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How About Dow 100,000?
                                                                        April 20, 1999

Dow 10,000?  No problem!  How about Dow 120,000?  With all the hoopla surrounding the Dow’s recent surge past the 10,000 mark, it’s time to gain a little perspective on things.  Back in 1974, Roger Ibbotson, then a Yale economist who has since attained legendary status in the investment world, predicted that the Dow would hit 10,000 in 1999.  As amazing as that sounds, and as outlandish as it appeared 25 years ago, his prediction was simply based on the Dow matching its past average performance – or about 10% a year.

Projecting that same average annual performance into the future results in the Dow reaching 120,000 in another 25 years or so.  Of course, nothing is certain, but it points out that successful investing, and the ability to build greater wealth, can be a likely outcome if one maintains a certain degree of discipline while reaching for their goals.

The first quarter of 1999 provided a continuance of most of the common themes found in recent market performance.  Not even a burgeoning war in Europe could spook U.S. large cap stocks.  The S&P 500 Index advanced another 4.99%, while smaller stocks lagged again, losing 5.42%.

As we race toward January 1, 2000, from an economic standpoint, things seem to be shaping up quite well.  Asia finally seems to be making its way out of the financial morass it found itself in last year, and Brazil has come up with enough answers to their economic crisis that the fear of a global recession has all but subsided.  Riding that wave of enthusiasm, Emerging Market funds gained 7.94% for the quarter.  Additionally, High Yield Bond funds, which were hammered last year when recession fears were at their high point, also came back a bit in gaining 3.28%.
The balance of the year will be very interesting.  In the last couple weeks small cap stocks have actually, finally, begun to outperform their large cap counterpart.  Given how we have stressed over the years that such a cycle would eventually take place, it would certainly warm our hearts if such a rally could be sustained for any decent length of time.

Finally, I would like to take a moment to acknowledge another significant event that took place since our last correspondence.  Jackie Reed, whom I was so fortunate to call my mother, passed away in early March.  Her joy of life, and love for everything that she experienced will always serve as poignant reminders of the things that are truly important.  She is sorely missed.

Warm regards,

Anthony M. Reed, CPA, CFP

Director, Investment Services

