
Investment Returns 

A Reality Check



Do You Want 
10% or 63.9% Return

• S&P Index vs. Active Management
S&P Active

• Invested 2008    $100,000           $100,000
• Market Drop -40% -5%
• Asset Value        $ 60,000 $ 95,000
• Return                  +63.9% +10%
• Portfolio Value     $98,340 $104,500



What If?

• It took three years to recover the 40% lost?
• What if the Managed Money Account returned 

10% each of the three years?

• The result is $126,445 for the Actively Managed 
Portfolio

• The S&P Index is $98,340



Total Return Needed To Recover



Exaggerated Loss?

Think Again!



Average Loss of Principal  
39.5%



Bear Markets

• Since 1929 – 13 Bear Markets

• One Bear Market Every 6.2 years

• Source: Standard & Poor’s



Average Bear Decline

• Lasts 21 Months 

• As short as 3 Months (1987 & 1990)

• As long as 62 months (1937-1942)

• Beginning of the great depression (1929-1932/ 
33 months)



Consider The Averages

• 21 Months of Decline
• 3+ Years needed to recover from Average 

Loss (39.5%)



Consider the 6.2 Year 
Bear Cycle

• 1.2 Years “In The Black”

• About 19% of the 6.2 Year Cycle

• Batting .190 Won’t Get You To The Major 
Leagues



Why Is this Important to Know?



Growth…

– Is not in a straight line – Its up & down

– Most people use their investments

– Life doesn’t stop – weddings, illnesses, 
college and retirement don’t wait until the 
market is up

– Timing is everything



Active Money Management

Wins By Not Losing



Active Money Management

• Avoids Most Of The Decline

• Captures Most of the Recovery



An Example



Thank You

Questions
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