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As August came to a close, the S&P 500 made a new 2009 high on 
Friday, August 28th.  Three trading days later, on Tuesday, September 
2nd, some of the commentators on the morning business shows de-
clared �the top is in.�  Fortunately, these prognosticators were incor-
rect and the markets continued to grow through September.

A year after the biggest �nancial meltdown since the great depres-
sion, the markets seem to be �nding some solid footing.  The Dow 
Jones Industrial Average gained 15 percent during the 3rd quarter, 
which was the largest quarterly gain since 1998 during the growth 
of the dot-com bubble.  A year ago, Financials and Industrials were 
leading the slide.  During the 3rd quarter of 2009, they experienced 
amazing gains.  Financial stocks gained 25 percent, while Industrials 
and Materials companies gained 21 percent.  

This growth is encouraging, but minor corrections still cause a panic 
among some investors.  Throughout the current market rally, bad 
news has kept us conscious of the fragile state of the recovery caus-
ing stocks to slump.  But over the following few hours, or few days, 
investors seem to remember that recoveries, and stocks, do not move 
continually upward.  The short correction passes and the market con-

tinues to grow.
As of Tuesday, September 29, 
the S&P 500 index was up 
56.3 percent since the March 9 
low.  Those who are still out of 
the market are looking for an 
excuse to reinvest.  The correc-
tions discussed above could be 
so short due to investors con-
tinuing to move back into the 
markets.(1)

Despite September�s histori-
cal performance (on average, 
the worst month of the year), 
the current rally continued last 
month capping an exceptional 
3rd quarter.  In prior instances 
when September has been fa-
vorable, what has the rest of the 
year looked like?

Since 1928, positive returns in 
September have been followed 
by average S&P gains of 1.3 
percent in October with positive 
performance 61% of the time.  
What has followed a negative 
September?  October averaged 
0.1 percent with positive perfor-
mance 58 percent of the time. 
Historically, a good September 
leads to a higher probability of 
greater gains in October, and 
a greater likelihood of positive 
performance.  

Historically, the 4th quarter 
tends to post positive returns.  
Since 1928, the S&P 500 aver-
aged gains of 2.31 percent with 
positive returns 71.6 percent of 
the time for 4th quarter.  Fol-
lowing positive year-to-date 
returns through the 3rd quarter, 
the S&P average 4th quarter 
performance has been up 4.19 
percent in the 4th quarter with 
positive returns 82.7 percent of 
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