
HOW WOULD YOU RESPOND TO A BEAR?
What would you do if you saw a bear in the wild? 

Your instinct may tell you to run, but you cannot outrun a bear. 
You may have been advised to play dead or climb a tree, but 
those are not recommended options either. According to the 
National Park Service, the right choice is to take measured and 
deliberate action. [1]

In a bear market, the same advice holds true.

A bear market occurs when an investment or a benchmark 
index drops 20% or more from its previous peak. When 
investors see it reflected in their statements, it may trigger an 
instinct to sell. [2]

Selling in a bear market is like running from a bear in the 
woods. It’s a poor choice and one that can result in the 
destruction of wealth. Selling while share prices are down 
changes a paper loss – one you see on your statement – into a 
real loss.

One Problem - Psychology:
One issue is that our brains are hard-wired to avoid losses. When it comes to money, the pain of loss is more influential than 
the pleasure of gain. In one famous experiment, the majority of participants would not risk $10 on the toss of a coin unless they 
stood to win at least $30. [3] 

Loss aversion is one of several psychological responses that help explain why the average U.S. investor has consistently 
underperformed the Standard & Poor’s 500 Index (S&P 500)* over time. [4]

The good news is that psychology can help investors, too. For example, it’s possible to counteract the effects of loss aversion by 
changing the way we think about a situation. 

Consider the market downturn in December 2018. A return of -12.1%, which was the year-to-date return on December 24, 2018, 
is quite painful until you learn stocks have returned 247.5% since that bear market ended on March 9, 2009. [5, 6] 

In that context, selling often becomes a less attractive choice.
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*Investing carries an inherent element of risk. No strategy can guarantee a profit or prevent a loss. The Standard & Poor’s 500 (S&P 
500) is an unmanaged group of securities considered to be representative of the stock market in general. It is a market value weighted 
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Watching the value of your assets decline is painful. It inspires a host of feelings that can lead to poor decision-making. Before 
you take any action, you should consider talking with your financial advisor. As a financial advisor, my job is to provide insights 
and guidance that can help you reach your life and financial goals. I appreciate having the opportunity to help.

Take Measured and Deliberate Action:
When a bear market appears, there are several measured 
and deliberate actions that you should consider taking. These 
include reviewing the following:

1. Your financial goals. You have chosen your current 
course of action for specific reasons. There are goals 
you want to achieve during your lifetime and resources 
you want to provide to future generations. Have these 
changed? If so, let’s discuss what’s happened and make 
any necessary modifications.

2. Your level of discomfort. Risk tolerance is important 
to review. The very best time to accurately assess risk 
tolerance is during a sharp downturn. If gyrations in 
the stock market are causing you distress, you should 
consider re-evaluating your risk tolerance and adjust your 
portfolio as necessary.

3. The opportunities available. Sometimes, sharp market 
downturns create opportunities to purchase shares of 
solid companies at attractive prices. 


