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Source: S&P Global

Year

Chart Title
DJIA Price (Linear Scale LHS) DJIA Price (Logarithmic Scale RHS)

126 Years of the Dow Jones Industrial Average:
Despite the fact that both of these lines represent the exact same data set, they look dramatically different based on the   
Y-Axis used. When measuring something that grows in a compounding way over very long spans of time, a linear scaled chart 
can be very misleading.

Using a linear scale for charting the DJIA makes it appear as if there was 
little to no price movement for 80+ years which is very misleading.

The Great Depression starting in 1929 was a very hard time for the 
stock market, but you wouldn't know it looking at the linear graph (dark 
blue). The logarithmic chart (light blue) on the other hand does show 
the downturn.

The linear chart makes it appear as if the recent 
downturn in stocks was as bad as the dot-com 
bubble or '08 which simply has not been the case.
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Source: US Treasury

Year

Chart Title

US Debt (Linear Scale on LHS) US Debt (Logarithmic Scale on RHS)

232 Years of United States Debt:
If we wanted to shock clients and strike fear, we would use a linear scale of the US Debt levels. However, as seen with the stock market, 
using a linear scale for a long-dated compounded data set can be very misleading. Logarithmic scales removes the impact of inflation, 
allowing us to see periods where abnormally high growth actually existed. In the last 10 years our debt has grown at an annualized rate of 
6.8% which is higher than the 232 year annualized growth rate of 5.76%. But by looking at the dark blue line you'd think the growth in the 
last 10yrs would've been a lot higher. Surely this can still be an issue, we're not trying to belittle the debt problem, but we wanted to give 
another perspective as often times news outlets misrepresent data in order to over dramatize.

US Civil War

US Enters WWI

US Enters WWII

Andrew Jackson pays off the national debt in 1835, the only 
time in US history the national debt stood at zero. However, 
soon after one of America's worst financial crisis occurs. 
Partly caused by extreme austerity and a real estate bubble 
as federal lands were sold off in order to pay down the debt. 
The federal government was forced to borrow again shortly 
thereafter to stave off the severe recession.

Linear scale 
graphs make it 
appear the US 
debt did not 
really grow for 
160+ years
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Disclosures

Morgan Stanley Wealth Management is the trade name of Morgan Stanley Smith Barney LLC, a registered broker-dealer in the United 
States.

This material has been prepared for informational purposes only. The views expressed herein are those of the author and do not necessarily 
reflect the views of Morgan Stanley Wealth Management or its affiliates. All opinions are subject to change without notice. Neither the 
information provided nor any opinion expressed constitutes a solicitation for the purchase or sale of any security.

Please note that the URL(s) or hyperlink(s) in this material is not to a Morgan Stanley Smith Barney LLC website. It was created, operated 
and maintained by a different entity. Morgan Stanley Smith Barney LLC is not implying an affiliation, sponsorship, endorsement with/of the 
third party or that any monitoring is being done by Morgan Stanley of any information contained within the linked site; nor do we guarantee its 
accuracy or completeness.  Morgan Stanley is not responsible for the information contained on the third party web site or the use of or 
inability to use such site. 

Information contained herein has been obtained from sources considered to be reliable, but we do not guarantee their accuracy or
completeness.

Past performance is no guarantee of future results. 

The appropriateness of a particular investment or strategy will depend on an investor’s individual circumstances and objectives. Principal 
value and return of an investment will fluctuate with changes in market conditions.

Investors should carefully consider the investment objectives and risks as well as charges and expenses of a mutual fund before investing. 
To obtain a prospectus, contact your Financial Advisor or visit the fund company’s website. The prospectus contains this and other important 
information about the mutual fund. Read the prospectus carefully before investing.

Asset allocation and diversification do not guarantee a profit or protect against a loss in a declining financial market. 

Morgan Stanley Smith Barney LLC ("Morgan Stanley"), its affiliates and Morgan Stanley Financial Advisors or Private Wealth Advisors do not 
provide tax or legal advice. Clients should consult their tax advisor for matters involving taxation and tax planning and their attorney for 
matters involving trust and estate planning and other legal matters.

The Standard & Poor’s (S&P) 500 Index tracks the performance of 500 widely held, large-capitalization US stocks. An investment cannot be 
made directly in a market index.

Bonds are subject to interest rate risk. When interest rates rise, bond prices fall; generally the longer a bond's maturity, the more sensitive it 
is to this risk. Bonds may also be subject to call risk, which is the risk that the issuer will redeem the debt at its option, fully or partially, before 
the scheduled maturity date. The market value of debt instruments may fluctuate, and proceeds from sales prior to maturity may be more or 
less than the amount originally invested or the maturity value due to changes in market conditions or changes in the credit quality of the 
issuer. Bonds are subject to the credit risk of the issuer. This is the risk that the issuer might be unable to make interest and/or principal 
payments on a timely basis. Bonds are also subject to reinvestment risk, which is the risk that principal and/or interest payments from a given 
investment may be reinvested at a lower interest rate.

Investment, insurance and annuity products offered through Morgan Stanley Smith Barney LLC are: NOT FDIC INSURED | MAY LOSE 
VALUE | NOT BANK GUARANTEED | NOT A BANK DEPOSIT | NOT INSURED BY ANY FEDERAL GOVERNMENT AGENCY

Anouchka Balog Securities Agent: AL, AR, AZ, CA, CO, CT, FL, GA, HI, ID, IL, IN, LA, MA, MD, ME, MI, MO, MT, NC, NE, NJ, NM, NV, NY, 
OH, OR, PA, SC, TN, TX, UT, VA, WA, WI; 

Investment Advisor Representative; General Securities Representative; Managed Futures
NMLS#: 1282780
CA Insurance License #: 0A87150
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Laguna Niguel, CA 92677
Direct: 949 365 5306
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