
WHEN WILL THIS BEAR MARKET END? 
We recently entered a bear market in U.S. stocks, as defined by a drop of 20% or more from the recent peak. 
Many investors are wondering how much lower might stocks go this year, and when will this bear market 
end? Nobody knows the answers to these important questions for sure, but it may be helpful to look at the 
history of previous bear markets for some perspective. Below is a table from Charlie Bilello of all the U.S. 
Bear markets since 1929.

SEVERAL OBSERVATIONS ON 
PREVIOUS BEAR MARKETS:

• Bear markets (drops of 20% or 
more) happen fairly often. They 
are a “normal” part of investing. 
There have been 22 bear mar-
kets since 1929, or one every 4.2 
years. The key is to ride it out 
and be there for the eventual 
recovery in the market.

• Bear markets last on average 
about a year, and the average 
total drop in the market during 
a bear market has been about 
36%. In 2022 the U.S. stock 
market (S&P500 index) is down 
about 23% (as of June 20th) 
and we are about 6 months into 
the current bear market.

• Bear markets have coincided 
with an economic recession 
about half the time (12 reces-
sions and 22 bear markets). The 
stock market has dropped more 
than average (down 42%) if the 
bear market also contains an economic recession. At this point nobody knows for sure if we will have a 
recession later this year. Many people think the odds are around 50% of a recession in the next 12 months 
due to rapid Federal Reserve interest rate hikes to ease the high inflation rate.

• If we end up with an average bear market drop of 36% this year in U.S. stocks, and stocks are already 
down 20% or more, then stocks are already over halfway to the bottom. It seems to us that it is likely “too 
late to sell.” 

 
 
  

INVESTING QUOTE OF THE MONTH:  

About once a decade people forget that bubbles form and burst about once a decade.” — Morgan Housel
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• There are three smart things to do during a bear market: 1) tax-loss harvesting 2) rebalance your portfo-
lio by gradually adding to stocks and 3) stick with your investment strategy and ride it out.

• Remember that time is your friend and the odds are in your favor over the long-term when you hold 
stock funds. Historically 87% of all rolling 5-year time periods since 1928 have had positive returns in 
U.S. stocks. It has only taken an average of about two years (25 months) to get back to break even from 
the bottom of all the bear markets in US stocks since 1944 according to Ben Carlson of Ritholtz Wealth 
Management.

• There is one especially bad move you can make during a bear market, which is to get scared out of the 
market and “sell low” after we have already had a considerable market decline (like now). That will turn 
a temporary paper loss into a permanent loss of capital.

• Certain parts of the stock market look much 
cheaper than others right now on valuations. In 
our opinion value stocks, high dividend stocks, 
and international stocks still look much more 
attractive than U.S. large growth/technology 
stocks, in spite of their significant outperfor-
mance so far this year.

• If stocks continue to decline from current price 
levels, we believe it will be an attractive time to 
be adding to stocks at reasonable valuations.

• Keep in mind if you are young and/or are still 
working and saving money, a bear market in 
stocks is a positive for you, as you can now keep 
adding to stocks at lower price levels and expect 
even better long-term returns.

• The rapid increase in interest rates has hit bonds and bond funds significantly this year, one of the worst 
bond return years in history. However, that has resulted in significantly more attractive yields going for-
ward on bond funds of 3%-4%, nearly double what they were a year ago.

• The lower stock and bond prices go now, the higher your future expected returns will be. Stick with your 
investment strategy and portfolio so you are still there for those higher expected future returns.

Please contact us anytime with questions you may have about this bear market, your portfolio, or your 
financial plan.

Legal Disclaimer: These materials do not constitute an offer or recommendation to buy or sell any securities or instruments or to participate 
in any particular investment or trading strategy. They are for informational purposes only. CTW gathers its data from sources it considers 
reliable. However, CTW makes no express or implied warranties regarding the accuracy of this information or any opinions expressed by the 
author and may update or change them without prior notification. 

 
Cherry Tree Wealth Management, LLC (CTW) provides unique wealth management services for a select group of 
client families to help give them peace of mind. Author Keith Tufte, (President of CTW) has over 25 years of success-
ful investment management experience as a Wall Street Analyst, Mutual Fund Portfolio Manager, Director of Equity 
Research for a major mutual fund firm, Hedge Fund Portfolio Manager, and Wealth Management Advisor. Please FOR-
WARD this e-mail to friends/relatives/business associates that you think may have an interest. Please see our website 
at www.cherrytreewealth.com or email cherrytreewealth@cherrytree.com.
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