
 

When Stocks Are This Expensive, What Comes Next? 

Here is a number that should get your attention. The S&P 500 trades today at a Shiller CAPE
ratio of roughly 41. The long-term median is around 16. We have only seen valuations this high
once before in the entire history of the index, and that was at the peak of the dot com bubble in
1999. 

So what does that mean for the next ten years? 

The relationship between starting valuation and future returns is one of the most reliable patterns
in all of investing. When you pay a low price, you tend to earn high returns. When you pay a high
price, you tend to earn low returns. It is not complicated, and it is remarkably consistent over long
stretches of time. 

The research bears this out. When the CAPE has sat near 40, as it does now, the S&P 500 has
historically delivered annualized returns over the following decade in the low single digits,
sometimes negative after inflation. Robert Shiller, the Nobel laureate who created the metric,
currently projects a nominal return of roughly zero over the next ten years. Vanguard is more
optimistic, forecasting 4 to 6 percent per year, but even that sits well below the 10 percent long
term average people have come to expect. 

I want to be careful here. High valuations do not cause crashes. They do not tell you when
anything will happen. And the sample size is genuinely small, so nobody should treat these
forecasts as certainty. Markets can stay expensive far longer than anyone predicts. 

But here is the lesson I keep coming back to with clients. If the broad market is priced for
disappointment, then the next decade is not about owning the index and hoping. It is about where
you invest, evaluating alternative investments, how you manage taxes, and how you build income
that does not depend entirely on stocks rising forever. That is what real planning looks like. 

That is the difference between hoping for a good decade and planning for one. And planning has
never gone out of style. 

Have you heard about our Vision Quest Process? Watch the video below to learn more!



﻿We are committed to helping you achieve your
financial goals. Please feel free to contact us with any
questions, comments, or a more in-depth discussion.

﻿Sincerely,
Keith Singer

Singer Wealth
1515 S Federal Highway Suite 302
Boca Raton, FL 33432
(561) 998-9985
www.singerwealth.com

 

Singer Wealth Advisors is a registered investment advisory firm. Discuss with your financial/tax professionals
before investing. Investing involves risk. Past performance does not guarantee future results. Material provided

for informational purposes only.
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