For all charts, the source data was downloaded from Yahoo Finance, with the weekly prices adjusted for splits and dividends.  These charts use the following threshold values:

S&P 500 dividend yield – 90 day Tbill yield:

· Positive when difference is >= -3.25

· Negative when difference is <= -3.50

S&P 500 weekly close / 52 week moving average:

· Positive when ratio is >= 1.025

· Negative when ratio is <= 0.975

Model signals:

· Buy and hold equities when both of the above are positive

· Otherwise, sell and stay in cash or equivalent

In the following charts, the shaded areas show the timeframes when the system was in equities.  The solid line shows the S&P 500 index weekly price chart.

Here’s a look at how the model performed for 1951 through 1969.  It managed to catch most of the upswings and stayed out during most of the declines.
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And here’s 1970-1989.  The model was out during the bear market of the early 70s and caught most of the uptrend in the middle 80s.  Best of all, it was out of the market for the 1987 crash.  Unfortunately, it was slow to respond after that, missing the price upswing in the late 1980s.
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Here’s the chart for 1990-2009 (through May).  The model caught much of the uptrend of the late 90s, getting out in late 1999, so it missed the entire bear market of the early 2000s.  It moved back into stocks again to catch the upswing starting in late 2003, getting out in late December 2007.  Given the model’s slowness to re-enter after a severe downswing, it is still out as of the end of May, 2009, missing the nice upswing starting in March.
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The following are the equity curve charts for 1951-2009 (through May).  The shaded areas show the timeframes when the model was in equities.  The solid red line shows the equity curve of the S&P 500 (buy and hold).  The solid black line shows the equity curve of the model, invested in the S&P 500 index.
During the 1950s and 1960s, the model actually underperformed the index, but with lower variability during the downturns.  
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During the 70s and 80s, the model clearly outperformed the index, and again with much lower variability.  
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During the 90s and thus far this decade, the model continues to outperform the index.
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