SECULAR STOCK MARKETS EXPLAINED
Dow Jones Industrial Average: 1900-2008

Secular stock market cycles are driven by trends in the price/earnings ratio (P/E)

Secular bull markets start after the trough of below-average P/Es
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Secular bears start after the peak of above-average P/Es
Despite market declines in the 2000s, P/Es remain above average and
trending lower — the potential sign of a current secular bear market
1,000
100
+2% +317% |-80%|200%] -38% +7174% -10% +1214% 22?2%
2 / \/-/\
=
fﬁu 15 V/\VM /\ Fa N AvM \'A _—
S NN \—\.,N'/ AT
0
1900 1910 1920 1930 1940 1950 1960 1970 1980 1990 2000

Copyright 2006-2009, Crestmont Research (www.CrestmontResearch.com)




