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Bull Markets, Bear Markets, and (Mis)Timing
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 Event-Driven
 One-off shock that does not lead to a recession

 War, oil spike, technical market dislocation

 Cyclical

 Related to business cycle
 Historically triggered by tightening monetary policy

 Profits fall, economy contracts

 Structural

 Extreme financial imbalances
 Debt, valuation become unsustainable
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S&P 500 – Bear Market Time to recover back to previous level

Type Length (m) Decline (%) Nominal (m) Real (m)

Average 26 -35 54 82

Median 17 -31 29 37

Average Structural 42 -57 111 134

Average Cyclical 26 -30 48 75

Average Event Driven 7 -26 11 48
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US 10-year Treasury yield minus 90-day Treasury bill yield

US recessions

US term structure slope (10y -3m)
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US unemployment rate, NBER recessions

NBER recession Unemployment rate
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Historical S&P 500 Total Returns Preceding Market Peaks

RETURN

Peak 24 months 12 months 6 months

Mar-37 129% 33% 19%

May-46 72% 33% 15%

Aug-56 74% 20% 15%

Dec-61 32% 32% 11%

Feb-66 30% 11% 11%

Nov-68 44% 18% 12%

Jan-73 39% 19% 14%

Nov-80 65% 39% 29%

Aug-87 93% 40% 20%

Jul-90 45% 15% 10%

Mar-00 42% 22% 20%

Oct-07 36% 18% 9%

Today 35% 20% 10%

Average 58% 25% 16%

Median 45% 21% 14%

Min 30% 11% 9%

Max 129% 40% 29%

Average Daily Performance of S&P 500 Before and After Market Peaks
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S&P 500 Returns by Decade Excluding the Best and Worst Days

Decade Price return
Excluding best 10d 

per decade
Excluding worst 10d 

per decade
Excluding best/worst 

10d per decade

1930 -42% -79% 39% -50%

1940 35% -14% 136% 51%

1950 257% 167% 425% 293%

1960 54% 14% 107% 54%

1970 17% -20% 59% 8%

1980 227% 108% 572% 328%

1990 316% 186% 526% 330%

2000 -24% -62% 57% -21%

2010 121% 52% 241% 133%

Since 1930 11,415% 49% 1,275,665% 16,389%

Note:  Latest decade as of 7/24/2017
Source:  S&P, BofA Merrill Lynch US Equity & Quant Strategy



Generational lows:
1942, 1974 & 2009



Recessions during
1980-2000 secular bull

Secular
Bull Trend

Recessions during
1950-1966 secular bull

Secular
Bull Trend



S&P 500

US 10yr yield
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This S&P 500 secular overlay chart lines
up the secular bear market peaks from
1937, 1966 & 2000

SPX 5000 by 2023-2024

S&P 500:  1950s
secular bull market

S&P 500 from
April 2013 breakout

S&P 500: 1980s
secular bull market

S&P 500: average
monthly run-rate

SPX 3000 by 2019




