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Chart 5: DJIA, SP500, NYSE & NASDAQ, 1980-2004
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Chart 6: DJIA, SP500, NYSE & NASDAQ, 1997-PRESENT, End-of-month Values
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Chart 4: DJIA, 1960-1979
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The DJIA had a difficult time rising above the psychological level of 1000.  It first hit 1000
in 1965 and made repeated attempts to break through that barrier. It finally succeeded in
1982 after moving sideways in a trading range for about 16 years.  In a trading market,
buy and hold doesn't work very well.  Buying on dips and selling at peaks works best.

After breaking thru 1000 in 1982, a long term bull market began and the market rose to over 11,000
before stalling. The rising slope sharply increased in 1995.  The crash in the NASDAQ index, dominated
by technology stocks, looks similar to the market crash of 1929.  The peak in the NASDAQ bubble
occurred in early 2000, preceded by fears of Y2K problems causing a boom in orders for new software,
computers, storage, equipment and supplies to prepare for Y2K.  The boom was followed by a bust as
orders dropped sharply and so did prices of NASDAQ stocks.  The broader market indexes did not crash
as sharply as NASDAQ, but went into a declining phase (bear market).  The buy and hold strategy of the
1990's worked fine during a bull market.  In a bear market, defensive bear market strategies are needed
to protect capital.

This chart zooms in to view the last 8
years on a monthly basis.

CRB Commodity Index often rises when stocks are falling.  Adding
natural resources reduces portfolio risk due to its different cycle.
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Chart 2: DJIA, 1920-1939
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The market crash of 1929 started a declining bear market that
lasted about 3 years before it finally struck a bottom in 1932
and began rising once again.  The market bubble reached a
peak of about 400 and fell to a low of about 50.

Chart 3: DJIA, 1940-1959

0
100
200
300
400
500
600
700
800

Jan-
40

Jan-
41

Jan-
42

Jan-
43

Jan-
44

Jan-
45

Jan-
46

Jan-
47

Jan-
48

Jan-
49

Jan-
50

Jan-
51

Jan-
52

Jan-
53

Jan-
54

Jan-
55

Jan-
56

Jan-
57

Jan-
58

Jan-
59

Although the market began rising from its low of about 50 in 1932, the DJIA did not
get back to its 1929 levels of 400 until 1954.  Anyone who bought at the peak in 1929
had to wait 25 years just to get back to break even.  However, those who bought at
the market low of 50 in 1932 made huge gains as the market climbed back to 400
and continued higher.

Chart 1: DJIA, 1920-Present
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This long term chart shows over 80 years of market history.  Although the long term trend has been
up, there are periods of decline and sideways movement. Notice how many years it struggled to
break thru 1000 and the sharp drop in 1987.  Since the market peak and technology bubble in 2000
the market has reverted back to the middle trend line.

The lower line is the CRB Commodity Index.  Its sharp rise in the 1970s depressed
the stock market.  When it fell from its peak, stocks began a long term rise.
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