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KEY TAKEAWAYS

The bull market continues to defy the skeptics and is now nearing a major
milestone. On August 22, 2018, this bull market can overtake the bull market of
the 1990s as the longest ever. From tariffs to trade wars to inflation to a flattening
yield curve to a global economic slowdown, the headlines continue to cast doubt on
the sustainability of this economic cycle and bull market. Although we see several
potential stumbling blocks, we continue to believe this economy and stock market
rally have plenty of fuel left in the tank.

This bull market may
soon become the
longest in history.
The U.S. economy
remains quite strong,
with plenty of room for
continued growth in
our view.
Recent stock market
gains may be an
indication of continued
bullish momentum over
the rest of 2018.

MAJOR MILESTONE
The current bull market was born on March 9, 2009, and is now just days away from
topping the previous longest bull market from the 1990s. Next week, on August
22, this current bull can officially take the top spot as the longest ever [Figure 1].
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THE CURRENT BULL MARKET MAY SOON BE THE LONGEST EVER
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All indexes are unmanaged and cannot be invested into directly. Unmanaged index returns do not
reflect fees, expenses, or sales charges. Index performance is not indicative of the performance of
any investment. All performance referenced is historical and is no guarantee of future results.
Chart is based on S&P 500 Performance. The modern design of the S&P 500 stock index was first
launched in 1957. Performance back to 1950 incorporates the performance of predecessor index,
the S&P 90.
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This might be the longest bull market ever, but you
could argue it isn’t the greatest; at least not yet. The
S&P 500 gained nearly 420% during the 1990s
bull market when all was said and done, versus the
current bull standing just over 320%.

AGE IS JUST A NUMBER
A 9-year-plus bull market is undoubtedly old, but we
don’t think that means it’s necessarily near an end.
Given the current oldest woman in America is 113
and the oldest man is 112 (and smokes 12 cigars a
day), perhaps age is nothing more than a number.
As we laid out in our Midyear Outlook 2018: The Plot
Thickens, we believe that the underlying positives
from fiscal policy, government spending, strong
corporate earnings, and improving confidence
should extend this economic cycle for at least
another year, maybe more.
Here at LPL Research we like to say: “Bull markets
don’t die of old age, they die of excesses.” The
good news is we simply aren’t seeing the same
types of excesses seen at previous major market
peaks. There are several reasons we don’t expect
a recession soon. One is that the past three
recessions were preceded by annual wage growth
of more than 4%. Recent data showed wages
growing at 2.7% year over year, suggesting inflation
remains tame. Second, the Conference Board’s
Leading Economic Index (LEI), one of our favorite
economic indicators, is up nicely. This indicator
turned negative year over year ahead of every
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recession going back to the 1970s, which makes the
25 consecutive monthly gains and recent 5.8% yearover-year increase all the more impressive. Third, our
proprietary Recession Watch Dashboard, which looks
at 12 separate inputs—such as employment, inflation,
housing starts, and earnings—continues to suggest a
very low probability of recession within the next
12 months.
While this bull market and economic recovery may
very well be old, adding it all up, we see few signs
that suggest an end is near.

LONG AND WINDING ROAD
This 9-year run has been anything but smooth. There
were two significant corrections along the way. In
fact, using a 20% correction as the endpoint, this bull
market almost ended abruptly not long after it began.
At its intraday lows, the S&P 500 corrected more
than 20% in October 2011. The index rallied off the
lows and closed down 19.4%, so we did not consider
it the end of the bull market. A few years later, from
the peak in May 2015 until the lows in February
2016, the S&P 500 dropped 14.2%. But there was
significant damage under the surface. For instance,
the median S&P 500 stock fell more than 25% peak
to trough, while many energy and financial stocks
were more than cut in half and the small cap Russell
2000 Index fell 26.4%. In other words, it might not
have technically been considered a bear market, but
if you held a well-diversified portfolio, it may have felt
like one.
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IS THE MARKET TELLING US SOMETHING?

First off, be aware that August and September are
historically two of the weaker months, so a pullback
at some point in the near term would not surprise us.
The good news is any market weakness may present
a nice buying opportunity for suitable investors. The
S&P 500 closed in the green in April, May, June, and
July of this year, something that has happened in only
10 other years since 1950 [Figure 2]. In each of those
years, stocks closed higher over the final five months
of the year every time. In other words, when “Sell in
May” doesn’t work, the stock market may be telling
us more gains are on the way.

We all know that “Sell in May and go away” is
based on the seasonal stock market pattern in
which the six months from May through October
are historically weak for stocks. Well, 2018 has
bucked that trend, with the S&P 500 up nearly 7%
since the start of May. As we noted in Don’t Sell in
May, there were many signs that suggested higher
stock prices during this time frame were possible.
Now that it has happened, does it mean anything?
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BULLS COULD BE SMILING THE REST OF 2018
Rest of Year Returns When the S&P 500 Is Up in April, May, June, and July (1950–Present)
Year of
Presidential Cycle

Year

Date

S&P 500

August Return

Final 5 Months
of Year Return

1954

2

07/30/54

30.88

-3.4%

16.5%

1958

2

07/31/58

47.19

1.2%

17.0%

1964

4

07/31/64

83.18

-1.6%

1.9%

1980

4

07/31/80

121.67

0.6%

11.6%

1995

3

07/31/95

562.06

0.0%

9.6%

1997

1

07/31/97

954.29

-5.7%

1.7%

2003

3

07/31/03

990.31

1.8%

12.3%

2009

1

07/31/09

987.48

3.4%

12.9%

2016

4

07/29/16

2,173.60

-0.1%

3.0%

2017

1

07/31/17

2,470.30

0.1%

8.2%

2018

2

07/31/18

2,816.29

?

?

Average

-0.4%

9.5%

Median

0.0%

10.6%

% Higher

50.0%

100.0%

All Years For S&P 500 (1950 to Present)
August Return

Final 5 Months of Year Return

Average

-0.1%

3.5%

Median

0.5%

3.9%

% Higher

54.4%

75.0%

Source: LPL Research, FactSet 08/07/18
The modern design of the S&P 500 stock index was first launched in 1957. Performance back to 1950 incorporates the
performance of the predecessor index, the S&P 90.
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CONCLUSION
The ongoing bull market is almost certainly set to
become the longest ever. What does that mean
for investors? We know that volatility is normal late
in economic and market cycles, and we expect
more ups and downs over the rest of 2018; but that
doesn’t mean the bull market is nearly over. In fact,
when we look at the combination of stimulative
fiscal policy, increasing government spending,
robust corporate profits, strong consumer and
business confidence, and low inflation, we think
this economic expansion and bull market could
potentially have years left to go. n

IMPORTANT DISCLOSURES
The opinions voiced in this material are for general information only and are not intended to provide specific advice or recommendations for any individual. To
determine which investment(s) may be appropriate for you, consult your financial advisor prior to investing. All performance referenced is historical and is no
guarantee of future results. The economic forecasts set forth in the presentation may not develop as predicted and there can be no guarantee that strategies
promoted will be successful.
All investing involves risk including loss of principal.
All indexes are unmanaged and cannot be invested into directly. Unmanaged index returns do not reflect fees, expenses, or sales charges. Index performance is
not indicative of the performance of any investment.
All information is believed to be from reliable sources; however LPL Financial makes no representation as to its completeness or accuracy.

INDEX DESCRIPTIONS
The Standard & Poor’s 500 Index is a capitalization-weighted index of 500 stocks designed to measure performance of the broad domestic economy through
changes in the aggregate market value of 500 stocks representing all major industries.

This research material has been prepared by LPL Financial LLC.
To the extent you are receiving investment advice from a separately registered independent investment advisor, please note that LPL Financial LLC is not an affiliate of and
makes no representation with respect to such entity.
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