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Wild Ride Ahead in 2015 Stock Markets  
By Ronald Surz   
January, 2015 

 

The race is not always to the swift, nor the battle to the strong, but that's the way to bet.  
Damon Runyon, author. 

 
2014 was a year of transition, marking the end of Quantitative Easing and the beginning 
of an investment consultant renaissance that could change the way we invest in the 
future. Consequently, 2015 promises to be a wild ride. Hot topics include the following. 
I’d be happy to discuss them with you. You can reach me at Ron@ppca-inc.com . 
 

• Active investment managers failed miserably in 2014 so we’ve written a white 
paper to remedy this problem, and posted an Infographic. There are too many 
unskilled active managers that remain in business because obsolete performance 
evaluation approaches can’t differentiate good from bad.  For example, most 
consultants use peer group comparisons but we know now that more than 80% 
of the managers in peer groups have failed. Consequently, investment managers 
are evaluated relative to a bunch of losers. Beating the losers is not a win. 

• Smart beta indexes have attracted hundreds of $billions with their promise of 
outperforming traditional capitalization-weighted indexes by using computer 
algorithms to assign alternative weights. Before you buy, be sure your smart 
betas can pass a simple IQ test, and consider Smarter Betas to complement your 
active managers.  Smart beta beats standard indexes beats active managers.     

• Catapulted by the failure of active management and the success of smart betas, 
Robo advisors have amassed a venture capital war chest in the hundreds of 
$millions. Robos provide computerized advice with little or no human contact, at 
a very low price. As detailed in our e-book, investors can now choose among 
traditional advisors, Robos, and do-it-yourself. You can get profiles of Robo 
advisors at Paladin Registry.  

• Target date funds, with their automated glide path allocations, continued their 
ascent into dominating market share of 401(k) plan assets, reaching 30%. Please 
see our book, e-book, InfoGraphic, and our new investable TDF Index Fund, 
currently the only investable TDF Index now that iShares terminated their TDF 
index  ETF. TDFs failed the 2008 test, and they’ll fail the next test too, big time. 
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• The Federal Reserve has announced an end to Quantitative Easing, which will 
lead to higher interest rates. QE is a $3.5 trillion experiment that is not over yet. 
Its unwinding could have very serious repercussions for the economy and the 
markets. No one knows what the ultimate outcomes will be, but we do know 
that bond market yields have been manipulated and suppressed. At the same 
time, our national debt has grown to exceed $18 trillion with 
no ceiling in sight. Each taxpayer owes $154,000 which is 
about 3 years of the average person’s pay. The current hope 
is that a Republican House and Senate can reform America’s 
profligate ways. Voters need to express their concern. Most 
of us have grown numb to these exorbitant debts, whistling 
past the graveyard, so it just keeps getting worse.   
 
 

Set against this backdrop, it was an interesting and surprising year for security market 
performance. In the following, I begin with a review of current U.S. and foreign stock 
markets, examining the year 2014 and the past seven years, including the crash of 2008. 
This perspective serves as a launch point into the wild ride ahead, specifically 2015 and 
the remainder of this decade. I conclude with a review of the past 89 years of U.S. stock 
and bond markets. As usual, I welcome your feedback, and hope you find my 
comments helpful and insightful. 

 

 The Present 
 
Another good year 
 
With the exception of a slight stumble in 2011, the 2008 
market correction has been followed by consistent 
market gains, with 2014 delivering an 11% total market 
return. It’s been a six-peat. The U.S. stock market has 
returned a compound 17% per year over the past 6 
years, almost doubling the market’s 10% per year 
average, and resulting in a cumulative increase of more 
than 150%. As a result, the Wall Street Journal reports that 
many mutual funds have realized capital gains that will increase investor taxes.  

http://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=7&cad=rja&uact=8&ved=0CF4QFjAG&url=http%3A%2F%2Fwww.economist.com%2Fblogs%2Feconomist-explains%2F2014%2F01%2Feconomist-explains-7&ei=M7eiVLLkFY7ooATd04LIDA&usg=AFQjCNG23KuN0y5eBjcMPWfPeSDQqhXziQ&�
http://www.businessweek.com/articles/2014-10-29/the-feds-quantitative-easing-is-not-really-ending�
http://www.usdebtclock.org/�
https://www.youtube.com/watch?v=Li0no7O9zmE&feature=youtu.be�
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This good performance has generated 
concerns about another market bubble, but 
the graphs on the right suggests otherwise. 
Even though stock prices have increased, 
both dividends and earnings have kept pace, 
so prices appear to be reasonable. P/Es are 
trending higher, but still no higher than 20, 
and dividend yields have declined a little to 
1.8%. Extensive share buy-backs are part of 
the reason that earnings and dividends have 
kept up with increasing prices. When shares 
are repurchased, the number of shares 
outstanding decreases, so earnings per share 
and dividends per share increase.  
It’s useful and insightful to examine the sources of these returns. The following formula 
works quite well: 
 
Return = Dividend Yield + (1 + Earnings Growth) X (1 + P/E expansion/contraction) – 1 
 
This formula is simple yet elegant, stating that total return equals dividend yield plus 
sources of price change, namely the compounding of earnings growth with investor-
driven changes in the price/earnings ratio. I’ll use this formula again when we discuss 
the future. 
 
The components of returns for the past two 
six-year periods are shown in the graph on 
the right. As you can see, P/E 
expansion/contraction has been the driving 
force, especially in the most recent 6 years, 
explaining 7.3% of a 17% return. This 
component is primarily driven by investor 
behavior, and may well be the cause of 
future economic results rather than being a 
leading indicator of the economy. In his 
1998 book the Beast on Wall Street Dr. 
Robert Haugen asserts that the market crash 
of 1929 caused the Great Depression, as 
opposed to predicting it.  In other words, 
the market drives the economy rather than 
anticipating it. If so, recent P/E expansion bodes well for the economy, if this expansion 
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continues. The big question remains: what will be the ultimate effects of quantitative 
easing? There’s no doubt the bond market is being manipulated and that this has a 
material effect on stock markets. Specifically stock buy-backs are proliferating because 
money is cheap. Corporations can borrow at very low interest rates to buy their own 
stock, which in turn drives up share prices. Can we expect buy-backs to continue now 
that the brakes are coming off of interest rates?  What forces will drive future P/E 
expansion / contraction? 
 
 
 
America the Beautiful  
 
U.S. real estate and stock markets performed best 
in 2014, as shown in the graph on the right. As 
was the case last year, there is a wide dispersion 
of performance among multi-asset managers, 
with offsetting effects. Diversification into real 
estate helped performance, but diversification 
into commodities hurt.  
 
Commodities suffered back-to-back losses in 
2013 and 2014.  2014 began 
with a 10% recovery in 
commodities, earning back 
2013’s 10% loss, but the 
strengthening dollar took all 
that back in the second half, 
plus another 17%. See chart 
on the right.  
 
However, gold fared 
reasonably well in a 
strengthening dollar 
environment.  Following last 
year’s 30% loss, gold was 
down 1% in $U.S. in 2014 
which, when viewed as a currency, makes it the second best performing, after the U.S. 
dollar. Paper money is called “fiat currency” because its value is established by fiat. By 
contrast, gold is a hard asset.  Because we no longer use a gold standard, fiat money 

http://www.investopedia.com/terms/f/fiatmoney.asp�
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“works” because we all agree that it will work, based on our collective assessment of 
the full faith and credit of the issuing nation that can print as much as it wants. Fiat 
currencies are pieces of paper with little actual value, with some exceptions like U.S. 
pennies minted before 1982 that are worth almost 2 cents because of their copper 
content. For example, we’ve decided that the Russian ruble will buy 40% less today 
than it could a year ago. Some predict currency wars in 2015. 
 

  
 
 
 
 
Getting back to the 2014 U.S. stock market we can use the return components formula 
above as follows: 
 
11% Return = 2% Dividend + (6% Earnings Growth compounded with 3% P/E 
Expansion) 
 
As usual, some styles and sectors have thrived while others have struggled. Similarly, 
outside the U.S. there was a wide range of country performance. The following section 
examines these results.  
   
 
 
 
 

http://www.coinflation.com/�
http://dollarcollapse.com/currency-war-2/welcome-to-the-currency-war-part-17-the-dollars-turn-to-cause-a-recession/�
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Winners and Losers in 2014 and the 5 Years Ending 2014 
 
 U.S. stocks  
 
Large cap stocks led the way in 2014, with large-cap 
core stocks performing best, earning 18%. By 
contrast, small-cap growth companies lost 4%. This 
has been one of those unusual periods where the 
“stuff in the middle” (core) has not performed in 
line with the “stuff on the ends.” Core has 
performed better than both value and growth, 
which is just the opposite of what happened in 2013 
when core underperformed; there’s been a reversal. 
I use Surz Style Pure® classifications throughout this 
commentary.  
 
Note that the S&P500 returned 13.5% (not shown), 
exceeding the total market’s 11% return. Much of this outperformance derives from the 
50 stocks that comprise large core. Although this style is only 10% of the stocks in the 
S&P500, it’s a third of the capitalization.   
 
On the sector front, health care fared best, 
earning 24%. By contrast, energy stocks lost 
8%, and materials were flat. It was a bad year 
for infrastructure companies, and a good year 
for technology, both IT and medical.  
 

Energy prices tanked in the second half of the 
year as oil prices plummeted, due in large part 
to increased supply coming out of the U.S. But 
many oil companies involved in hydraulic 
fracturing, which is a pricier process than 
more conventional drilling methods, are 
starting to feel the pinch. Several companies have already been forced to temporarily 
close rigs in pricier shale regions, including the Eagle Ford in Texas and Bakken in 
North Dakota. 

http://www.ppca-inc.com/SurzStyles/surz_style_definitions.htm�
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Looking back over the past 5 years we see 
that value stocks of all sizes have fared best. 
 
 
The sector returns in this chart are shown in 
the same sequence as the year, so you can see 
that the big change in 2014 was the decline in 
consumer discretionary and industrials, 
which had been performing well coming into 
2014.  
 
 
But the interesting details lie in the cross-
sections of styles with sectors, especially if 
we are interested in exploiting momentum 
effects, as discussed in “Part 2: The Future” 
below.  
 
 
  
 
 
 
Foreign stocks  
 
Looking outside the U.S., foreign markets 
earned 3%% in 2014, lagging the U.S. stock 
market’s 11% return, but exceeding EAFE’s 
4.5% loss. Japan and Europe were the big stories 
in 2013, earning 30%, and they are again this 
year but because of their losses. The UK lost 4% 
and Japan lost 1%, with much of the loss in $US 
dollar terms coming from the strengthening 
dollar. On the win side, Asia ex Japan returned 
15.5% and emerging markets returned 11%. 
Note that EAFE and ADRs were easy to beat.  
 
On the style front, value stocks performed best 
with a 6% return while growth lost 0.2%.  
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Looking back over the past 5 years, foreign market returns of 9% per year have lagged 
the U.S. 15% per year appreciation. The UK has had the best performance, matching the 
U.S. 15% per year. By contrast, emerging markets have earned only 5.5% per year. EAFE 
and ADRs have trailed because smaller companies (not shown) have outperformed 
large, with small caps earning 11% versus 9% for large companies.      
 
The performance spread is wider across styles, with value stocks returning 13% while 
growth stocks earned only 7%. 
 

 
 
 
 
 
 
 
 
We can’t change the past or the present, but we can plan for the future, as addressed in 
the next section. 
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Part 2: The Future 
 
In this section I provide a forecast of broad stock market returns as well as pinpoint 
market segments that will win and lose in the short term. 
 
Stock Market Returns in 2015 and Beyond 
 
You can use the components formula above to forecast future returns. Simply plug in 
your estimates of earnings growth and ending P/E. For example, the following table 
uses the formula to peer into 2015. The cell highlighted in yellow – earnings growth of 
6% and an ending P/E of 15 – is the average long-term situation. In other words, if 2015 
is “average” we’ll see a 19% loss next year. But what if it’s not average? The purple cells 
highlight a band around the average and indicate a performance range between a 10% 
gain and a 20% loss. By contrast, losses are not in most forecasts for 2015, so a 19% loss 
is a contrarian view. 
   

Return Forecast for 2015 (1 Year) 

    
Earnings Growth 

   End P/E -4 -2 0 2 4 6 8 10 
10 -50 -49 -48 -47 -46 -45 -44 -43 
15 -26 -25 -23 -22 -20 -19 -17 -16 
20 -2 0 2 4 6 8 10 12 
25 22 24 27 29 32 34 37 39 
30 46 49 52 55 58 61 64 67 
35 70 73 77 80 84 87 91 94 

Source: PPCA Inc 
 
We can also use the formula to look beyond 2015, to the end of the decade, as shown in 
the following table. Single digit returns are consistent with PIMCO’s “new normal.” 
 

Return Forecast for 2015-2020 (6 Years) 

    
Earnings Growth 

   End P/E -4 -2 0 2 4 6 8 10 
10 -13 -11 -9 -7 -6 -4 -2 0 
15 -7 -5 -3 -1 1 3 5 7 
20 -2 0 2 4 6 8 10 12 
25 1 4 6 8 10 12 14 16 
30 5 7 9 11 13 15 17 19 
35 7 9 12 14 16 18 20 23 

Source: PPCA Inc 
 

http://blogs.wsj.com/moneybeat/2014/04/30/bill-gross-expect-lower-neutral-rates-in-the-new-normal/�
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This framework can also be used for foreign markets, which are currently near 
historical averages, so their expected returns are near norm, namely returns near 9%. 
 
Stock buybacks will continue to be a wildcard affecting stock prices.  Low interest rates 
create an opportunity for corporations to borrow for the purpose of buying back shares, 
which increases stock prices and earnings per share because there are fewer shares 
outstanding. When interest rates increase, as they likely will in 2015, share repurchases 
will become less attractive because borrowing will cost more. Also, the value of 
corporations will tend to decrease because future earnings will be discounted at a 
higher rate. In other words, share repurchases will be less of a factor going forward, 
reinforcing the dismal forecasts above.  
 
Despite recent market gains, or perhaps because of them, investors have been flocking 
into hedge funds as a defensive move. The demand for these products is sure to 
increase substantially in the years ahead as the crowd grapples with the harsh reality of 
the future. But separating the alpha wheat from beta’s chaff is crucial in the business of 
intelligently selecting hedge funds. Please see the Future of Hedge Fund Evaluation and 
Fees.  
 
 
 
Winners and Losers Forecast for 2015 
 
In Searching for Alpha in Heat Maps, published in early April, 2013 I showed how heat 
maps could be used to profit from momentum effects. I then published my forecasts 
each quarter, and momentum effects “worked”, with winners continuing to win and 
losers continuing to lose..  
 
So now I’ll offer forecasts for the first quarter of 2015 using heat maps. A heat map 
shows shades of green for “good,” which in this case is good performance relative to 
the total market. By contrast, shades of red are bad, indicating underperformance. 
Yellow is neutral.  
 
The table below is the U.S. heat map for the year ending December 31, 2014. We see that 
the best performing market segments are mostly in the health care sector. Also,  large 
cap value technology stocks have earned 28.4%. These would be the stocks to bet on if 
you want to make a momentum bet. Of course you could make a contrarion bet that 
these sectors will not do well. (See the Damon Runyon quote that begins this 
commentary.) 

http://www.wsj.com/articles/companies-stock-buybacks-help-buoy-the-market-1410823441�
http://www.youtube.com/watch?v=15WMgI6DEPI&feature=em-upload_owner�
http://www.youtube.com/watch?v=15WMgI6DEPI&feature=em-upload_owner�
http://www.hedgeworld.com/blog/?p=7717�
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As for underperforming segments, energy stocks are the place to look, plus large cap 
growth utilities-and-telephones.  
 
  Many quantitative managers employ momentum in their models, buying the “green” 
and selling the “red.” Fundamental managers use heat maps as clues to segments of the 
market that are worth exploring, for both momentum and reversal potential. 
 

U.S. Heat Map for the Year Ending December 31, 2014 

 
STAP DISC HLTH MATL TECH ENER INDU UTEL FINC TOTL 

LGVL 14.8 4.5 21.2 -8.1 28.4 -2.9 8.6 11.3 12.6 12.5 
LGCO 25.9 16.9 18.9 8 19.2 -1.1 17.7 29.7 22.1 18.2 
LGGR 4.9 5.1 28.7 15.3 8.3 -1.4 10.2 -37.7 11.1 8.6 
MDVL 7.2 15.6 34.2 0.9 14.8 -16.2 2.7 26.2 13.7 11.2 
MDCO 24 20.2 29.5 21.1 12.2 -8.4 9.6 9.9 19.3 13.5 
MDGR 25.4 3.7 24.6 -6 8.8 -16.2 5.7 17.7 9.8 5.8 
SCVL 12.8 6.2 25.5 -1.2 16.1 -20 4.5 17.4 9.7 6.7 
SCCO 0.2 -3.5 12.9 2.4 6.4 -30 -2.1 -15.6 7.6 1.6 
SCGR 2.5 -6 26.9 -12.3 -6.5 -42.9 -17.2 6.2 -12.3 -3.9 
TOTL 15.6 8.2 24.8 1.9 15.9 -8.1 8 12.4 12.9 10.7 

Source: PPCA Inc 
 
Moving outside the U.S., healthcare and consumer discretionary stocks in emerging 
markets have thrived with 40.1% and 35.2% returns, while energy stocks in all countries 
and styles have suffered. 
 

Foreign Heat Map for the Year Ending December 31, 2014 

 
STAP DISC HLTH MATL TECH ENER INDU UTEL FINC TOTL 

LGVL 3.3 1.3 -2.8 -9.1 27.5 -10.5 10 9.4 9.2 5.1 
LGCO 1.8 -2 12.2 -9.3 21.5 -7.6 -3.6 7.8 0.2 1.4 
LGGR 3.3 0.1 16 -12.5 -0.6 -13.5 -0.7 -21.1 -3 -2.4 
MDVL 2.8 2.9 8.3 4.1 15.9 -18.8 7 15.5 12.8 7.7 
MDCO 0.9 3.2 7.4 4.4 17.3 -19.6 0.1 -3.7 1.3 1.7 
MDGR 2.3 -1.4 11.6 -1.3 5.4 -24.9 1.3 3.1 20.6 2.4 
SCVL 10.8 8.3 23.6 14.7 11.6 -12.3 7 15.9 15 10.5 
SCCO 6.2 12.9 14.9 8.3 7.5 -26.8 6.1 -3.8 1.8 5.7 
SCGR 4.5 10 9.7 8.8 10.2 -21 11.8 4.1 5.7 8.1 
UK 1.4 4.5 17.8 -9.9 2.4 -19.1 -4.7 -18.6 -2.8 -3.9 
JAPN 5.6 1.4 4.3 3 1.7 -11.1 2.4 -8.8 -11.4 -1.1 
CANA 35.1 18.5 18.9 -10.9 22.4 -10.5 15.5 7.3 7.8 3.9 
AUST -6.3 -2.2 14.3 -18.1 -12.7 -14.1 6.3 19.5 13 3 
APXJ 8.4 -1 13.6 7.9 15.6 -0.2 15.3 22.7 28.1 15.7 
EURO 0.9 -6 7 -5.7 0.7 -19.7 -8 5.8 -6.1 -3.7 
EMRG 9.3 35.2 40.1 1.4 15.6 -10.8 23 -3.2 17.3 11.2 
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LATN -7.9 1.7 -5.5 -17.3 15.1 -24.4 -10.2 4.7 5.3 -3.5 
OTHR 3.1 -10 42.5 8.7 4.4 -33.3 4.6 6.9 11.9 1.5 
TOTL 2.9 0.9 13.1 -3.6 8.1 -13.3 2.2 4.5 6.7 2.8 

 
UK JAPN CANA AUST APXJ EURO EMRG LATN 

  LGVL -3.3 -1.1 4.9 3.5 24 0 1.1 -1.1 
  LGCO 1.1 -2.1 3.6 -2.4 5.1 0 7.9 3.1 
  LGGR -7.5 -4.6 6.2 2.2 6.1 -7.2 12.8 -8 
  MDVL 6.3 -0.1 -6.3 9.4 19.3 -1.6 16.9 -1.6 
  MDCO -1 3 -1.3 11.4 9.8 -7.7 8.3 -2.4 
  MDGR -0.7 -2.1 -4.2 -3.6 12.8 -9 16.5 -7.7 
  SCVL 2.8 9.7 2.1 -2.1 12.6 -0.1 26 -4.6 
  SCCO -5.7 4.1 3 -1.3 13 -3.8 14.8 -12.1 
  SCGR -13.3 -8.8 -6.1 -13.7 21.7 -9.6 13.5 -10.3 
   

Source: PPCA Inc 
 
 
 
 
 
 
 
In forecasting the future, it helps to have an understanding of the past. Those who are 
unaware of the mistakes of the past are more likely to repeat them. In the final section of 
this report, I provide a longer term 89-year history of stocks, bonds, T-bills and 
inflation. There are many lessons to be learned from this history. 
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Part 3: The Past 
 
 
The 89-year history of the U.S. capital markets 
 
 
The table on the following page shows the history of risk and return for stocks (S&P 
500), bonds (Citigroup high grade), T-bills and inflation. There are many lessons in this 
table, so it’s worth your time and effort to review these results. For example, here are a 
few of the lessons: 
 

1. T-bills paid less than inflation in 2014, earning 0.10% in a 1.3% inflationary 
environment. We paid the government to use their mattress, as we have for 
the past ten years, with a 1.52% return in a 2.12% inflationary environment.  
 

2. Bonds were more “efficient,” delivering more returns per unit of risk than 
stocks in the first 44 years, but they have been about as efficient in the most 
recent 45 years. The Sharpe ratio for bonds is .45 versus .35 for stocks in the 
first 44 years, but the Sharpe ratio for both is the same .33 in the more recent 
45 years. Both stocks and bonds have returned .33% per unit of risk. 

 
3. The past decade has been the second worst for stocks across the past eight 

consecutive 10-year periods, earning 7.68% per year. The decade1965-1974 
was much worse, with a 1.24% return. 
 

4. Average inflation in the past 45 years has been about 2.5 times that of the 
previous 44 years: 1.75% in 1926-1969 versus 4.19% in 1970-2014.   

 
5. Bonds returned 2% above inflation in the first 44 years, and that doubled to 

above 4% in the past 45 years. 
 
6. Long-term high-grade corporate bonds have fared reasonably well in the last 

five years, earning more than 5% per year above inflation, which is surprising 
in light of low interest rates. America has benefitted from confidence in the 
U.S. dollar, resulting in decreases in interest rates.  

 
7. The 8.26% standard deviation of monthly stock returns in 2014 is less than 

half the historical average of 19%. It was a “quiet” year. 
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MARKET HISTORY FOR YEARS ENDING DECEMBER, 2014 
  
                          stocks                 bonds               t-bills         cpi          
                   ---------------------  ---------------------  --------------  -------------- 
                    RETURN STNDEV SHARPE   RETURN STNDEV SHARPE   RETURN STNDEV   RETURN STNDEV 
                    ------ ------ ------   ------ ------ ------   ------ ------   ------ ------ 
 2014  (1 YEAR)      13.69   8.26   1.62     5.19   2.28   2.22      .10    .02     1.30   1.12   
 ______________________________________________________________________________________________ 
  
 1926-2014(89 YRS)   10.12  18.91    .34     6.13   7.31    .35     3.50    .89     2.98   1.82   
 ______________________________________________________________________________________________ 
  
 1926-1969(44 YRS)    9.75  21.96    .35     3.87   4.32    .45     1.84    .49     1.75   2.20  
  
 1970-2014(45 YRS)   10.48  15.37    .33     8.40   9.31    .33     5.15    .95     4.19   1.25   
 ______________________________________________________________________________________________ 
  
 1935-1944(10 YRS)    9.28  22.63    .40     5.32   2.11   2.44      .15    .05     2.89   2.00  
  
 1945-1954(10 YRS)   17.12  13.48   1.18     3.19   4.38    .50     1.01    .15     4.16   2.85  
  
 1955-1964(10 YRS)   12.82  12.18    .82     2.59   4.11    .00     2.58    .23     1.57    .70  
  
 1965-1974(10 YRS)    1.24  14.60   -.27     2.13   7.66   -.41     5.42    .43     5.20   1.05  
  
 1975-1984(10 YRS)   14.77  14.80    .36     8.44  12.44   -.03     8.85    .89     7.35   1.24  
  
 1985-1994(10 YRS)   14.37  15.34    .52    11.42   7.50    .70     5.96    .56     3.57    .71  
  
 1995-2004(10 YRS)   12.11  15.72    .50     9.03   6.51    .74     4.02    .53     2.64    .64  
  
 2005-2014(10 YRS)    7.68  14.68    .41     5.66   9.97    .41     1.52    .56     2.12   1.53  
 ______________________________________________________________________________________________ 
  
 1930-1934( 5 YRS)   -9.93  46.18   -.23    10.30   6.20   1.47      .99    .30    -4.79   2.90  
  
 1935-1939( 5 YRS)   10.90  27.28    .40     7.43   2.55   2.87      .12    .05      .83   1.94  
  
 1940-1944( 5 YRS)    7.67  16.94    .44     3.25   1.34   2.28      .19    .05     4.99   1.89  
  
 1945-1949( 5 YRS)   10.68  14.92    .67     2.15   2.05    .74      .62    .10     5.84   3.71  
  
 1950-1954( 5 YRS)   23.92  11.78   1.88     4.24   5.86    .48     1.40    .12     2.50   1.49  
  
 1955-1959( 5 YRS)   14.95  11.90   1.03     -.46   5.09   -.54     2.34    .25     1.90    .82  
  
 1960-1964( 5 YRS)   10.73  12.53    .61     5.73   2.58   1.09     2.83    .19     1.25    .56  
  
 1965-1969( 5 YRS)    4.96  11.81    .00    -2.22   6.10  -1.12     4.93    .29     3.82    .68  
  
 1970-1974( 5 YRS)   -2.35  16.99   -.46     6.68   8.81    .08     5.92    .50     6.59   1.22  
  
 1975-1979( 5 YRS)   14.76  14.58    .52     5.78   7.58   -.11     6.70    .58     8.15    .98  
  
 1980-1984( 5 YRS)   14.77  15.15    .22    11.17  15.91    .01    11.05    .75     6.55   1.44  
  
 1985-1989( 5 YRS)   20.38  17.70    .71    14.75   8.77    .83     7.02    .41     3.66    .72  
  
 1990-1994( 5 YRS)    8.66  12.50    .28     8.19   5.92    .53     4.92    .55     3.48    .71  
  
 1995-1999( 5 YRS)   28.58  13.96   1.60     8.16   5.08    .56     5.24    .13     2.50    .48  
  
 2000-2004( 5 YRS)   -2.25  16.50   -.30     9.90   7.72    .90     2.81    .56     2.78    .77  
  
 2005-2009( 5 YRS)     .32  16.02   -.16     4.56  12.79    .12     2.96    .55     2.56   1.88  
  
 2010-2014( 5 YRS)   15.58  13.03   1.19     6.76   6.05   1.10      .10    .02     1.67   1.06   
 
 

Source: PPCA Inc 
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Additional perspective is provided by the following histograms of stock and bond 
returns. 
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Ron Surz is President and CEO of PPCA Inc and its Target Date Solutions subsidiary. Both are in San 
Clemente, CA. Ron is a performance evaluation veteran who started with A.G. Becker in the 1970s. PPCA 
provides contemporary investment manager due diligence software and Surz Style Pure Indexes® 
including Centric Core. Target Date Solutions manages target date funds using its patented Safe Landing 
Glide Path®, and has published a book to help fiduciaries select TDFs. 
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