


When it comes to funding financial objectives, history has shown that 
there’s no alternative to equities that provides better potential for capital 
growth over the long term. Over time, investors have relied on stock 
market gains to fund a range of goals including a comfortable retirement, 
higher education and a new home.

But investing involves risk, and the stock markets in the first quarter of 
2020 provided a stinging reminder of this. The Bear—a term reserved for 
when stocks decline 20% or more—has emerged from a long hibernation. 

The Bear Has Emerged



Investors enjoyed a bull market for an extraordinarily long 11 years. Even 
in the S&P 500’s climb, there were periods when the market took a step 
back. Seventeen times the benchmark flirted with but didn’t touch bear 
territory until March 12, 2020. 

An 11-year Bull Market Run



In the last year of the longest bull market, a few challenges (e.g., trade tariffs and earnings 
disappointments), threatened the market’s health. In the end, it was the fast-spreading 
coronavirus (COVID-19), accompanied by plunging oil prices, that stopped the bull’s charge.

Although not to this extent, we’ve seen health outbreaks stop stock market investors before. 

Ultimately, It Was the COVID-19 Pandemic



When the market crashed, its descent was fast and furious. 

The Crash Was Fast



No one alive will ever forget this pandemic. Similarly, in speed and depth, this market 
correction has already earned its place in investment history books.

But, the U.S. stock market has endured multiple market shocks before, and recovered.

Been Here, Done That



Unfortunately, as the Great Financial Crisis of 2008-2009 became a distant memory, 
some investors had become lulled into a false sense of security. When markets were 
volatile in the last 11 years, it was most often to the upside. It’s stunning to recall that 
the S&P 500 made 13 all-time closing highs over the first 33 days of 2020.

Volatility Used to Be a Good Thing



Extreme market moves such as we’ve seen recently tempt anxious investors to 
respond with their own sudden shifts. This is rarely a good idea. Too often investors 
only end up getting whipsawed—catching the downside and missing the upside. As 
you can see below, missing just the 20 best days in a 20-year period can reduce 
investment returns by two-thirds ($32,421 vs. $10,167).

Should You Stay or Should You Go?



This is true in non-U.S. developed markets, and in emerging markets, too.

Think Twice About Leaving Non-U.S. Markets, Too



Investors have developed a reputation for unfortunate timing when left to 
their own devices. They’ve tended to sell their holdings or avoid investing 
at precisely the wrong time—just as markets have taken off.
As shown in the graph below, since 2015 investors withdrew from the 
market even as the S&P climbed to its highs.

Resist the Temptation to be a Wrong-Way Investor



Attempts to time market moves by darting in and out of the market 
ultimately results in underperformance for the average investor. It’s 
not unusual for the market to have one of its best days after one of its 
worst days.

Fact: Market Gains Are Unpredictable, Too



Markets Have Been Resilient

What if you had invested in the equity market at its peak, immediately before one of the 18 
sell-offs in the last century? Despite enduring an average initial loss of -27.9%, over the long-
term, you would have earned an average annualized return of 4.1% and 8.0%, over five- and 
10-year holding periods, respectively. Historically, the market has demonstrated its resilience 
in even the most challenging of times.



Once they start, bear markets can extend for several months. 

This bear market has been characterized as an event-driven bear market. Other 
types of bear markets are structural and cyclical. A recent study by Goldman Sachs 
Global Investment Research has found that event-driven bear markets tend to 
decline less than the average, are shorter and take less time to recover. Past results 
are no guarantee of future results, as investors must always keep in mind.

OK, But How Much Longer?



Equities today are reacting to the uncertainty and anxiety of the times. Previous 
markets have turned around when more is known, economic prospects are sized 
with more confidence—and stock prices appear to be too good to pass up. 

Here’s a look at the bounce back of the S&P 500 two years after the 1987 market 
crash.

Markets Are Forward-looking



The Reward That Follows the Risk

In fact, recent analysis has shown that the more severe the 
decline, the stronger the returns as the market recovers.



Many clients asked their financial advisors this question as they watched 
the stock market climb over the last 11 years. Who wouldn’t have wanted 
even more gains?

But the market’s recent struggles provide the answer to the question. 

Aware of the cyclical nature of investing—and of equities’ vulnerability to 
unforeseen events—your financial advisor has planned for this day by 
building a portfolio that anticipates what happens when markets correct. 
Risk management is an important part of why you hire a professional to 
watch over and grow your personal treasure.  

“Why Aren’t We All-in On Stocks?”



Opinions and estimates offered constitute our judgment and are subject to change without notice, as are statements of financial market 
trends, which are based on current market conditions. We believe the information provided here is reliable, but do not warrant its 
accuracy or completeness. This material is not intended as an offer or solicitation for the purchase or sale of any financial instrument. 
The views and strategies described may not be suitable for all investors. This material has been prepared for informational purposes 
only, and is not intended to provide, and should not be relied on for, accounting, legal or tax advice. References to future returns are not 
promises or even estimates of actual returns a client portfolio may achieve. Any forecasts contained herein are for illustrative purposes 
only and are not to be relied upon as advice or interpreted as a recommendation.

Past performance is no guarantee of future results.
The opinions referenced are as of the date of publication and are subject to change due to changes in the market or economic 
conditions and may not necessarily come to pass. Information contained herein is for informational purposes only and should not be 
considered investment advice. 

The S&P 500 Index is considered generally representative of the U.S. stock market. Indexes are unmanaged, do not entail fees or 
expenses and are not available for direct investment.

Before investing carefully consider the fund’s investment objectives, risks, charges and expenses. Please 
see the prospectus and summary prospectus containing this and other information which can be 
obtained by calling 1-800-582-6959. Read it carefully before investing.
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