
 

 
NOTE: FOR IMPORTANT DISCLOSURES, INCLUDING POSSIBLE CONFLICTS OF INTEREST, PLEASE SEE THE DISCLOSURE 
PAGES AT THE END OF THIS DOCUMENT. For further information on any of the topics mentioned, please contact your financial advisor. 

 
© 2020 Ameriprise Financial, Inc. All rights reserved. 
 
 

 
 
 
 

Committee Perspectives 
An Ameriprise Global Asset Allocation Committee publication 
 

Thomas Crandall, CFA, CAIA, CMT | Sr. Director 

Cedric Buermann Jr., CFA | Asset Allocation Analyst 

March 31, 2020 

 

Bear Market Investing 
 

It is often said that the stock market goes "up and to the right," and 

when you look at a long-term chart of the market (as shown below), 

you will see why. Investing in stocks has historically paid off over 

time. For investors with the patience of a saint or the wisdom of an 

oracle, these long-term benefits may be somewhat natural to pursue. 

However, most investors find it difficult to not overreact in the near 

term, especially when the stock market is facing headwinds. 

Though stock prices tend to rise over the long term (see our Committee 

Perspectives: Time Horizons – Stocks over the long-term?), this isn't a 

guarantee, and periods of loss should be expected. Losses of 20%, or 

more, from a market top, are known as "bear markets.” As an investor, 

you should plan on one generally occurring every 5-10 years. Your 

chances of successfully meeting your goals are often dictated by how 

you respond to (and in) these difficult environments. 

 

 
Source: Bloomberg, Standard & Poor's, American Enterprise Investment Services Inc. 

S&P 500 Total Return Index as of 3/24/2020. 
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Key Takeaways 

 

 

• Stocks generally pay-off long-term 

• Don’t fear bear markets, plan for them, 

take advantage of the opportunities 

• Portfolio diversification helps limit 

downside 

• Don’t attempt to time the market 

• Portfolio rebalancing and DCA 

strategies can speed up recoveries  
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Our advice: Don’t fear bear markets, understand them, plan for them, weather through them, and eventually see 
them as longer-term opportunities. Consider these words of wisdom from two of the greatest investors over the last one 
hundred years.  
 

- “A market downturn doesn’t bother us. It is an opportunity to increase our ownership of great companies with good 
management at good prices.” – Warren Buffett 

- “You make most of your money in a bear market. You just don’t realize it at the time.” – Shelby Cullom Davis 
 

In our view, there are two critical aspects of taking advantage of bear markets. 1) Make sure your portfolio is set at the 
appropriate diversification level, and risk tolerance before heading into a bear market and, 2) Decide ahead of time 
what course of action you are going to take while in the bear market. 

 

Diversification and Risk Tolerance 

When investing, there is a trade-off between higher-return (and higher-risk) investments such as stocks versus lower-risk 
(and lower-return) investments, such as bonds. Over the long run, stocks may outperform bonds, but during market 
downturns, portfolios benefit from an allocation to high-quality bonds. Not only are bonds lower risk overall, but in 
environments where stock prices are swiftly declining, bond prices generally increase in value as investors flock to safer 
investments. In the chart below, we show how different stock/bond mixes performed during the prior four bear markets. 

 
Source: Bloomberg, Standard & Poor's, American Enterprise Investment Services Inc. 
Stocks are represented using the S&P 500 Total Return Index. Bonds are represented using the Bloomberg Barclays U.S. Aggregate Bond Index. 

The portfolio assumes a monthly rebalance for each stock/bond mix. 

 

 

Actions You Can Take in a Bear Market 

When bear markets strike, investors may find themselves in one of two camps.  One camp wants to sell and wait for the 
market to find calmer footing before reinvesting while the other wants to try and take advantage of the bargain pricing. Both 
involve market timing, which is extremely difficult to execute correctly.   
 
As many investors learned in 2000 and 2008, attempting to time the market's ups and downs proved very challenging. Many 
investors who sold into the panic lost out by missing significant portions of the recovery. Remember that in nearly all 
circumstances nothing has changed, you still own the same shares in the same investments as you did before the downturn, 
unless you lock in the losses by selling. Historically, markets recoup their losses, and as long as you remain invested, you 
have the potential to regain your losses as well. Holding quality investments with durable businesses, strong balance sheets, 
and more predictable earnings streams are also essential ingredients in helping weather a bear market.   
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As shown in the chart below, by systematically adding capital during a market decline, an investor can cut their recovery time. 

 

Diversified investors should also consider regularly rebalancing their portfolio, pulling some of their allocation out of their 
bond investments, and investing in stocks.  Without rebalancing in a bear market, a 60/40 mix of stocks and bonds would 
become a 48/52 portfolio (assuming the historical average returns of a bear market).  Without rebalancing, the investor may 
find their portfolio lacking the punch they were expecting when markets recover. 

                                            
 
Importantly, when the bottom in selling pressure eventually emerges, stocks have a strong track record of bouncing back 
over time.  The first few months of recovery are strong, but so too is the next 6 to 12 months. We believe capturing the very 
bottom is less critical when compared to being positioned for the recovery and holding a well-diversified portfolio. 
 

Bear Markets Since 1950  

Market  
Peak 

Market  
Trough 

Market 
Drawdown 

Next  
3 Months 

Next  
6 Months 

Next  
12 Months 

Next 3  
Years 

12/12/1961 6/26/1962 -26.88 8.30 22.65 37.48 20.50 

2/9/1966 10/7/1966 -20.38 13.37 25.05 37.29 11.96 

11/29/1968 5/26/1970 -32.58 18.41 25.24 48.94 19.64 

1/11/1973 10/4/1974 -44.75 14.97 34.02 44.29 20.87 

11/28/1980 8/12/1982 -20.16 38.14 47.93 66.11 33.25 

8/25/1987 10/19/1987 -32.93 12.01 16.87 27.90 15.65 

3/24/2000 10/9/2002 -47.41 19.96 12.54 36.14 17.55 

10/9/2007 3/9/2009 -55.22 40.17 54.55 72.26 29.19 

2/19/2020 ???      

AVERAGE -35.40 20.67 29.86 46.30 21.08 

Source: Bloomberg, Standard & Poor's, American Enterprise Investment Services Inc. S&P 500 Total Return Index as of 3/24/2020. 
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Weeks to Recovery
For Buy and Hold and Dollar Cost Averaging Strategies

Source: Bloomberg, Standard & Poor's, American Enterprise Investment Services, Inc.
Illustrations assume an initial portfolio of $100,000 invested on 10/5/2007, based on weekly data. Stocks are represented using the 
S&P 500 Total Return Index. Buy and Hold illustrates how many weeks it took the portfolio to recover its initial investment after market 
bottom on 3/6/2009. Dollar Cost Averaging strategies include bi-weekly contributions in the dollar amount specified and represent how 
many weeks it took the portfolio to recover both the initial investment and cumulative contributions.
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In our view, understanding prior bear markets can help take some of the fear out of current or future market 

drawdowns.  Eventually, all bear markets end, and a new bull market will start to emerge.  It is seldom in an 

investor's best interest to sell during times of extreme market stress.  We believe it is best to wait out the market 

turbulence and only change your current portfolio if you think your existing portfolio is not appropriate.  

 

Your financial advisor has tools to help assist with understanding your tolerance for loss and how to set the right expectations 

for your portfolio. Please reach out to your advisor with questions, concerns, or for other resources that can help you manage 

through this challenging period. ■ 
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Global Asset Allocation Committee   
Led by top Ameriprise strategists, the Ameriprise Global Asset Allocation Committee is a team of experienced investment 
professionals focused on delivering strategic and tactical asset allocation guidance and actionable investment strategies. 
Each quarter the Committee publishes a comprehensive outlook on the markets along with its recommendations in the 
Quarterly Capital Market Digest. 
 

 

 

 

 

 

 

 

 
 

 

 

 

 

 

 

 

 

Important disclosures  
As of December 31, 2019 

The views expressed regarding the company(ies) and 
sector(s) featured in this publication reflect the personal 
views of the research analyst(s) authoring the publication. 
Further, no part of research analyst compensation is 
directly or indirectly related to the specific 
recommendations or views contained in this publication.  

A part of a research analyst’s compensation may be 
based upon overall firm revenue and profitability, of which 
investment banking, sales and trading, and principal 
trading are components. No part of a research analyst’s 
compensation is based on a specific investment banking 
transaction, nor is it based on sales, trading, or principal 
trading. A research analyst may have visited the material 
operations of one or more of the subject companies 
mentioned in this research report. No payment was 
received for the related travel costs. 

This information is being provided only as a general 
source of information and is not intended to be the 
primary basis for investment decisions. It should not be 
construed as advice designed to meet the particular 
needs of an individual investor. Please seek the advice of 
a financial advisor regarding your particular financial 
concerns. Consult with your tax advisor or attorney 
regarding specific tax issues. 

Tactical asset class recommendations mentioned in this 
report reflect The Ameriprise Global Asset Allocation 
Committee’s general view of the financial markets, as of 
the date of the report, based on then current conditions. 
Our tactical recommendations may differ materially from 
what is presented in a customized long-term financial 
plan or portfolio strategy. You should view our 
recommendations in conjunction with a broader long-term 
portfolio strategy. Not all products, services, or asset 
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classes mentioned in this report may be available for sale 
at Ameriprise Financial Services, Inc. Please consult with 
your financial advisor. 

PRODUCT RISK DISCLOSURES 

Diversification and asset allocation do not assure a 
profit or protect against loss. 

DEFINITIONS OF TERMS 

Market risk may affect a single issuer, sector of the 
economy, industry or the market as a whole. 

INDEX DEFINITIONS 

An index is a statistical composite that is not managed. It 
is not possible to invest directly in an index. 

Definitions of individual indices mentioned in this report 
are available on our website at 
ameriprise.com/legal/disclosures/ in the Additional 
Ameriprise research disclosures section, or through 
your Ameriprise financial advisor. 

DISCLAIMER SECTION 

Except for the historical information contained herein, 
certain matters in this report are forward-looking 
statements or projections that are dependent upon 
certain risks and uncertainties, including but not limited 
to, such factors and considerations as general market 
volatility, global economic and geopolitical impacts, fiscal 
and monetary policy, liquidity, the level of interest rates, 
historical sector performance relationships as they relate 
to the business and economic cycle, consumer 

preferences, foreign currency exchange rates, litigation 
risk, competitive positioning, the ability to successfully 
integrate acquisitions, the ability to develop and 
commercialize new products and services, legislative 
risks, the pricing environment for products and services, 
and compliance with various local, state, and federal 
health care laws.  See latest third-party research reports 
and updates for risks pertaining to a particular security. 

This summary is based upon financial information and 
statistical data obtained from sources deemed reliable, 
but in no way is warranted by Ameriprise Financial, Inc. 
as to accuracy or completeness. This is not a solicitation 
by Ameriprise Financial Services, Inc. of any order to buy 
or sell securities. This summary is based exclusively on 
an analysis of general current market conditions, rather 
than the suitability of a specific proposed securities 
transaction. We will not advise you as to any change in 
figures or our views. 

Past performance is not a guarantee of future results.   

Investment products are not federally or FDIC-
insured, are not deposits or obligations of, or 
guaranteed by any financial institution, and involve 
investment risks including possible loss of principal 
and fluctuation in value.  

AFSI and its affiliates do not offer tax or legal advice. 
Consumers should consult with their tax advisor or 
attorney regarding their specific situation. 

Ameriprise Financial Services, Inc. Member FINRA and 
SIPC.
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