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This is not opinion - it is fact.  Since 1957, 
the U.S. Stock Market dropped  20% or 
more eleven times.   

Which leaves investors with a choice:  
prepare for the next bear market now, or 
guess when to get out of the way. 
 
As followers of WWM know, we feel market 
timing is lost cause. 

Avoid Timing – Prepare for the Bear 

If anyone could consistently time the market, 
they would be wildly rich.  For example, from 
2002 through 2011, the S&P 500 (a common 
benchmark for the U.S. Stock Market) gained 
33% over that decade.  If an investor simply 
avoided the calendar years in which the S&P 
lost value, that investor would have returned a 
whopping 171%!   

By simply avoiding a 22.1% loss in 2002 and a 
37% loss in 2008, the investor would have 
nearly tripled the investment in ten years.  It is 
worth noting that the timing need not be perfect 
– these numbers avoid the losses in 2000 and 
2001 and much of the 57% loss from 
September 2007 – March 2009.   
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While we know a bear market will occur, we 

have no idea when.  Artificial market forces 

have been artificially propping up the U.S. 

market for some time.  The Federal 

Reserve’s quantitative easing allows for easy 

credit at artificially low rates.  The Fed’s 

keeping the interest rates near zero have 

forced conservative investors out of low-

yielding bonds and into the stock market.  

Politicians make policy for their own 

interests rather than for citizens. 

Even with a recovering economy and a “soft 

landing,” we can expect a bear market in the 

next few years.  Understanding that, how to 

prepare. 

Preparing for the Downturn 

Diversification allows for the ability to 

reduce large losses.  For the same reason we 

do not put all of our trust in one company (be 

it Apple or Enron), reducing risk in a 

downmarket requires diversifying into 

markets other than the U.S. Stock Market. 

Diversification is no guarantee.  During the 

global financial crisis, many asset classes 

lost more value than the U.S. Market.   

Nonetheless, many portfolios (and advisors) 

have not kept up with the new trends in 

efficient diversification.  Because they lack 

diversification, many investors suffer more 

volatility than necessary to achieve similar 

returns.   

We know the bear market is coming.  It 

could begin tomorrow or three years from 

tomorrow.  If we don’t want to try to guess 

when to hop out (and then back in), we need 

to set our strategy now.  Waiting until the 

emotional turmoil of the Bear is too late. 

Investments that can provide 
diversification include 

Mid-Sized U.S. Stocks 

Small U.S. Stocks 

Non-U.S. Developed Stocks 

Non-U.S. Undeveloped Stocks 

(emerging markets) 

Global Strategies 

U.S. Real Estate 

Global Real Estate 

Commodities (natural resources) 

U.S. High Quality Bonds 

U.S. Junk Bonds (high yield) 

Foreign Bonds 

Derivative and Leveraged Strategies 

Disclaimer:   

 

Kurt Winiecki no longer 

practices accounting or law.  The 

issues discussed in this 

Newsletter are general 

comments and are not and 

cannot be construed as advice.  

Creating strategies related to 

these issues requires knowledge 

of specific situations and advice 

from a tax or legal professional. 

This article is not advice.  It raises 
issues that may be of interest and 
helpful to investors, but many 
assumptions, related issues and 
risks related to this article have 
not been disclosed here. 


