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The “4 Forces” Behind the Market. 
  

Here is a wonderful chart from MarketWatch today, with a profound lesson for us as investors: 
  

Doomsayers versus the Market since 2012 

 
  

It’s worth squinting at all the fine print, for a moment.  The chart’s creator kept track of some of the most 
eminent “end of the world” forecasts about the market, these past 6 years.  There were a lot of them, 
weren’t there?  (And Outlook suspects that only a small sample of all such gloomy predictions made it to 
this chart.)  Some of the authorities named above may be at the eccentric end of the range (Harry Dent) 
but others are perfectly respectable (RBS, Morgan Stanley, Bill Gross.)  All had detailed statistics and 
arguments to support their gloom.  All were wrong:  spectacularly wrong, mostly.    
  
Let’s glance at one more chart, then come to our conclusion. 
 

How Often Does the Market Lose Money?  90 Years of History. 



 
  

This chart is also a little dense.  Look at the 5th bar from the left:  “5 Years” and “12%.”  It means that over 
all possible 5-year holding periods, the market made money 88% of the time.  For 10-year periods, 93% 
were gains.  For 1-year periods . . . watch out, almost half were losses.  
  
This second chart, at its most humble, has something to say to all the experts named in the first chart: “Be 
careful what you say about the market, especially when what you say is “the end is 
around the corner.”  The historical odds are stacked very hard against you.” 
  
Historical odds do not substitute for understanding the market, for thinking hard about what’s going on 
in the real worlds of business and the economy today, and what that might mean for the wealth we’ve 
committed to common stocks.  But they are a reminder about the extraordinarily powerful forces which 
have created the facts displayed in that chart, these past 90 years.  Those “4 Forces” are: 
  

• Free markets and competition. 
• Astounding progress in technology. 
• Personal accountability and responsibility in America’s business leaders. 
• A tolerably light hand from government taxation and regulation—with a lightening of the growth-

stifling weight of government happening again and again during the century, often just when 
most needed by a struggling national economy.  

  
As Outlook has noted before, a pretty small dose of those Forces created the Chinese economic miracle, 
where an economy which for decades could only be described as “crushed,” shook off its chains and 
simply exploded over the past 25 years.  We strongly suspect that if we could enter the minds of all those 
gloomy experts in Chart One, we would find nowhere near enough respect for those “4 Forces.”  



  
No investor should commit her wealth to owning shares of American companies, unless she begins with 
a great deal of respect for “the 4 Forces.” If that respect is missing or weak, there will always come a time 
when she feels like taking counsel of her fears (because the whole investment world seems to be shouting 
that she ought to) and the gloomy, detailed analyses of a Harry Dent, Bill Gross, Morgan Stanley or RBS 
will seem unanswerable.  The top chart reminds us that they are indeed answerable, and they are 
overwhelmingly wrong—but we can’t conquer fear without hard, clear thinking about the whole picture 
of today’s market and economy.  As usual, that kind of thinking tells us we own exceptionally strong 
companies, valued cautiously in the market.  So we hold them, and keep buying. 
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The remarks above aren’t a general recommendation to buy or sell particular securities.  Such decisions 
should only be made in the context of an investor’s own circumstances.  Stocks and bonds carry the risk 
of loss.  
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