On The Mark

|s a Recession Needed to Tame the Bear?

There’s a “hurricane” coming for the US economy. Headlines from titans like Jamie Dimon, JPMorgan Chase CEO, have
fueled predictions about the next recession. This has clearly spooked investors, who are left wondering how to shield
themselves from the challenges that may lie ahead. If another recession is looming, will the markets not recover until the
recession has ended? While it's impossible to predict what is going to happen next, we can learn from history. Let’s take a
look at the differences between a bear market and a recession, and how stocks have performed during a recession.

A simple definition of a recession is two consecutive quarters of negative Gross Domestic Product (GDP)' growth. While
this does not meet the full scope of a recession, as defined by the National Bureau of Economic Research (NBER), it
does provide a guideline. To date, we have only seen a single quarter of negative growth in 2022, so technically a
recession has not yet started. Economic statistics are backward-looking, so it will take some time before the NBER
declares the economy in an official recession.

A bear market, on the other hand, is associated with the stock market and is defined as a 20% decline in prices from its
last peak. The stock market tends to be forward-looking and often starts going down before the economy tums south and
similarly starts tumning back up before the recession ends. This is evident by looking at the S&P 500 performance from
market highs to lows from the start to the end of a recession.

e Since 1953, the US has experienced 11 recessions, during which, on average, stocks did worse before a
recession began than during the recession itself'.

e Since 1953, the stock market, on average, peaked six months before the start of the recession and incurred most
of the losses during that period'.

e Looking at the market recovery, in all but the technology crash of 2001, the market on average bottomed three
months before the recession ended, with significant positive returns from the lows to the end of the recession'.

S&P 500 peak prior Retumn from peak S&P 500 bottom  Retumn from base

Start pf =i c.)f to the start of the to start of the before the end of the  to end of the
recession recession recession (months) recession recession (months) recession
7/1/1953 5/1/1954 6 -8.8% 8 20.7%
8/1/1957 4/1/1958 12 -3.3% 3 4.9%
4/1/1960 2/1/1961 8 -8.4% 4 15.7%
12/1/1969 11/1/1970 12 -14.0% 4 14.0%
11/1/1973 3/1/1975 10 -8.8% 5 28.7%
1/1/1980 7/1/1980 3 -0.6% 0 0.0%
7/1/1981 11/1/1982 7 -5.4% 3 26.5%
7/1/1990 3/1/1991 1 -1.4% 4 20.7%
3/1/2001 11/1/2001 6 -18.4% -16 -22.4%
12/1/2007 6/1/2009 6 -3.6% 3 28.3%
2/1/2020 4/1/2020 1 -0.2% 0 0.0%
Average 6 -6.6% 3 12.4%

Source: Beaumont Capital Management. Staying the Course During Turbulent Times. June 2022.
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Conclusion

In conclusion, the economy is not the stock market even though the two are linked over time. As a reminder, the
stock market reflects future expectations for the economy, so stocks can move up during a recession or down
when the economy is expanding. No one knows with precision when the start and end of the next recession will
be, but we do know that both recessions and bear markets don't last forever.

i Gross Domestic Product (GDP) is the value of all goods and services produced by the economy.
i Forbes. How stocks perform before, during and, after recessions may surprise you.

i Beaumont Capital Management. Staying the Course During Turbulent Times. June 2022.

v Beaumont Capital Management. Staying the Course During Turbulent Times. June 2022.
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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.

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 Investment Management, a division of AssetMark, Inc., includes AssetMark, Savos, and Aris
strategies. AssetMark and third-party service providers are separate and unaffiliated companies. Each party
is responsible for their own content and services.
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