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COVID-19 Impact on Financial Markets – Bull vs. Bear The last fifteen months have
undoubtedly been among the most unique in the history of the stock and bond markets.
What makes the COVID-19 bear market (or market decline) particularly unique is that, of the
major historical markets in history, it was the first and only to be caused by a non-financial
related event. Unlike other crises, COVID-19 was the root of the problem causing the panic
selling at the beginning of the pandemic at a speed unique to other market downturns.
Results – Stocks, Bear From the beginning of the downturn on February 20th to March
23rd, 2020 (the market bottom) the U.S. stock market, as measured by the S&P 500, fell
34%, making it the second only to the fastest decline of the famed 1987 stock market crash,
where the U.S. market, as measured by the Dow Jones Industrial Average at the time, fell
22% in a single day. Although the market in this case had an immediate recovery within the
next week, it went on to lose a total of 33% before fully recovering nearly two years later in
September of 1989.
Results – Stocks, Bull What was equally unique and unexpected as the onset of COVID-19
and the sharp market decline, was the speed of the stock market recovery that followed
immediately after the market bottom on March 23rd. Since then, the S&P 500 is up 81%, as
of April 30, 2021. The international non-U.S. stock markets experienced a similar selloff and
rebound during this timeframe. As a matter of fact, no major stock markets have returned
less than 50% since the market bottom on March 23rd, 2020. When a runaway bull market,
an upward moving market, delivers such extremely high returns over a period of time such
as a year, it makes short-term performance returns (like a return for a 3-month period) look
too good to be true and inflates longer term historical returns (like 3- or 5-year returns) to a
lesser degree.
Results – Bonds Unlike stocks, the bond markets have not fared so well over the latest
year. The most widely referenced bond index, the Bloomberg Barclays Aggregate Index,
has returned -2.6% in 2021 through April 30th. The index has only delivered a negative
return during four calendar years since 1980, with the last negative year being 2018
(-0.05%) and the worst being 1994 (-2.92%).
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did you know?
Ever wonder where the terms Bull and Bear Markets come from? Interestingly enough, the actual origins of
these expressions are not entirely clear. The terms "bear" and "bull" are thought to derive from the way in
which each animal attacks its opponents. That is, a bull will thrust its horns up into the air, while a bear will
swipe down. These actions were then related metaphorically to the movement of a market. If the trend was
up, it was considered a “bull market”. If the trend was down, it was a “bear market”.

Pre/Post COVID Returns
S&P 500 Performance
COVID-19 Era

Pre-COVID 5-Year Historical
Trailing Return: 9.2%

Post-COVID 5-Year Historical
Trailing Return: 16.3%
Historical Average 10.5%
Notable points:
• The S&P 500 returns
essentially doubled over the
last 5 years.
• 4 of the last 5 years were
more or less consistent with
the long-term stock market
performance average.
• While the rebound is
welcome news, the current
return environment is not
sustainable.
• Although bull markets tend
to last longer than bear
markets, they do have a
limited life.

Past Events – Similar Outcomes Notable events of the past have led to
similar market experiences and reactions by investors. Many parallels can be
drawn between current investor behavior and that of the “Tech or Dot-Com
Boom” of the late 1990s when investors invested and bet heavily on the
continued performance of technology stocks, mostly internet stocks in their
infancy. The Nasdaq Composite Index had risen 400% between 1995 and
March 2000 only to lose nearly 80% of its value from its peak, resulting in a
market crash known as the “Tech Wreck”. The graph below depicts returns
before and after the “Tech Wreck”.

• Complacency and/or
overconfidence and
excessive risk taking can
lead to disappointing or
even devastating results in
the short- and long-term.
• The sharp stock market
rebound may lead many
investors to take on more
risk than they had in the
past.
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S&P 500 Performance
COVID-19 Era

Other notable bull and bear markets

Conclusion Although COVID-19 is the first crisis of
its kind to severely affect the stock markets causing
a bear market followed by the fastest bull market
rebound in history, it is only one of several crises to
have a similar effect with the Tech Bubble being
only one example exhibiting both investor
overconfidence as the market rapidly increased and
fear caused by the severe stock market decline.
Although the details may vary, all bear market

crashes like Tech Wreck and the 2008 Mortgage
Meltdown, have similar characteristics with similar
outcomes, with the most stressed areas of the
market, being hit the hardest. It is times like these
that investors using different securities, bonds and
stocks, to “diversify” their risks works over the
longer term while the market settles down and
reverts to some “normalcy”. The investors that stay
the course with diversified portfolios are rewarded
over the long run.
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Important notices
References to Mercer shall be construed to include Mercer LLC and/or its associated companies.
© 2021 Mercer LLC. All rights reserved.
This contains confidential and proprietary information of Mercer and is intended for the exclusive use of the
parties to whom it was provided by Mercer. Its content may not be modified, sold or otherwise provided, in whole
or in part, to any other person or entity without Mercer’s prior written permission.
Mercer does not provide tax or legal advice. You should contact your tax advisor, accountant and/or attorney
before making any decisions with tax or legal implications.
This does not constitute an offer to purchase or sell any securities.
The findings, ratings and/or opinions expressed herein are the intellectual property of Mercer and are subject to
change without notice. They are not intended to convey any guarantees as to the future performance of the
investment products, asset classes or capital markets discussed.
For Mercer’s conflict of interest disclosures, contact your Mercer representative or see www.mercer.com/
conflictsofinterest. This does not contain investment advice relating to your particular circumstances. No
investment decision should be made based on this information without first obtaining appropriate professional
advice and considering your circumstances. Mercer provides recommendations based on a client’s particular
circumstances, investment objectives and needs. As such, investment results will vary and actual results may differ
materially.
Information contained herein may have been obtained from a range of third party sources. While the information
is believed to be reliable, Mercer has not sought to verify it independently. As such, Mercer makes no
representations or warranties as to the accuracy of the information presented and takes no responsibility or
liability (including for indirect, consequential, or incidental damages) for any error, omission or inaccuracy in the
data supplied by any third party.
Past performance is no guarantee of future results. The value of investments can go down as well as up, and you
may not get back the amount you have invested. Investments denominated in a foreign currency will fluctuate with
the value of the currency. Certain investments, such as securities issued by small capitalization, foreign and
emerging market issuers, real property, and illiquid, leveraged or high-yield funds, carry additional risks that
should be considered before choosing an investment manager or making an investment decision.
Investment management and advisory services for U.S. clients are provided by Mercer Investments LLC (Mercer
Investments). In November, 2018, Mercer Investments acquired Summit Strategies Group, Inc. (“Summit”), and
effective March 29, 2019, Mercer Investment Consulting LLC (“MIC”), Pavilion Advisory Group, Inc. (“PAG”), and
Pavilion Alternatives Group LLC (“PALTS”) combined with Mercer Investments. Certain historical information
contained herein may reflect the experiences of MIC, PAG, PALTS, or Summit operating as separate entities. Mercer
Investments is a federally registered investment adviser under the Investment Advisers Act of 1940, as amended.
Registration as an investment adviser does not imply a certain level of skill or training. The oral and written
communications of an adviser provide you with information about which you determine to hire or retain an
adviser. Mercer Investments’ Form ADV Part 2A & 2B can be obtained by written request directed to: Compliance
Department, Mercer Investments, 99 High Street, Boston, MA 02110.
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