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Work Hard or Beach Bound?
Investing Lessons from the Last 15 Years
A Bad Time to be Invested?
Things were good in the late 1990’s, and by good, 
we mean really good. The stock market was on fire 
with double-digit gains multiple years in a row. 
“Everything” tech-related was a winner, “everyone” 
was making money, and all those new “dot com” 
companies were all the rage.

As of December 1999, the markets were at all-time 
highs, and many do-it-yourself investors owned 
individual tech stocks, traded their 401k accounts, 
and/or invested exclusively in a fund tracking the 
S&P 500 Index (stocks of large U.S. companies). 
It was the culmination of a 20-year bull market 
and people were exuberant. One of the hottest 
selling books at the time was even titled (with great 
conjecture) The Roaring 2000’s. Things were good – 
so good in fact, that people approaching retirement age thought 
their high-flying investments were enough to live on for the rest 
of their lives. So, they retired confidently, and some retired early.

How did the next 15 years work out for investors? 
Unfortunately, they faced their first emotional 
challenge only 3 months later as the stock market 
peaked in March 2000 followed by a slow, difficult 
3-year global recession that included the terrorist 
attacks on 9/11. The markets bounced back for a few 
years, but then the “great recession” was upon us 
as real estate values dropped and toxic mortgage-
backed securities nearly caused the financial markets 
to melt-down. 

Just as everyone expected more bad news the U.S. 
market reached bottom in March 20091. Not only did 
the market recover (regaining all losses by March 
2013), it has reached new record highs. We have 
experienced 6 years of positive growth since 20082, 
but investors remain jittery.

A Terrible Time to Retire?
Since hindsight is 20/20, we now know the last 15 
years were difficult times for investors. In fact, the 
nickname “the lost decade” was coined for the 10-year 
time period from 2000 to 2009 since the annualized 
return of the S&P 500 Index was a loss of -0.9%3. 

So what was the impact on retirees – those who retired 
around the peak of the market in March 2000? How 
many lived the lifestyle they desired, maintained their 
investment strategy, and achieved their financial goals 
with confidence. This paper shows the results of our 
analysis to see if investing gains really were “lost”.

Meet retired couple, John and Barbara Beachbound. 
They retired at the end of 1999 and planned to 
withdraw just 4% of their portfolio to supplement 
their Social Security benefits. To avoid losing 
purchasing power due to inflation, they increased their 
withdrawals 2.5% annually (CPI was 2.23% over this 
period4). The Beachbounds started with a $1 million 
portfolio and withdrew $775,209 over the last 15 years 
ending with a balance of $509,092 (see Chart 1). 
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Represents an investment of $1,000,000 in the S&P 500 / January 2000 – December 2014
withdrawing 4% annually with a 2.5% inflation adjustment

How would you feel if you were the Beachbounds? Would you describe this as a successful investment 
experience? Would you have slept well toward the end of 2008 as you withdrew an inflation adjusted $49,955 
from your portfolio and watched it drop below $400,000 in value? More importantly, would you have stayed with 
your plan? The portfolio did rebound after 2008, but how satisfied would you be after 15 years with a portfolio at 
about half its starting value ($509,092 vs. $1,000,000)?

Some of you may be wondering, what could the Beachbounds have done differently? How could they have better 
protected their portfolio while withdrawing money to live on? In Chart 1, the Beachbounds were only invested 
in U.S. Large Cap stocks (represented by the S&P 500 Index). If you look at Chart 2, you’ll see what the results 
would have been if their portfolio was uniquely invested in separate baskets of stocks representing additional 
parts of the world’s stock markets – U.S. Small Cap, companies in International developed countries, and 
Emerging Markets.
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Chart 1:  Growth of Wealth - The “Lost” Decade and Beyond

Represents an investment of $1,000,000 in the S&P 500 + Russell 2000 + MSCI EAFE + MSCI Emerging Markets 
January / 2000 – December 2014 withdrawing 4% annually with a 2.5% inflation adjustment
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Chart 2:  Growth of Wealth - The “Lost” Decade and Beyond
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As you can see, each of these investments declined 
during the early 2000’s as a result of the recession 
from 2000 to 2003, followed by increases until late 
2007 when major declines occured until March 2009, 
as the markets reached their lows. From there the lines 
all increase with varying results through 2014. But we 
must note, the ending balances are all very different, and in 
fact, two of the portfolios ended with higher balances than they 
started (see Graphic 1 for a comparison).

Since U.S. Small Cap and Emerging Market stocks 
did the best, some of you might be thinking maybe 
we should only invest in those segments for the 
next 15 years, right? Wrong! Although this would be 
tempting, data shows market cycles are random and 
unpredictable. The best performing market segments 
the last 15 years are just as likely to be one of the 

worst performing the next 15 years as they are to 
repeat as one of the best performing.

This concept is represented in Graphic 2 where the 
annual returns of each market segment are sorted from 
highest to lowest for each year. As you can see, the 
results are random. There is no predictable pattern. 
The better performing segments change from year to year, and 
the timing and sequence of the returns are unpredictable.

Since investors cannot predict which segment will 
outperform year-by-year, what is a retiree supposed to 
do? At Odyssey, we advise our clients to 1) invest in broadly 
diversified global portfolios including both stocks and bonds, 
and 2) remain disciplined, long-term investors – especially 
during turbulent markets.

GRAPHIC 2: Randomness of Returns by Market Segment
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GRAPHIC 2: Beach Blanket Bingo - Returns are Random

GRAPHIC 1: Investment Comparison

 PORTFOLIO
 Starting Value Withdrawals Ending Value

International Developed Countries $1,000,000 $775,209 $433,993

U.S. Large Cap $1,000,000 $775,209 $509,092

Emerging Markets $1,000,000 $775,209 $1,447,046

U.S. Small Cap $1,000,000 $775,209 $1,464,743

GRAPHIC 1: Investment Comparison
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By way of comparison, you can see that in Chart 3 a portfolio invested globally with 60% in stocks and 40% in 
bonds performed better than any of the individual examples over the last 15 years.

Remember all the challenges our country (and the world) faced? Two recessions, two bubbles that burst, 
government shutdowns, turmoil overseas, and the war on terrorism? Even with all that negativity occurring, the broadly 
diversified global portfolio provided the near term income needs and the long term growth our retired couple desired. 

What if You Weren’t Retired?
We reproduced the analysis with a second set of assumptions while still using the same investment segments. 
This time meet career couple Kevin and Jocelyn Workhard, who were not yet retired, so no withdrawals were 
necessary – and to help make a point, we did not have them add any savings either. The data in Chart 4 simply 
represents the comparable gains and losses of each market segment over the last 15 years. 
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Represents an investment of $1,000,000 in the S&P 500 + Russell 2000 + MSCI EAFE + MSCI Emerging Markets + 
60/40 Portfolio / January 2000 – December 2014 withdrawing 4% annually with a 2.5% inflation adjustment
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Chart 3:  Growth of Wealth - The “Lost” Decade and Beyond

Chart 4:  Growth of Wealth - The “Lost” Decade and Beyond

Represents an investment of $1,000,000 in the S&P 500 + Russell 2000 + MSCI EAFE + MSCI Emerging Markets + 
60/40 Portfolio + 100/0 Portfolio / January 2000 – December 2014 no withdrawals
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In reviewing the various results two key points should stand out:
1)  All the investments had higher ending values than when they 

started, and
2)  The globally diversified 60/40 portfolio performed very well. 

We also included a new scenario in this chart, a globally 
diversified portfolio that is 100% stock and 0% bonds 
(100/0). With much disbelief, the results show that even 
with significant declines in 2007 & 2008, this portfolio 
ended the last 15 years with the highest value. That’s 
not to say everyone should be invested with this aggressive an 
allocation. It is simply interesting to see the output support the 
concept that if you could have ignored the ups & downs of the 
investment markets (and all the headlines too), you would have 
been far better off being fully invested in stocks around the world.

Don’t Put All Your Eggs in One Basket
We’ve all heard it said, but do you follow that advice? 
Diversification is the cornerstone of wise investing. 
Since it is nearly impossible to predict the market’s 
movements, a properly diversified portfolio is the 
greatest step you can take to creating a well-prepared 
investment plan. You shouldn’t bet your financial future 
by picking just one (or a handful of) investment(s) no 
matter the type; stocks, mutual funds, or segments of 
the world markets. Save early and often, and invest wisely by 
using a broadly diversified global portfolio.

The Importance of Investing for the Long Term
The purpose of investing in the stock market is to solve 
two problems:
1)  To grow your wealth (portfolio value) to have enough 

money to provide the retirement lifestyle you desire 
for the rest of your life, and

2)  To grow your wealth faster than the rate of inflation 
(otherwise you could simply put it in the bank and 
ignore the market risks).

We all generally understand the concept of building 
a nest egg for retirement. Someday, we don’t want 
to have to work, so we save money for our futures. 
Most people ask “how much do I need to save?”, but the more 
important question is, “how much will you spend?” 

The goal is to grow your nest egg to be the amount you 
need to provide enough monthly income to pay your 
bills and to live the lifestyle you desire for the rest of 
your life – potentially 30 or more years.

You can expect to have some amount of social security 
income each month, and depending on employer 
benefits over your career you might be fortunate to have 
a pension as well, but most of us will have to rely on our 
nest egg to provide the majority of our spending needs 
throughout retirement. 

We also need to understand how inflation will 
negatively affect our nest egg’s purchasing power over 
time. To re-emphasize a point we made earlier, the cost 
of products and services increased an average of 2.23% 
the last 15 years. This has decreased your purchasing 
power. If a trip to the grocery store back in 2000 cost 
$100, it now costs $135. You need more dollars to buy 
the same products because of inflation. 

This is true for all your expenses throughout your 
working and retirement years. It is critically important 
to have some amount of stocks in your portfolio so you have a 
greater likelihood for growth over time to keep up with, and 
ideally stay ahead of, the cost of inflation.
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GRAPHIC 4: The Cost of Inflation
INFLATION REDUCES PURCHASING POWER

A $100 purchase in 200
 would require $135.28 today.
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GRAPHIC 3: Lost Purchasing Power
The same bag of groceries cost a lot 

more due to inflation.
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Here We Go Again! (Maybe?)
The S&P 500 was a hot segment of the market during 
the 1990’s, and it has been so again lately. The index 
has had positive returns the last 6 years with an 
annualized return of 17.2%5, but one index doesn’t 
make a portfolio. Graphic 4 shows the annualized 
returns of different time periods. The market cycles 
are evident.

With the S&P 500 reaching all-time highs on almost a 
monthly basis the past two-plus years, some people 
may be thinking the markets must be overvalued – that 
now would be a bad time to invest in stocks. If you
think about it, that argument could have been made
many times over these last 33 months, but it would 
have been wrong, as new record highs kept occurring 
(45 times in 2013 and 53 times in 20146).

When will this bull market end? We don’t know when, but we 
know it will – eventually. That’s what the markets do. They go 
up and they go down, but they have ever increasing prices over 
the long term.

Some people think there is a way to determine the 
peaks and valleys of the market cycles. They think that 
various ratios and quantitative analysis will shed 
light on “what to do next”.  The truth is that nobody can 
consistently predict the future. 

Simply put, market performance is unpredictable. 
We can give you a fairly good estimate of what the 
weather will be like tomorrow, but who can accurately 
forecast the weather 4 weeks or 6 months from now?

Just like the weather, there are so many variables that impact 
our economy and investment markets that it’s very difficult to 
predict what is going to happen tomorrow, let alone next week, 
next month, or the next 15 years.

Looking Ahead – Trust the Markets!
So, here we are in 2015. This means “the sky didn’t 
fall” during either recession the last 15 years, and 
(more importantly) the outcome of your own personal 
situation was highly dependent upon your investment 
strategy, diversification, and discipline.

So we ask:
•  Does the outcome of the last 15 years give us any 

indication of the next 15 years? 
•  Will the investing landscape be the same, better, or 
worse? 

•  What will cause the next recession? When will it occur? 
•  Will you be prepared? How will you invest? Do you 
have a strategy? 

•  How confident are you to stick with your plan, keep 
saving and/or to retire comfortably?

The charts and graphs in this paper have shown that investors 
who were globally diversified and disciplined were rewarded 
over the last 15 years. This was even true for those who invested 
at the “peak” of the market!

We know stocks offer higher expected returns than 
many other investment choices over the long term. We 
also know stocks have grown faster than inflation, and 
we need that growth to stay ahead of lost purchasing 
power. We accept that the different market segments 
have different cycles of gains and losses and that 
stock prices are based on the inherent value of the 
companies listed on the world’s stock exchanges. 

We also believe in capitalism and the global economy. 
The world is populated by over 7 billion people. Did 
you know only about 1 billion live in countries with
developed economies? This means 6 billion people 
are in Emerging Market countries that have incredible 
opportunities for growth. Doesn’t it make sense to 
participate in the future growth? (see Graphic 5)

We trust the market, and with this information, we think you 
should too.

GRAPHIC 5:
Annualized Returns of the S&P 500

1991 – 1999 9 years 20.9%

2000 – 2008 9 years -3.6%

2009 – 2014 6 years 17.2%

GRAPHIC 4
Annualized Returns of the S&P 500
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Stick to Your Plan
The last 15 years were difficult times for investors as 
a result of two major recessions and the war on terror. 
We analyzed several different investment scenarios 
over this time frame, and showed that the couples in 
our analysis, the Beachbounds (retirees) and Workhards 
(still working), would have benefited if they had 
invested in globally-diversified portfolios. In both cases, 
their ending portfolio values were higher at the end 
of the last 15 years, even when taking withdrawals in 
retirement.

We know you want to be properly prepared for not 
just the next 15 years, but the rest of your life. That is 
why we align our client’s portfolios with both their near 
term income needs and long term growth requirements 
in mind. We are confident they will be able to live the 
lifestyle they desire if they remain disciplined using 
our investment strategy whenever the next recession 
occurs.

Endnotes:
1,2,3,5,6 Standard & Poor’s
4 Bureau of Labor Statistics

Chart 1, 2, 3, & 4
Indexes are not available for direct investment. Index performance does not reflect expenses 
associated with the management of an actual portfolio. Performance data shown represents past 
performance. Past performance is not a guarantee of future results and current performance may 
be higher or lower than the performance shown. To obtain performance data current to the most 
recent month-end access the website us.dimensional.com. Average annual total returns include 
reinvestment of dividends and capital gains. 

Dimensional Fund Advisors LP is an investment advisor registered with the Securities and 
Exchange Commission. Consider the investment objectives, risks, and charges and expenses of 
the Dimensional funds carefully before investing.

Russell data copyright © Russell Investment Group 1995-2015, all rights reserved. The S&P data 
are provided by Standard & Poor’s Index Services Group. MSCI data copyright MSCI 2015, all 
rights reserved. The BofA Merrill Lynch Indices are used with permission; copyright 2015 Merrill 
Lynch, Pierce, Fenner & Smith Incorporated; all rights reserved. Merrill Lynch, Pierce, Fenner & 
Smith Incorporated is a wholly owned subsidiary of Bank of America Corporation. 

Graphic 1 – Source: Chart 2
Graphic 2 – Source: This graphic and the information contained herein are subject to the terms of 
the End User License Agreement for the Returns Program of Dimensional Fund Advisors
Graphic 3 – Source: Bureau of Labor Statistics
Graphic 4 – Source: Standard & Poor’s Index Services Group
Graphic 5 – Source: Dimensional Fund Advisors

 Allocation
60/40 Index 03/1997 - 01/2002 02/2002 - 12/2014
S&P Global ex US REIT Index (gross div.) 2.10% 0%

BofA Merrill Lynch 6-Month US Treasury Bill Index 20% 20%

Dimensional International Adjusted Market Index 9% 9%

Dimensional Emerging Markets Adjusted Market Index 3% 3%

Barclays US TIPS Index 4% 4%

Dimensional US Adjusted Market 2 Index 18% 18%

Dimensional US Small Cap Index 3% 3%

Barclays US Aggregate Bond Index 12% 12%

Dimensional International Large Index 3% 3%

Dow Jones US Select REIT Index 3.90% 3.90%

Citigroup World Government Bond Index 1-3 Years 4% 0% 
(hedged to USD)

Dimensional International Value Index 3% 3%

Dimensional US Targeted Value Index 6% 6%

Dimensional US Large Cap Value Index 6% 6%

Dimensional International Small Cap Value Index 3% 3%

Citigroup World Government Bond Index 1-2 Years 0% 4% 
(hedged to USD) 

S&P Global ex US REIT Index (net div.) 0% 2.10%

GRAPHIC 8: Worldwide Stock Diversification
Core 60/40 Allocation. Data as of March 31, 2014.
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White Paper: Work Hard or Beach Bound?
Investing Lessons from the Last 15 Years
 
The U.S. stock market peaked in early 2000 after a generation-long bull market that was capped by the evolution 
of the Internet. The next 15 years (2000 – 2014) included 2 recessions, 9/11, and the war on terror. Do you 
remember how you felt during the “great recession” as the stock market nearly melted-down in 2008? These last 
15 years were difficult times for investors… or were they?
 
In this white paper, we analyze the affect the last 15 years have had on a newly-retired couple who stopped 
working at the peak of the market in early 2000 with reasonable plans to live off of their portfolio for the rest of 
their life. How bad was it? Did they run out of money, just get by, or are they still enjoying life to this day?
 
When you finish reading this information we hope you will value the importance of being a prepared investor, 
utilizing global diversification, and trusting the markets. For when you do, we would like to think you may be 
better off 15 years from now regardless of how challenging the investing landscape may seem at times.


