
RETHINK HOW YOU INVEST
What’s “New” about the New Normal 

Assante Capital Management Ltd.
www.danielsongroup.ca

By collaborating to advise our client's personal wealth strategies and
investment portfolios, we help bring better balance to their lives.

By Frank Danielson, CFP

Senior Financial Planner



What’s “New” about a New Normal?
Rethink How

      You Invest

YOUR PERSONAL CFO

Frank Danielson, CFP
Senior Financial Planner

Ray Glicksohn, CFP
Senior Financial Planner

David Woo, CFP
Senior Financial Planner

Tony Morgan, FPC
Financial Planner

1932

What’s “New” about a New Normal?

 

800-650 W. Georgia Street
Vancouver, BC   V6B 4N8

p: 604.638.0352
f: 604.678.3361

www.danielsongroup.ca

The 2008 global market crisis and the struggling economy have left many 
investors fatigued. Despite strong equity returns since March 2009, some 
investors have been slow to regain market confidence.  Many are accepting the 
talk about a “new normal” in which stocks offer lower returns in the future.1 

The concept of a new normal is anything but new. In fact, throughout modern 
history, periods of economic upheaval and market volatility have led people to 
assume that life had somehow changed and that new economic rules or an 
expanding government would limit growth. What they could not see was how 
markets naturally adapt to major social and economic shifts, leading to new 
wealth creation. 

Let’s look at other periods when investors had strong reasons to give up on 
stocks, and consider the parallels to today:

The US stock market had just experienced four consecutive years of negative 
returns. A 1929 dollar invested in stocks was worth only 31 cents by the end 
of 1932. Hopes were sinking during the Great Depression, and many people 
felt as though the economy had permanently changed. Many investors left the 
market, and some would not return for a generation. Amidst what is consid-
ered the most difficult economic time in US history, the markets looked ahead 
to recovery.

US Stock Market Performance after 1932*

    5 Years  10 Years 20 Years
Annualized Return  15.35%  10.07%    13.19%
Growth of $1   $ 2.04  $ 2.61  $ 11.92
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1941
World War II was raging, and the US had just entered the conflict. The US stock market had experienced two 
consecutive years of negative performance, and the economy had shown signs of sliding back into depression. 
Although conversion to a wartime economy would revive industrial production and boost employment, investors 
struggled to see beyond the conflict. Many expected rationing, price controls, directed production, and other 
government measures to limit private sector performance.

US Stock Market Performance after 1941*

    5 Years  10 Years 20 Years
Annualized Return  18.63%  16.67%    16.29%
Growth of $1   $  2.35  $  4.67  $ 20.47

1974
Investors had just experienced the worst two-year market decline since the early 1930s, and the economy was enter-
ing its second year of recession. War in the Middle East had triggered the Arab oil embargo in late 1973, which 
drove crude oil prices to record levels and resulted in price controls and long lineups at gas stations. Consumers 
feared that other shortages would develop. President Nixon had resigned in August over the Watergate scandal. 
Annual inflation averaged 11%, and with mortgage rates at 10% the housing market was experiencing its worst 
slump in decades. With prices and unemployment rising, consumer confidence was weak and many economists 
were predicting another depression.

US Stock Market Performance after 1974*
    5 Years  10 Years 20 Years
Annualized Return  17.29%  15.92%  14.89%
Growth of $1   $  2.22  $  4.38  $ 16.07

1981
The stock market had delivered strong positive returns in five of the last seven calendar years, and the two negative 
years (1977 and 1981) were only moderately negative. Despite these results, investors were weary from 
stagflation—high annual inflation with anemic GDP growth—high unemployment and fears of another economic 
downturn. In late 1980, gold climbed to a record $873 per ounce—or $2,514 in 2011 dollars.  (By comparison, gold 
almost reached $1,900 at its peak in 2011.) Memories of the 1973–74 bear market lingered, and in 1979 a Business-
Week cover story titled “The Death of Equities” claimed inflation was destroying the stock market and that equities 
were no longer a good long-term investment.

US Stock Market Performance after 1981*
    5 Years  10 Years 20 Years
Annualized Return  18.82%  16.58%  14.54%
Growth of $1   $ 2.37  $ 4.64  $ 15.11
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1987
On Black Monday (October 19, 1987), the Dow Jones Industrial Average lost over 22% of its value during the 
worst single day in market history. The plunge marked the end of a five-year bull market, and the event shook 
investor confidence and raised concerns that destabilized markets would increase the odds of recession. But in the 
wake of the crash, the market began a relatively steady climb and recovered within two years. The effects of the 
crash were mostly limited to the financial sector.

US Stock Market Performance after 1987*
    5 Years  10 Years 20 Years
Annualized Return  16.16%  17.75%  11.89%
Growth of $1   $ 2.11  $ 5.12  $ 9.46

2002
By the end of 2002, investors had experienced the stress of the dot-com crash in March 2000, the shock of the 
September 11 attacks, and the early stages of wars in Afghanistan and Iraq. Although October 9, 2002, would 
ultimately mark the market’s low point, investors had endured three years of negative performance and an estimated 
$5 trillion in lost market value. A younger generation of investors had experienced its first taste of old-world risk in 
the “new economy.”

US Stock Market Performance after 2002*

    5 Years  10 Years 20 Years
Annualized Return  13.84%        —       —
Growth of $1   $ 1.91        —       —
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2008−TODAY
The market slide that began in 2008 reversed in early 2009—gaining 83.3% from March through 2010. Despite 
strong returns since the market bottom, memories of the 2008 crisis and talk of the “lost decade” have led many 
investors to question stocks as a long-term investment. But earlier generations of investors faced similar worries-
and today’s headlines echo the past with stories about government spending, surging inflation, deflationary threats, 
rising oil prices, economic stagnation, high unemployment, and market volatility.

Of course, no one knows what the future holds, which brings the concept of “normal” into question. What exactly 
is normal in the markets? 

The chart below shows the annual performance of the US market, as defined by CRSP deciles 1-10. Since 1926, 
there have been only four periods when the stock market had two or more consecutive years of negative returns. In 
addition, annual returns are rarely in line with the market’s 9.67% long-term average (annualized). The most obvi-
ous normal may be that, over time, stocks offer expected returns reflecting the uncertainty and risk that investors 
must bear. 

What’s new about that?
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Adam Shell, “’New Normal’ Argues for Investor Caution,” USA Today, August, 16, 2010. The term “new normal” originally 
referred to a post-global financial crisis environment characterized by several years of sluggish economic growth, below-average 
equity returns in developed markets, high market volatility and risk, high unemployment, and a world in which the range of 
possible financial outcomes is wider than normal and wealth dynamics are moving from developed to emerging economies. 

*All stock market returns based on CRSP 1-10 Index
Returns for all periods of the CRSP 1-10 Index are annualized. Data provided by the Center for Research in Securities Prices, 
University of Chicago.  Data includes indices of securities in each decile as well as other segments of NYSE securities (plus 
AMEX equivalents since July 1962 and NASDAQ equivalents since 1973). Additionally, includes US Treasury constant maturity 
indices.

Past performance is no guarantee of future results.
Indices are not available for direct investment; therefore, their performance does not reflect the expenses associated with the 
management of an actual portfolio.  

LEGAL DISCLAIMER

This material is provided for general information and is subject to change without 
notice. Every effort has been made to compile this material from reliable sources 
however no warranty can be made as to its accuracy or completeness. Before 
acting on any of the above, please make sure to see us for individual financial 
advice based on your personal circumstances. Investment products are provided 
through Assante Capital Management Ltd. Insurance products and services are 
provided through Assante Estate and Insurance Services Inc. Personal CFO is a 
trademark of CI Investments Inc. Danielson Group Wealth Management is a regis-
tered trade name under Assante Capital Management Ltd

Assante Capital Management Ltd. is a member of the Canadian Investor Protection 
Fund and is registered with the Investment Industry Regulatory Organization of 
Canada.
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