On The Mark

Bear Essentials: A Historical Guide

A bear market occurs when stocks fall 20

percent from a recent high. On Monday, June 13,
2022, the S&P 500 fell 22 percent from the last high
set on January 3, 2022, thus officially entering a bear
market in 2022." Similarly, a bull market begins when
the market gains 20 percent from market lows.

While no two bear markets are alike, in this edition
we review the history of bear markets to understand
the potential good and bad news for investors once
the market has crossed the dreaded threshold.

Bear markets are normal and par for the course
when investing. Since 1929, there have been 26 bear
markets in the S&P 500 index.? The average decline
across these 26 bear markets has been almost 36
percent.® Using historical averages as a guide,
investors may glean the pain isn’t necessarily over
yet. However, averages are skewed by the worst
bear markets, and not all bear markets are created
equal.

The most painful bear markets are often associated
with an economic recession. However, bear markets
and recessions do not always coincide. Since 1929,
of the 26 bear markets, only 15 were tied with
recessions.* Research by Ned Davis using the Dow
Jones Industrial Average (DJIA) from 1900 through
the present shows bear markets associated with
recessions had an average decline of nearly 35
percent while bear markets without a recession
experienced an average loss of 25 percent.> While
bear markets often go hand-in-hand with a slowing
economy, a recession as a result of a bear market is
not necessarily a foregone conclusion.
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Bear markets have been short-lived. Since 1929, the
average length of a bear market in the S&P 500
index is 289 days or about 9.6 months.® Once again,
the averages are skewed by the worst bear markets.
According to Ned Davis’ research, bear markets
associated with recessions lasted 353 days while
bear markets without a recession lasted 206 days.’

Bear markets, while short-lived in comparison to bull
markets, feel longer due to loss aversion. Loss
aversion--a behavioral finance term--tells us losses
hurt twice as much as gains feel good. It is true bear
markets are violent and can happen quickly, while
bull markets happen over time and build wealth
slowly. Despite the bear market stigma, markets are
positive the majority of the time. Since 1929, we have
had 92 years of market history. Bear markets have
comprised only 20.6 years of that 92-year period. In
other words, stock markets generate gains 78
percent of the time.?

Finally, investors considering selling before
compounding additional losses and waiting for the
all-clear signal should know half of the S&P 500
index’s strongest days in the last 20 years occurred
during a bear market. Another 34 percent of the best
days occurred shortly after the end of the bear
market.® While the time to recovery varies, the S&P
500 has come back from every one of its prior bear
markets to eventually rise to another all-time high.
Investors with long-term goals may want to consider
staying invested, since it is difficult to predict when
markets will rebound.
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IMPORTANT INFORMATION

This is for informational purposes only, is not a solicitation, and should not be considered investment, legal or tax advice.
The information in this report has been drawn from sources believed to be reliable, but its accuracy is not guaranteed, and
is subject to change. Investors seeking more information should contact their financial advisor. Financial advisors may
seek more information by contacting AssetMark at 800-664-5345.

Investing involves risk, including the possible loss of principal. Past performance does not guarantee future
results. Asset allocation cannot eliminate the risk of fluctuating prices and uncertain returns. There is no guarantee that a
diversified portfolio will outperform a non-diversified portfolio. No investment strategy, such as asset allocation, can
guarantee a profit or protect against loss. Actual client results will vary based on investment selection, timing, market
conditions, and tax situation. It is not possible to invest directly in an index. Indexes are unmanaged, do not incur
management fees, costs and expenses and cannot be invested in directly. Index performance assumes the reinvestment
of dividends.

Investments in equities, bonds, options, and other securities, whether held individually or through mutual funds and
exchange traded funds, can decline significantly in response to adverse market conditions, company-specific events,
changes in exchange rates, and domestic, international, economic, and political developments.

Bloomberg® and the referenced Bloomberg Index are service marks of Bloomberg Finance L.P. and its affiliates,
(collectively, “Bloomberg”) and are used under license. Bloomberg does not approve or endorse this material, nor
guarantees the accuracy or completeness of any information herein. Bloomberg and AssetMark, Inc. are separate and
unaffiliated companies.

Please read the Terms of Use posted at www.ewealthmanager.com that govern the use of these materials and also be
advised:

AssetMark uses financial market information (“Information”) from third-party providers (“Providers”) in reports (“Materials”).
The Information includes, but is not limited to, financial market data, quotes, news, analyst opinions and research reports.
The Materials are for informational purposes only, not a solicitation or for use in the creation/management/offering/sale of
any financial instrument or product based thereon and should not be considered investment, legal or tax advice. The
Information has been drawn from sources believed to be reliable, but its accuracy and timeliness is not guaranteed, and is
subject to change. You agree that neither AssetMark nor the Providers are liable for the use of the Information.

You agree not to redistribute the Information to recipients not authorized by AssetMark. You agree that the Providers are
considered to be third-party beneficiaries of the Terms of Use.

AssetMark, Inc. is an investment adviser registered with the U.S. Securities and Exchange Commission. AssetMark and
third-party service providers are separate and unaffiliated companies. Each party is responsible for their own content and
services.

©2022 AssetMark, Inc. All rights reserved.
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