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The QQQ & TQQQ ETF Profit Machine

turbulent times, whether in booming bull markets like the late rgzos, 195os, or 199os, or during
the four severe bear markets startin g in t9z9 and t997, along with two that took place from 2ooo
to zoo9, where losses exceeded 5oolo in each case. Just think about the market drop from August
5 to 9, zozq (Table r.r). On that Monday, the market closed significantly higher than its intraday
lows. The market rallied the next day, only to decline again on August 7. Such rapid one-time price
decline can lead to further declines, though in this instance, the market rebounded shortly after.

Table r.r Market Performance Week of August S,zoz4

Major Average Perfornranre

B/s/2024

Closing Point Percent

Frice Move Change

s & P 500 5, :l-Ltb

Dow-Joner lnd. 38,l0:t

Nasdaq Conrp. 16,:t10

Na5daq-IU0 11 895

slttz0.z+ Bltlztzi
Closing point PercenlC.losing Point Perrent
Frice Move ChangePrire Move Change

5,240 54 l,r-rqi/I. S,:Lr-r

:rHlti ?i5 t-l rr,:',; lil ;Fr
16, 167 l-hT 1,Lr39i 16 I95

r rl . .'-'11
l.t, t )n all a,ul/n f I,oB,

Blslzozi Blelzttl
Closing point percenl Closing Point Percent
prire Move Change Price Move Change

q?t,t 1t:t :.q1- ,rlqq 1,r t_,11/c

t'.1. {4h ht t L'h"r;

16,6611 4i4 , EEli, 16 745 r-r5 r:,05?,;

IEr.4Iq 54? : Dr.;ri 1t-' .lln {tl t:,0liii

Various factors contributed to wild market fluctuations throughout zoz4: world news, economic
reports, the U.S. presidential eleetion, and a significant one-day dive in theJapanese Nikkei Index of
oyet 12o/o. Those of you who pay close attention to the stock market, particularly leading technology
stocks like Apple, Amazon, Microsoft, and Google during their early years, likely remember the
volatility of that period, especially during the dual bear markets in the 2ooos, zoz2, and March and
April zozs.

Clearly, being on the right side of the market is crucial for your portfolio s growth, as missing out can
result in losingall or a significant portion of the gains earned duringbullmarkets whenbearmarkets
are encountered. Buy-and-hold investors endure all the bear market drops and corrections, hoping
to eventually recoup their losses in future years. But, sometimes it can take years or even decades for
full recovery. For instance, it took until 1954 for the market highs to be reached after thergzg crash.

Defrnition of Common Terms

Let's clarifi, common terms related to major market movements. Understand that the percentages

mentioned here defining the m^arket conditions are not "magie" numbers that should be taken as
gospel. They have come into existence over many years, and they could easily have been calibrated
differently without any major consequence. There are long-term secular bull and bear markets that
occur over decades, as well as cyclical ones over shorter time periods, that can exist inside the secular
ones.

A bull market is one that has increased by zo"/o or more from its most recent low, as measured by
benchmarks like the S&P 5oo Index, DowJones Industrial Average (DJIA), and Nasdaq Composite
Index. Conversely, a bear market occurs when it has declined by zo"/" or more from its last peak.

Normal intra-year moves typically range from go/o to )o/o, which can happen two to four times a year,

or not at all in rare eases.
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Tlie QQQ & TQQQ ErF Profit Machirre

Bull and Bear Market Cycle Dates

Now let's examine the frequency and duration of these bull and bear markets, as shown in Tables r.z
and r.3. Note that the dates for bear markets in these tables differ slightly from the Bloomberg data
mentioned earlier, as their definitions may vary.

Bear markets are not rare; they typically occur every three to five years with average median losses
of about 4oolo. Sinc e tgz9, we have seen zz bear markets. In contrast, there have been zS bull markets,
including the one that started on October tz,2ozz, and running through February L9, zozs. During
this latest bull run the Nasdaq Composite lead the way with a remarkable gain of Zz.8o/o, while the
S&P 5oo increased by 55.89lo. On average, bull markets deliver median returns of around tfgo/o, so this
current market has considerable potential left. Bull markets can last a long time, with some of the
biggest lingering between 1,3oo to almost 4,5oo days; eight bull markets fall into this category. None
of the bear markets have lasted more than r,ooo days.

Table r.3 offers details about all bear markets since 1929. Their durations vary widely, from just
933 days in March to April zo2o, to gz9 days during the 2ooo-zooz period. However, you can use
technical analysis tools to help avoid the bulk of these losses. A few common indicators, such as

moving averages, the Relative Strength Index (RSI), and the Moving Average Convergence Divergence
(MACD) are coveredin ChapterT.
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The QQQ & TQQQ ETF Profrt Machine

Table r.a S&P goo Bear Markets Since rgz8

5&P 500 Bear Markets Since L92S

i L'!i+

t I -rt-_'

34
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Source: www.yardeni" com

The key to successful long-term investing lies in minimizing losses at the beginning of bear markets
and staying fully invested during bull markets. If you set a limit to exit the market after losing go/oto

1o%o, you can potentially avoid much larger losses, ifthe market continues to drop" In a scenario where
the market falls by to"/" but then reverses upward, you can re-enter based on your established entry
rules. Keep in mind that this kind of transaction can create tax implications in standard brokerage
accounts, but you won't face these issues in retirement brokerage accounts. And you can select any
exit percentage you feel comfortable with, as there is no ideal one.
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Annual Asset Class Returns by Decade

The QQQ & TQQQ ETF Profit Machine

Table r.4 Annual Asset Returns by Decade

Source: NYU

The S&P goo index includes only very large companies, chosen by internal committee based on
specific criteria. It is market-capitalization weighted; meaning the stock price of each of the 5oo
companies is multiplied by the number of shares available to determine its market-cap. Among the
stocks included are the Mag Seven. Th"y sat at or near the top of the index's ranking based on their
massive market-caps, and their outstanding price performances in zozg and zoz4.

Reviewing Table r.4 clearly illustrates their return differences across decades. The standout decades
were the r95os, 198os, and r99os, all boasting average returns between t|o/o and 2oo/o.In contrast,
the r93os and sooos were negative decades, with returns sitting at -to/o due to severe bear markets.
Between zozo and 2cl23, the average return waS tt.polo, though we won't know the complete annual
performance for this decade until December Bt, 2cl29. From 1957 through June zoz4, the S&p's
annualized return was 10.6%0 , or 6.6vo after adjusting for inflation.

The table also compares the S&P 5oo to five other asset classes. In many instances, stocks performed
better. However, during tough financial periods, recessions, and times of inflation, other assets
outshone stocks. For example, bonds beat stocks in the 193os and zooos, while real estate flourished
in the 194os and zooos. Likewise, gold excelled in the t93os, Lg7os, and zooos-all challenging
decades. Being fully invested during a bad decade can yield disappointing returns, which is not the
goal for investors or traders.

The worst-case scenario would involve facing two or more poor-return decades consecutively-a
situationthathasneverhappened. Still,itwouldbeunfortunateforthoseplanningformilestoneslike
a wedding retirement, purchasing a home, or funding a college education. Investors lucky enough to
be fully invested during the r98os and r99os did very well. They might have bragged to their friends
about their stock-picking skills, but the market conditions at the time lifted nearly all investments.
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