
 

 

A Message from American Trust 
 

 

THE BEAR MARKET IS HERE...NOW WHAT?  
 

The S&P 500 officially closed in bear market territory on Monday, June 13th. From 
a technical perspective, that means the S&P 500 closed more than 20% below its 
52-week high, which was notched back on January 3rd of this year. Without a 
doubt, there’s a psychological line here for investors as a 19.9% decline doesn’t feel 
any better than a 20% drop. A “bear market” can bring new anxieties and most 
certainly more headlines and media coverage. Regardless, we’re now officially in a 
bear, so what happens next? 
 
Since 1950, there have been 10 bear markets with an average duration of 14 
months (from top to bottom). The S&P 500 saw an average decline of 36% across 
those bear markets, including a 52% drop from 2000-2002 and an agonizing 57% 
decline just a few years later from 2007-2009. An important note here is that being 
in a bear market does not necessarily guarantee a recession, but it certainly 
increases the chances. Historically, bear markets without a recession tend to be 
shorter and shallower than the averages mentioned above. There is significant 
debate about whether we’re headed into, or already in a recession now. The labor 
market would insinuate we’re not already in a recession, but consumer sentiment 
readings are similar to prior recessionary periods, so consumers certainly feel 
pessimistic. Ironically, these low points in consumer sentiment readings tend to be 
fairly bullish for equities looking 12 months down the road. Once so much 
negativity is priced in, at some point investors realize the sky isn’t falling, the 
economic cycle will reset and there are some good opportunities out there.  
 
Bear markets are uncomfortable at best and demoralizing at worst – there’s no easy 
way around it. Odds are, we haven’t seen a “bottom” yet given we’re fresh in bear 
market territory. But remember that markets are always forward-looking 
instruments and much of the “economic hurricane” (as JP Morgan Chase CEO Jamie 



 

Dimon described it) is at least somewhat priced in. Markets typically find a bottom 
well before the economy does and begin their recovery earlier as well. So while 
owning stocks is risky, not owning stocks is also risky as they provide one of the 
best vehicles for long-term growth and real returns. To help illustrate this, below is 
the breakdown of S&P 500 returns through June 13th, 2022. As you can see, even 
with the current drawdown, stocks have done their job of providing outsized long-
term returns. 

 

  

 

While bear markets can take a while to recover from, it’s important to remember 
that no bear market lasts forever and historically, the market has gone on to make 
new highs down the road. Investment decisions during volatile markets (such as 
this) can have a significant impact on long-term returns. Missing key recovery days 
can take a surprising chunk out of the returns referenced above. Staying focused on 
your long term retirement goals and utilizing a diversified investment portfolio is 
important in times of volatility. 

 

 

Time Period Total Return Annualized Return
3 Year Return +36.2% +10.8%/yr.
5 Year Return +67.9% +10.9%/yr.

10 Year Return +246.5% +13.2%/yr.


