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e  October 2018 was a spooky month. The S&P 500 Index once again entered correction territory as it
declined -10% from its peak during the summer. The continued pattern of declines again raises the
question: Is this the beginning of a bear market? Of course, not all corrections turn into bear markets.
Data from the Schwab Center for Financial Research shows that there have been 22 market corrections
since 1974; only four of them, occurring in 1980, 1987, 2000 and 2007, eventually ended up as bear
markets.

e No bull market lasts forever, but bull markets have historically lasted much longer than bear markets.
Since 1926, the average bull market for the S&P 500 Index has lasted 9.1 years with an average
cumulative total return of 480%, while the average S&P 500 bear market period lasted only 1.4 years with
an average cumulative loss of -41%.

e Economic conditions remain strong in the U.S. As such, investors should take advantage of the strong
economy to prepare for the inevitable bad economy — whenever it occurs.

Not every correction turns into a bear market

The S&P 500 Index once again entered correction territory as it declined -10% from its prior peak during the month
of October. This decrease in price following a short-term increase is called a market correction. A bear market, on
the other hand, occurs when the index closes at least -20% down from its previous high close, while a bull market
occurs when the index rises 20% from its lowest close to the next market high. The concern now is whether this
recent correction is the beginning of a bear market.

Data from the Schwab Center for Financial Research shows that there have been 22 market corrections since 1974;
only four of them, occurring in 1980, 1987, 2000 and 2007, eventually ended up as bear markets. In the current
bull market, which began in March 2009, there have been six corrections that avoided turning into bear markets,
including, most recently, a dive in February 2018 that saw stocks back in record territory by late summer. Bear
markets are often triggered by a recession. Fortunately, the U.S. economy is currently strong and shows no sign of
an imminent recession. Nonetheless, when investors experience a month like October, it’s often difficult to stay
calm and understand the bigger picture. A look at the history of past bull and bear markets may provide some
helpful context around this recent concern.

History of Bull and Bear Markets

No bull market lasts forever, and neither does a bear market. While bear markets can be scary, they are an
inevitable part of long-term investing and can be expected to occur periodically. The adage stands true: What goes
up must eventually come down. However, it’s important to keep the occurrence of bear markets in perspective.
The below chart shows historical performance of the S&P 500 Index throughout the U.S. bull and bear markets
from January 1926 through September 2018. Although past performance is no guarantee of future results, we
believe looking at the history of bull and bear markets helps provide a fresh perspective on the benefits of
investing for the long term. The average bull market period lasted 9.1 years with an average cumulative total
return of 480%, while the average bear market period lasted 1.4 years with an average cumulative loss of -41%.
That’s why long-term investors are usually better off staying the course and not pulling money out of the market.
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Source: First Trust Advisors L_P, Marningstar. Returns from 1926 - 9/28/18. *Not applicable since duration is less than one year.

These results are based on monthly returns—returns using different periods would produce different results. The S&F 500 Index is an unmanaged index of 500 stocks used to measure large-cap U.S. stock market performance. Investors cannot
invest directly in an index. Index returns do not reflect any fees, expenses, or sales charges. This chart is for iflustrative purposes only and not indicative of any actual investment. These returns were the result of certain market factors and
evenits which may not be repeated in the future. Past performance is no guarantee of future results.

The information presented is not intended to constitute an investment recommendation for, or adwice to, any specific person. By providing this information, First Trust is not undertaking to give advice in any fiduciary capacity within the
meaning of ERISA and the Internal Revenue Code. First Trust has no knowledge of and has not been provided any information regarding any investor. Financial advisors must determine whether particular investments are appropriate for
their clients. First Trust believes the financial advisor is a fiduciary, is capable of evaluating ir risks inde o andis ible for exercising independent judgment with respect to its retirement plan clients.

Conclusion

Recessions and bear markets are inevitable and normal. However, it is hard to predict when they will begin and
when they will end. You can’t get rid of the uncertainty or try to time the market with any level of consistency.
However, investors can prepare for the ups and downs that are an inevitable part of the investing experience. This
preparation begins with ensuring that investors examine their personal financial circumstances regularly and make
appropriate adjustments. It is also important to review one’s financial plan to ensure the portfolio’s risk tolerance
is aligned with the investor’s long-term goals. In addition, having a diversified portfolio can help mitigate the risk in
any single investment.* Finally, it’s important to ensure investors’ portfolios are rebalanced regularly to ensure
portfolio risk is not skewed higher given the strong equity market returns since early 2009. Ultimately, investors
should take advantage of today’s strong economy to prepare for the next bear market — whenever that occurs.

*Diversification does not guarantee against loss or ensure a profit.

This material is for informational purposes only and sets forth the views and opinions of our investment managers as of this
date. The comments, opinions and estimates are based on or derived from publicly available information from sources that we
believe to be reliable. This commentary is not intended as investment advice or an investment recommendation nor should it
be construed as a solicitation to buy or sell securities. All indexes are unmanaged and an individual cannot invest directly in an
index. Index returns do not include fees or expenses. Past performance is no indication of future performance. Investment
advisory services offered through Global Financial Private Capital, LLC. Securities offered through GF Investment Services, LLC.
Member FINRA/SIPC. 501 North Cattlemen Road, Ste. 106, Sarasota, FL 34232
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