
 

 

 

When obvious isn’t obvious 

If you were given a newspaper from the future could you make better decisions today?  How 
much money could you make if you knew with certainty how the stock market would perform for 
the next 30 years?   

Thirty years ago there were 5 major investment markets on the globe; The United States, 
Canada, Europe, Japan and China (Hong Kong).  Let’s pretend you get to go back in time to 
1970 and invest money into these markets given what you know today.  If you were given 
$100,000 to invest where would you put it?  Would you put all of your money into one market or 
would you spread the cash among a few geographies?   

Thinking back; the United States was a powerhouse in the 70’s and is still the most dominant 
economic region in the world.  Since the 1970’s Europe has undergone massive consolidation 
and has experienced impressive growth.  Japan was the most admired economy through most 
of the 1990’s and has grown to be the second largest economy on the globe.  China was very 
different thirty years ago but their growth over the past few decades has been unmatched.  Here 
in Canada, we have benefited from a strong resource based economy and our proximity to the 
gigantic US market.  How would you allocate your $100,000?  With the benefit of hindsight, 
which markets performed best? 

It turns out, each of the five markets performed reasonably well, but one market outperformed 
the rest by a wide margin.  The chart below displays today’s market values had you invested 
$100,000 in 1970: 

China Europe United States Canada Japan
$20,377,397 $6,897,619 $5,274,890 $4,991,582 $3,662,139  

Given the results, it should be clear where you should have invested the full $100,000 in 1970.  
One hundred thousand dollars invested in China 32 years ago would have grown to more than 
$20 million today.  Very impressive.  However, while the results presented here are true; 
$100,000 turned into more than $20 million, I submit that no one should have made that bet.  In 
fact, even had someone made that bet in 1970, I believe it virtually impossible that they would 
have $20 million today.  The reason?  No one could have tolerated the ride. 

Between 1970 and today, the Chinese market has been nothing short of a roller coaster.  Out of 
the past 32 years, the Chinese stock market has dropped by more than 20% on an annual basis 
19 times!  Mathematically, the Chinese market loses 1/3 of its value about every 2 years.  While 
it’s true in good years the market shows impressive growth, who among us could stomach going 
through the financial crisis of 2008/09 every 20 months?  A computer may be able to withstand 
this type of volatility but few humans could.   
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Your getting to New York State safely investment advisor, 

 

Duncan Stewart, MBA, CIMA, FCSI, CFP 
duncan@stewartfinancial.ca 

Year Loss
1971 -25%
1972 -72%
1973 -59%
1977 -30%
1980 -36%
1981 -54%
1982 -38%
1983 -24%
1986 -45%
1988 -27%
1989 -21%
1993 -29%
1996 -35%
1997 -38%
1999 -23%
2000 -42%
2001 -28%
2007 -58%
2010 -25%

Average -37%  
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Growth 1970 - 2013 

The chart above shows the growth from 1970 to today.  Notice the 
volatility of the Chinese market (red line).  The chart to the left lists the 
years where the Chinese market experienced a greater than 20% 
decline.  Not an experience many investors would accept. 

There are many ways to get from point A to point B.  Consider crossing 
the border at Niagara Falls; you could walk across, ride your bike, drive 
a car or row in a canoe.  Earlier this year someone even balanced 
across on a tightrope.  The goal is to get from Ontario into New York 
State.  If we don’t pay attention to the risks in our method of crossing, 
we may never make it to the other side.   

Focusing exclusively on any stock market’s returns without asking how 
it was achieved is akin to being indifferent as to whether you cross 
Niagara Falls by car or tightrope. 

Our goal in building portfolios at Stewart Financial is consistency.  We 
strive to maximize return without taking unnecessary risks.  So far in 
2013, our client’s portfolios have experienced strong returns.  The 
tactical changes we made last year, primarily increasing our exposure 
to The United States, have added significantly value.  We look forward 
to continued stable performance and compounding wealth over the 
long term. 

 


