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If someone mentions we are in a bear market, we need to ask them to be more specific. Do they mean
secular or cyclical? Let’s start with a definition of both.

Secular Bear Market: is a long-term downtrend that typically has lasted in the US equity markets from
13-21 years.

Cyclical Bear Market: While there is no agreed upon definition for a cyclical bear, most agree they are
defined by stock market drops of 20% or more. Generally lasting 6-12 months.

The chart covers the performance of the DOW from 1966 to 1982. Not a particularly good time to be
investing for retirement. The DOW started at a level of 1000 and ended the period with a -1.1%
annualized return to close near 800...-20%. This is a classic example of a secular bear. This does not
account for inflation, which hit very high levels during this time...real returns were over a 40% loss.
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Source data used o create chart: Bloomberg. The market environment is represented by the Dow Jones Industrial Average, Line indicotes
index value.
Performance displayed represents past performance, which is no guarantee of future results.
The Dow Jones industrial Average is unmanaged and is not available for direct investment. The index returns do not reflect any
management fees, transaction costs, expenses or dividends.

Looking more closely at the chart we see many periods of large losses and large gains. The high loss
times (red) are cyclical bear markets. There were five cyclical bears within this secular bear market.

There were also four cyclical bull markets (green) during the 16 %2 year secular bear market. So there
were opportunities to make money if the investor was nimble and did not buy and hold the entire
time. The good news is, the end of 1982 was the start of the best secular bull market in world history
when the DOW delivered 14.8% annualized returns for 18 years!

Unfortunately everything seems to have changed in 2000 back to a secular bear market. I believe we
are in the middle of both, a secular and cyclical bear market...not good for our portfolios. This is
precisely why I am an active investment manager and do not believe in buy and hold as an effective
long-term money management strategy.
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