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2011 might see
record Dow

Dow soars 76% in past 21 months menniﬁasb“ﬁ e
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sy tﬂ |._-:I‘ i#
101; of cumpetmun for s 5. Randy Bateman, chief investment officer for
Huntington Asset Advisors

own stock or buy competi-
tors.

The economy could
help, too, The Great Reces-

DOW

| FROM PAGE 8A

in 2011, but they agree con-
ditions are in place for the
rally to continue.

“There are some really
compelling reasons out
there that say the Dow
could approach its highs,”
says Randy Bateman, chief
investment  officer for
Huntington Asset Advi-
sors, “You've got.a fairly
rosy scenario, where there

isn't a whole lot of competi- gain

tion for stocks,”

Corporate bonds provide
decent income but lack the
potential of stocks to appre-
ciate. Interest rates on cash
investments, such as bank
CDs and money market
mutual funds, remam in
the basement. Meanwhile,
corporate earnings keep
rising, which mikes stocks
more appealing. Compa-
nies also are sitting on a
record amount of cash, giv-
ing them leeway to pay big-
ger dividends, buy their

sion ended in June of last
year, so this economic ex-
pansion is only one and a
half years old. Expansions
since World War II have
lasted an average of nearly
five years, The Dow
doesn'talways rise the year
a recovery marks its sec-
ond anniversary. But the
last time it did so, in 2003,
the Dow umped 25 per
cent. This expansion has
been fitful so far. If it finally
ing traction next vear,
stocks could do well.

‘The Dow has already
had a good run this year.
It's up 10 percent despite
serious problems lingering
in the economy, including a
9.8 percent unemployment
rate and a weak housing
market, Part of the reason
is that stock mvestors focus
more on what's ahead than
what's happening DOW.
They believe the economy
will continue to heal next
year and companies will
keep earning more money.

On Friday, investors got
the latest sign thal the
economy is on the mend.
The Conference Board's
index of leading economic
indicators rose last month

at the fastest pace since gust
Here's'a look at how the  gust

Dow made a leap of more
than 23 percent six times
the past 25 years:

@ 1985, A third straight
year of strong economic
erowth — GDP grew 41
percent — after a deep re-
cession had ended in No-
vember 1982 fueled a 28
percent gain in the Dow.
Theinflation rate remained
stable a fourth straight
vear, conyincing thany in-
vestors that the inflation
monster of the late 1970s
had been slain,

W 1989, Mergers and ac-
quisitions, including take-
overs by corporate raiders,

helped push the Dow up 27
percent. Kohlberg Kravis
Roberts & Co.'s purchase
of RJR Nabisco was the
largest corporate deal the
country had seen. In Au-
the Dow regained the
Tevel it had reached in Au-
1987, two months be-
fore that years “Black
Monday” ¢crash.

m 1995 The 2
jumped 33 percent as what
would become the longest
economic expansion i
1S,  history powered
through its fifth year, And
more Americans Wwere
putll ing money  into
stocks through 401(k) ac-

Dow

counts, The number of

households owning stocks

jumped to 41 percent, up

from 37 percent in 1992 and

32 percent in 1989,

ing to the Federal Reserve.
B 1996. The Dow rose

another 26 percent as the

economy continued
strong. Stocks gained so
much that Federal Reserve
Chairman Alan Greenspan
asked in a speech in De-
cember whether “irratio-
nal exuberance has unduly
es;almlggg as&get values.”

. Strong cor
rate profits and exdtemnﬂ)no{
about the Internet pushed
the Dow up 25 percent.
Earnings per share for the
companies in the S&P 500
index jurmped 28 percent,
the strongest growth Since
1994,

B 2003. The Dow rose
25 percent as the economy
enjoved its second year of

recovery after the 2001 re-

cession, The Federal Re-
serve cut shortterm inter-
est rates as low as | percent
to encourage growth.

The two years the Dow
rose 226 percent were
1986 and 1997. Each fol-

lowed one of the strong
years above as strong eco-
nomic conditions  con-
tinued,

Many analysts expect
corporate pr{ni.nﬁts will keep
nsing — and stock prices
with them — but not at a
ﬂ that *ili'nuld send the

past 14,000 next yvear.
Bank of America Mgrﬁﬂ
Lynch, for example, ex-
pects earnings per share
for the big companies in
the Standard & Poor’s 500
index to rise 9 percent in
201 and 6 percent in 2012.
It sees the S&P rising 13
percentin 2011 from Thurs-
day’s close,

“Nothing's  impossible,
but it's not real probable,”
says Bob Millen, a portfolio
manager of the Jensen
Portiolio mutual fund,

Even Huntington's Bate-
man, who says the Dow
could reach a record in
2011, warns stocks may not
stay that high for long.
Larger' government defi-
cits, he says, could drive
stock prices lower in 2012
or 2013.
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in 2011, but they agree con-
ditions are in place for the
rally to contimue.
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record amount of cash, giv-
ing them leeway to pay big-
ger dividends, buy their

sion ended in June of last .

year, so this economic ex-
pansion is only one and a
half years old. Expansions
since World War 1 have
lasted an average of nearly
five years, The
doesn't always rise theyear
a recovery marks its sec-
ond anniversary. But the
last time it did so, in 2003,
the Dow jumped 25 per
cent. This expansion has
been fitful so far. [fit finally
gains traction next year,
stocks could do well.
'fheglgggr hasthmglirﬂady
had a run year.
It's up 10 percent despite
serious problems lingering
in the economy, including a

9.8 percent unemployment  perce

rate and a weak housing
marlet. Part of the reason
is that stock investors focus
more on what's a_hea:l than
what’s happening: Dow.
They believe the economy
will continue to heal next

par and companies will

ee]) earning more money.

On Friday, investors got
the latest sign that the
economy is on the mend.

Dow The Conference Board's

index of leading economic
indicatore rose last month

at the fastest pace since gust,

March.

Here's a look at how the
Dow made a leap of more
than 23 percent s times
the past 25 years! ;

@ lﬁfﬁﬁ. A third straight

of strong economuc
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percent — after a deep re-
cession had ended in No-
vember 1982 fueled a 28
ent gain in the Dow.
The inflation rate remained
stable a fourth straight
ar, convincing many in-
ﬁsﬂn‘s that the inflation
monster of the late 1970s
had been slain,

M 1989, Mergers and ac-

quisitions, including lake-

helped push the Dow up 27
peré:enpedt]?uﬁnlﬂberg Kravis
Roberts & Co.'s purchase
of RJR Nabisco was the
largest corporate deal the
country had seen. In Au-
the Dow regained the
level it had reached in Au-
gust 1987, two months be-
fore that years “Black
Monday” crash.

m 1995 The
jumped 33 perce _
would become the longest
economic  expansion  m
1S, history powered
through its fifth year. And
more Americans m:e:;e

i@ting money o
pustucks through 401(k) ac-
counts. The number of
huuselliulds ﬁumhmg st::cks
jumped to percent, up
Ec;nmE?‘ percentin 1992 and
32 percent in 1989, accord-
ing to the Federal Reserve.

B 1996. The Dow rose

overs by corporate raiders,

economy continued
strong. Stocks gained so
much that Federal Reserve
Chairman Alan Greenspan
asked in a speech in De-
cember whether “irratic-
nal exuberance has unduly
escalated asset values.”

W 1999, Strong corpo-
rate profits and excitement
about the Internet pushed
the Dow up 25 percent.
Earnings per share for the
companies in the S&P 500
index jumped 28 percent,
the strongest growth since
1994,

@ 2003. The Dow rose
25 percent as the economy
enjoyed its second year of

recovery after the 2001 re-*

cession, The Federal Re-
serve cut shortterm inter-
estrates as low as 1 percent
to encourage growth.

The two years the Dow
rose 22.6 percent were
1986 and 1997. Each fol-

another 26 percent as the

S —

lowed one of the strong
years above as strong eco-
nomic conditions cone
tinued,

Many analysis expect
corporate profits will keep
rising — and stock prices
with them — but not at a
rate that would send the
Dow past 14,000 next vear.
Bank of America Merrill
Lynch, for example, ex-
pects earnings per share
for the big companies in
the Standard & Foor's 500
index to rise O percent in
2011 and 6 percent in 2012,
It sees the S&P rising 13
percent in 2011 from Thurs-
day’s close,

“Nothing’s impossible,
but it's not real probable,”
says Bob Millen, a portfolio
manager of the Jensen
Portfolio mubual fund,

Even Huntington's Bate-
man, who says the Dow
coult! reach a record in
2011, warns stocks may not
stay that high for long.
Larger' government defi-
cits, he says, could drive
stock prices lower in 2012
or 2013.




