ALLIED INVESTMENT ADVISORS / SPECIAL UPDATE

FROM BULL TO BEAR . . . TO RECOVERY
March 2020 is already one for the record books. Last Thursday and this Monday
were the two biggest daily declines for the S&P 500 since Black Monday in 1987.
As people sold out of the stock
market, they bought US Treasury bonds, pressuring yields
down with the 30-year bond
breaking below 1.0% for the
first time ever. Not to mention
the unprecedented coronavirus measures being implemented here in the United
States and globally.
We transitioned from the longest bull market ever (nearly 11
years) to a bear market at the
fastest pace ever; from all-time
highs on February 19 to a 20%
loss (the definition of a bear
market) just sixteen days later
on March 12.

Investors are nervous, and justifiably so with the speed of
the turnaround and coronavirus threat. There is a high
probability that we will enter a
recession as economic numbers weaken due to travel restrictions and self-quarantine.
The stock market typically anticipates recessions, and we
have seen that already with
the S&P 500 down -29.5% from
its peak (as of close on March
16).
This is now the tenth bear market since 1960, as shown in the
table on page 2. On average,
they last for 14 months and
see a decline of -36%. The

mildest bear lasted for just
three months and saw a decline of -20% in late 1990. The
worst by length was the 30
months after the Tech Bubble
burst in March 2000, while the
deepest by depth was the 57%
drop during the Financial Crisis
of 2007-2009.
While every bear has different
circumstances underlying it,
one thing they all have in common: We recover from them.
On average, investors have
fully recovered and are back at
new highs in a little over 2
years (27 months) after the
bottom. In some cases, it was
a fast recovery. In 1982, it

S&P 500 BEAR MARKETS
Start

End

Loss

12/12/1961
2/9/1966
11/29/1968
1/11/1973
11/28/1980
8/25/1987
7/16/1990
3/24/2000
10/9/2007
2/19/2020

6/26/1962
10/7/1966
5/26/1970
10/3/1974
8/12/1982
12/4/1987
10/11/1990
10/9/2002
3/9/2009
?

-28.0%
-22.2%
-36.1%
-48.2%
-27.1%
-33.5%
-20.0%
-49.1%
-56.8%
?

Length
(Months)
6
8
18
21
20
3
3
30
17
?

-35.7%

14

AVERAGE:

Recovery
Date
9/2/1963
5/4/1967
3/3/1972
7/17/1980
11/2/1982
7/26/1989
3/1/1991
5/30/2007
4/9/2013
?

Months to
Recovery
14
7
21
69
3
20
5
56
49
?
27

Bear Market = when there is a -20% loss from the previous high to a new yearly low.

took only 82 days to fully recover the loss. In 1990, it was
5 months. In other cases, it
can take longer. After the
Financial Crisis, it took 4 years
to recover. Yet, in every single
case, we recovered.
For someone with a more diversified portfolio, not just
100% in stocks, the recovery
can come quicker. While we
focus on high-quality stocks
with strong dividends, having

some fixed income exposure
on top of that provides defensiveness in bear markets as
well as cash flow for those
already in retirement. This is
why we recommend that
investors keep 3-5 years’
worth of cash needs in bonds
to safeguard spending during
bear markets and recoveries.
A long-term focus is what
helps investors survive gut
wrenching drawdowns and

stay the course for future compounding.
During volatile
times like this, it can be difficult to focus on recovery. One
way to calm any stress you
may be feeling is to review
your financial goals. Knowing
that your portfolio is well positioned will help you to sleep
better at night, no matter what
the market throws at us in the
short-term.
We would be
happy to connect with you to
review your investment objectives at any time.
If you have any questions
about the market, your
account, or just need an update, please reach out to any
one of our team members at
(406) 839-2037 to schedule a
meeting.

Eric Vermulm, CFA
Chief Investment Officer
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involves risks, including the potential loss of principal. While equities may offer the potential for greater long-term growth than most debt securities, they generally
have higher volatility. International investments may involve risk of capital loss from unfavorable fluctuation in currency values, from differences in generally
accepted accounting principles, or from economic or political instability in other nations. Past performance is not indicative of future results. Investments are not a
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