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“Dow on pace for record number of all-time highs in one calendar year” 

One of the behavioral tendencies of investors is to hesitate at buying into stocks when the market is at an all-

time high. While it may seem prudent to wait for a pullback, 2017 has proven how much of an opportunity 

cost you can pay for being too disciplined with timing your entry. 

On Friday, the Dow Jones Industrial Average closed at an all-time high for the 65th trading session this year. 

If we reach 70 by the end of this year, we would eclipse the mark of 69 closing all-time highs set back in 1995. 

We have also had 13 consecutive months of gains in the S&P 500 starting with last November. Since 

December is historically a good month for stocks, and the momentum remains biased to the upside, it is likely 

this streak is soon extended to 14. 

 

Outside of the quant community of investors, momentum is probably the most significant fundamental factor 

that receives non-commensurate respect from both institutional and retail investors. Value is much easier to 

grasp since it is a naturally occurring gut instinct to seek bargains like you do in everyday life.  

But momentum must be understood as a powerful force when observing the cadence of market returns from 

year to year. A study1 published earlier this year showed the results of stocks 1, 3 and 5 years after reaching 

an all-time high. While it may intuitively make sense to assume all-time highs would more often lead to 

corrections or bear markets in subsequent years, more often than not the opposite is true.  



When the Dow hits an all-time high, 70% of the time it is higher 12 months later, with an average gain of 

8.9%. Over the subsequent three years, the market is up 76% of the time with an average gain of 21%1. Those 

numbers are actually very similar to the average return of equities in any 1 or 3 year horizon, indicating that 

all-time highs are not independently meaningful to predicting positive or negative future returns.  

 

     Source: Bloomberg, Ben Carlson  

Eventually a bear market will be traced back to an all-time high, but more often than not new highs are 

followed by further gains 1, 3 and 5 years hence.  This year has epitomized the power of momentum and 

sentiment towards equity returns, a result that would have been met with substantially more skeptics last 

October, the last down month for stocks.  

Our value instinct tells us that high valuations means we are likely borrowing from future years’ returns and 

expectations for the next decade need to be ratcheted down. But even with that assumption, the underlying 

momentum in the stock market has rarely been stronger, so the immediate outlook still looks positive as we 

enter 2018.  
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1. https://www.bloomberg.com/view/articles/2017-01-30/sometimes-the-dow-s-peaks-are-followed-by-more-peaks 
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