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26 BULL MAIU<ETl BEAR MARKET? 

T
oo much of what we hear about bull and 
bear markets and their true meaning for 
investor wealth skims the surface without 
fathoming the fundamental truths that lie 

beneath. For most long-term investors, bull markets are 
not nearly as beneficial, and bear markets are not near
ly as damaging, as most investors seem to think. 

Our industry is focused on the goal of achieving 
superior returns for our clients and, ultimately, the ben
eficiaries of our clients' portfolios. Clients expect gains 
of 1 % to 2% or more above their benchmarks, and 
managers r isk client dissatisfaction if they fail to achieve 
those goals. The benchmarks themselves are also 
expected to deliver strong real returns, over and above 
inflation and over and above the long-term growth of 
the obligations that the portfolio is designed to serve; 
many investors expect real inflation-adjusted returns of 
5% on a long-term basis. 

The Ibbotson data base encourages us to believe 
that equities can deliver at least 6% real returns reliably 
and that a well-crafted balanced portfolio of equities and 
fixed-income can deliver 5% real. While careful analysis 
of these data suggests that such expectations are too lofty, 
many investors expect no less. Extended periods of dou
ble-digit returns, as we have seen over the past twenty
two years, are certainly plausible - one thing that is cer
tain about our business is that anything can happen -
but what about the decades ahead or, for those of us who 
aspire to immortality, the centuries ahead? 

Two questions and several possible answers relat-
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