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Do Stock Prices Rise More Often  
Than They Fall?
The subprime mortgage crisis that began in August of 2007—and a series of other financial 
sector events that battered stocks for months—will likely be remembered as a very turbulent 
time for investors. But, there is more than a century of proof that despite periodic downturns 
in stock prices, equities have been an outstanding long-term investment. Since the Dow 
Jones Industrial Average’s inception in 1896, it has risen on a calendar-year basis almost 
twice as often as it has declined, as the chart illustrates. It posted positive returns for 72 
years versus 39 years of negative returns. And on average, the index has produced an 
annual return of 7.6%. 

Given that past performance does not guarantee future results, why else might people be 
inclined to believe in the market’s potential? One school of thought, the growth school of 
investing, believes stock prices follow corporate earnings. Since WWII, annual after-tax 
corporate profits have increased twice as often as they have fallen, with an annual average 
increase of 9%, according to the Bureau of Economic Analysis.

So what happens when investors hear the news that the market is down AND corporate 
earnings seem in jeopardy? If they resist the panic sell, investors have historically been 
rewarded for their patience as stock prices rallied amid rough economic periods. Take, for 
example, two U.S. recessions: one in the 1980s and one in the 1990s. Beginning in the 
summer of 1981, the economy was mired in a downturn. While the country was technically in 
a recession from July 1981 to November 1982, the Dow staged a sharp rally during the final 
three months and even hit a new high along the way. A decade later, the economy again 
contracted during the summer—from July 1990 to March 1991—and again, before it was 
over, the Dow rose, and eventually surged 18% by the time the recession officially ended. 
History shows that stocks have rebounded before the economy has exited recessions, 
which is one reason why it is widely recognized as a leading economic indicator.

Shares of Oppenheimer funds are not deposits or obligations of any bank, are not guaranteed by any bank, are 
not insured by the FDIC or any other agency, and involve investment risks, including the possible loss of the 
principal amount invested.



Source of chart data: Dow Jones Indexes, 12/31/07. Past performance does not guarantee future results.
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Before investing in any of the Oppenheimer funds, investors should carefully consider a fund’s investment objectives, risks, charges and 
expenses. Fund prospectuses contain this and other information about the funds, and may be obtained by asking your financial advisor,  
visiting www.oppenheimerfunds.com or calling 1.800.525.7048. Read prospectuses carefully before investing.
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Calendar Year Returns (1897–2007)

Dow Jones Industrial Average

2006 (16%)
1998 (16%)

2007 (6%) 1993 (14%) 2003 (25%)
2004 (3%) 1988 (12%) 1999 (25%)

2005 (–1%) 1994 (2%) 1980 (15%) 1997 (23%)
2001 (–7%) 1992 (4%) 1976 (18%) 1996 (26%)
2000 (–6%) 1987 (2%) 1972 (15%) 1991 (20%)
1990 (–4%) 1979 (4%) 1967 (15%) 1989 (27%)
1984 (–4%) 1971 (6%) 1965 (11%) 1986 (23%)

2002 (–17%) 1981 (–9%) 1970 (5%) 1964 (15%) 1985 (28%)
1977 (–17%) 1978 (–3%) 1968 (4%) 1963 (17%) 1983 (20%)
1973 (–17%) 1960 (–9%) 1956 (2%) 1961 (19%) 1982 (20%)
1969 (–15%) 1953 (–4%) 1952 (8%) 1959 (16%) 1955 (21%)
1966 (–19%) 1948 (–2%) 1947 (2%) 1951 (14%) 1945 (27%)
1962 (–11%) 1946 (–8%) 1942 (8%) 1950 (17%) 1938 (28%) 1995 (33%)
1957 (–13%) 1939 (–3%) 1934 (5%) 1949 (13%) 1936 (25%) 1975 (38%)

1937 (–33%) 1941 (–15%) 1923 (–3%) 1926 (0%) 1944 (12%) 1927 (28%) 1958 (34%)
1930 (–34%) 1974 (–28%) 1940 (–13%) 1916 (–4%) 1912 (8%) 1943 (14%) 1924 (26%) 1935 (39%) 1954 (44%)
1920 (–33%) 1932 (–23%) 1929 (–17%) 1906 (–2%) 1911 (0%) 1921 (12%) 1922 (21%) 1925 (30%) 1928 (49%)
1914 (–31%) 1917 (–22%) 1913 (–10%) 1902 (–0%) 1900 (8%) 1918 (11%) 1898 (22%) 1919 (30%) 1908 (47%) 1933 (64%)

1931 (–53%) 1907 (–38%) 1903 (–24%) 1910 (–18%) 1901 (–9%) 1899 (9%) 1909 (15%) 1897 (22%) 1905 (38%) 1904 (43%) 1915 (82%)
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39 negative years
35% of the time

72 positive years
65% of the time


