do not 
warrant or guarantee the timeliness or accuracy of this information. Neither our information providers nor we shall be liable for any errors 
or inaccuracies, regardless of cause, or the lack of timeliness of, or for any delay or interruption in the transmission thereof to the user. 

MAMC only transacts business in states where it is properly registered, or excluded or exempted from registration requirements. It does 
not provide tax, legal, or accounting advice. The information contained in this presentation does not take into account your particular 
investment objectives, financial situation, or needs, and you should, in considering this material, discuss your individual circumstances with 
professionals in those areas before making any decisions. 

Schedule a Consultation

Contact McLean Online

Call Us at (866) 827-0636

WHAT’S NEXT?

What did you think?
Help us monitor and improve our 

content by rating this ebook.

BOB FRENCH, CFA

As McLean’s Director of Investment Analysis, Bob helps keep the team at McLean on 

the forefront of market developments.

Before joining McLean, Bob designed financial planning analytics tools at inStream 

Solutions and oversaw data analysis for advisors at Dimensional Fund Advisors.

ABOUT McLEAN

Celebrating over 30 years, McLean Asset Management Corporation provides comprehensive wealth 

management services with a specialization in retirement income planning and distribution. McLean expands 

beyond the standard level of financial advice by incorporating investment portfolios and empirically driven 

financial planning best practices into a singular strategy to best address your needs.  We offer advanced 

planning to assist our clients in many areas, including distribution planning, estate planning, tax planning, 

charitable giving, wealth protection and enhancement. The plans that are developed for each client are 

continually monitored and refined as circumstances change so that there is the assurance of “staying on track.”

© 2016 McLean Asset Management Corporation. All Rights Reserved.

http://www.booknow.so/mcleanam
http://www.mcleanam.com/home/contact-us/
http://mcleanam.hs-sites.com/ebook-rating


(866) 827-0636
mcleanam.com


	Investing Through the Decades
	McLean Back Cover



