
WHAT DO YOU KNOW ABOUT BEAR MARKETS?

One of the most unpleasant times to be an investor is during 
a bear market. In late December 2018, MarketWatch reported 
some major U.S. stock indices had dropped into bear market 
territory. Falling share prices undermined investor confidence 
and, by the last week of 2018, more than 50% of investors 
who participated in the AAII Investor Sentiment Survey were 
bearish. [1, 2]

It’s important for investors to manage the fear associated with 
bear markets so they don’t make investment choices that hurt 
their ability to reach financial goals. A tried-and-true method 
is to talk with your financial advisor. One of the most valuable 
services financial advisors offer is coaching to help clients make 
sound decisions in difficult market conditions. [3]

Another option is to learn more about bear markets so you 
better understand what’s happening. See what you know 
about bear markets by taking this quiz.

1. What is a bear market?
a. A decline of 10% from the most recent peak.
b. A decline of 20% or more from the most recent peak.
c. A decline of 10% over a one-month period.
d. A decline of 20% or more over a one-month period.

2. Which of the following can experience a bear market?
a. A company’s stock.
b. The Standard & Poor’s 500 Index.
c. Bonds.
d. All of the above.

3. Since 1966, how many times has the Standard & Poor’s 500 Index experienced a 
bear market?
a. 2
b. 6
c. 12
d. 23
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4. Since 1966, the average cumulative return during a bear market has been -39%, 
while the average cumulative return during a bull market has been more than 
+200%. What is a cumulative return?
a. The return of an investment over a single year.
b. The return of an investment over a specific period of time.
c. The return of an investment with dividneds and capital gains reinvested.
d. None of the above.

5. What may happen when investors sell shares during a bear market?
a. Investors sell low.
b. Investors miss market rebounds
c. It becomes more difficult to achieve long-term financial goals.
d. All of the above.

6. What shold investors do during a bear market?
a. Talk with their financial advisor.
b. Evlauate their risk tolerance
c. Consider opportunities created by a falling market.
d. All of the above.

Bear markets are painful. Watching the value of your portfolio fall often triggers loss aversion. In response, investors sometimes 
sell shares of attractive companies when they shouldn’t. Before you take bear-market-inspired action, talk with us. It is our job 
to provide insights and guidance that can help you reach your life and financial goals.
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