
STOCK MARKET RETURNS 
AREN’T WHAT THEY APPEAR TO BE 

The average stock market return over the last 15 years was 7.04% (from 2004 to 2018) and 9.06% 
over the last 30 years (from 1989 to 2018).  Theoretically, if you invested $100,000 in 2004, it 

should be worth $277,454 in 2018. 

HOWEVER… 

What most investors don’t realize is that the same $100,000 isn’t actually worth $277,454 
fifteen years later - that's because of several commonly overlooked aspects: 

Market Volatility - Brokerage Fees - Capital Gains & Inflation 

Volatility: When you consider the volatility of the stock market from year to year, that same 
$100,000 was actually worth $225,425. This results in only a 5.6% return, compounded annually. 
Not nearly as good but still not bad ... until we realize these returns are BEFORE brokerage fees. 

 

Brokerage Fees: The average expense ratio 
for actively managed mutual funds is between 
0.5% and 1.0% and and can go as high as 2.5%.  
For passive index funds (ETFs), the typical ratio 
is approximately 0.2%. Most investors have a 
blended portfolio of ETFs and mutual funds, so 
let’s assume the average fee is 1.0% per year. 
After taking out a 1% fee each year, instead of 
being worth $225,425, your $100K invested 
fifteen years ago is now only worth $193,879 – 
a mere 4.5% compounded return.Capital Gains: If you’re filing jointly and 

making more than $77,201, your long 
term capital gains rate is 15%. This means 
that if you sold your entire portfolio, the 
taxes you’d have to pay would push your 
average annual return from 4.5% to 4.0%. 



But, we can’t forget about inflation and the buying power of your money… 

Inflation: According to the Federal Reserve web site, the annual inflation target is 2%. The Fed has 
done a good job meeting their stated objective, achieving an actual inflation rate of 1.6% over the 
past ten years. Of course, inflation silently erodes the buying power of your portfolio. 
Compounded over fifteen years, an inflation rate of 1.6% reduces your after tax return from 4.0% to 
2.5%  

 

 

 

 

 

 

 

 

 

 

So what does all this mean for YOUR money? Despite the “record years” the stock market 
has seen over the past 15 years, when you look at the full story behind your portfolio… 

 The Average Annual Return over 15 years is an anemic 2.5% 
 

INTERESTED IN 15%+ RETURNS WITH A TANGIBLE ASSET?   

CLICK THE LINK TO GET IN TOUCH WITH FOUR OAKS 
CAPITAL 

 
F O U R O A K S C A P I T A L . c o m  

https://www.fouroakscapital.com

