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Looking Back on a Near-Bear Market
· The S&P 500 fell 2.6% last week, but some of the news that drove the decline is already looking better.
· Even though the recent near-bear market had its own drivers, it held largely true to form for market declines and historical market perspective was helpful navigating the volatility.
· Intermediate Treasuries and gold were useful diversifiers during the decline.
· Washed out sentiment and then a large reversal are common for market bottoms.
· Losers during the decline turned into winners during the rebound but still have ground to make up.
The S&P 500 fell 2.6% last week, falling the last three days of the week heading into the long holiday weekend after climbing on Monday and Tuesday. Declines were primarily caused by a fresh round of tariff threats, including 50% on the European Union (delayed over the weekend to July 9) and 25% on iPhones manufactured outside of the United States (Apple was down 9.6% for the week).
The rate environment was also making headlines, as the 30-year Treasury yield approached its October 2023 high before retreating on Thursday and Friday. Investors continue to demand a higher yield to hold longer maturity bonds as policy continues to increase the uncertainty of the inflation outlook.
We remain more concerned about the rate environment than stocks because of what they tell us about where cracks may be forming in the economy. An occasional small retreat by stocks is healthy, and the holiday-shortened week is likely to get off to a good start after the latest tariff reprieve. The rate environment is more concerning, as the Fed increasingly looks to be on hold for longer, even more so with the House passing its version of a heavily debt-financed “Big, Beautiful Bill” (although that’s likely to see a lot of changes as the Senate passes its own version).
This week, we want to focus a little more on looking back. It may be early to do a post-mortem on the February 19 – April 8, 2025 near-bear market, but maybe it’s not too early to find perspective that we didn’t have “in the moment.” Despite the unusual driver of this particular near-bear market, which really falls entirely on the president (who also gets credit for the rebound if he gets blamed for the downturn), the market itself acted fairly predictably, and maybe that’s the main takeaway. Every downturn has its own character and will not simply stick to history, but knowing and understanding market history, especially in the heat of the moment, is a powerful tool.
Some Diversifiers Usually Work, Especially If You Diversify Them
We’ve shared the table below a few times now. It shows which diversifiers worked (or didn’t) in major drawdowns since 1998’s 19.2% S&P 500 decline. What’s worked best has depended on the market environment. Most generally, bonds have fared well and commodities have fared poorly in downturns, but sometimes it’s been dramatically different. (It makes sense that commodities have underperformed — stock downturns often happen during periods of economic weakness, when lower demand weighs on commodity prices.) 
If the most recent near-bear market is indeed in the books, then intermediate Treasuries will win best diversifier this time around for the limited number of assets in the table. Intermediate Treasuries generally work fairly well when long Treasuries do, but long Treasuries’ greater rate sensitivity usually makes them the more attractive diversifier. This time, being in quality (Treasuries) was a good idea — Treasuries outperformed both investment-grade and high yield-corporates as well as mortgage-backed securities. But being in long maturity Treasuries was not the top idea due to only an incremental rate move at the long end of the yield curve. It was better to be in intermediate Treasuries. Also note that long bonds, short maturity Treasuries, and gold could have all added a little ballast to a portfolio as well. But broad commodities (which is 30% energy) lagged.
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From a portfolio perspective, the takeaways are that diversification is important, but it’s not enough to rely on a single source of diversification in a portfolio all the time. It’s important to understand what environment you’re in, and if the environment is uncertain, as we think the current one is, having exposure to different kinds of diversifiers can be beneficial.
Pay Attention to History
If you follow these pieces, you know that Carson’s Chief Market Strategist Ryan Detrick has been providing a running commentary on market sentiment throughout the downturn in real time. As those of us who are Ryan’s colleagues have learned, whatever else we’re thinking or feeling, we need to check it against the data that Ryan provides. Here’s some of the real-time analysis from Ryan’s blogs during the downturn and rebound along with a few charts.
April 8: “The VIX soared to above 60 yesterday morning, hitting levels that historically have marked major bottoms for stocks. We’ll keep this simple, but when the VIX hits 50 for the first time in a month it has probably been preceded by poor performance driven by panic, likely suggesting better times are coming. In fact, the S&P 500 has gained more than 20% on average a year later after the VIX spikes above 50.” 
 [image: ]
April 16: “Stocks were flirting with a bear market until President Trump put a pause on all reciprocal tariffs (excluding China) for 90 days on Wednesday, April 9. The S&P 500 responded by gaining 9.5% in one day, the third best single day since World War II. Like a beach ball under the water, once it gets some momentum, it can really start moving. In fact, we found 23 other times (since 1950) the S&P 500 gained more than 5% in one day and the future returns were quite impressive longer term, with stocks up a year later more than 91% of the time and up nearly 27% on average.”
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April 16: “It wasn’t just that last Wednesday saw huge gains. Nearly all the volume on the NYSE was for stocks moving higher as well (something we call a buying thrust). In fact, advancing volume was 98.6% of the total volume, the most in history (using reliable data back to 1980). We found six other times that had extreme levels and the S&P 500 was higher 3-, 6-, and 12-months later every single time. Check out some of those dates. August 1982 and March 2009 really stand out as some historic buying opportunities. This could be another clue that the sellers scared by currently known risks have exhausted themselves and higher prices over the intermediate term could be possible.” 
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April 22: “The recently released Bank of America Global Fund Manager Survey showed a record number of participants who intend to cut US exposure, as shown in the chart below. The survey also showed the largest two-month jump in cash since April 2020 and the 4th highest recession expectations ever. Given this survey looks at managers who manage actual portfolios, this is a very solid potential contrarian indicator.”
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Real time commentary in the heat of the moment is always a good test of the work you do, and the Carson team will continue to share our thoughts and analysis throughout the year. We won’t always be right, we won’t always be wrong, but you’ll always know what we’re thinking and why and it will be based on facts, not feelings.
Losers on the Way Down Are Often Winners on the Way Up
This is more a short-term observation. It took a long time for tech to come back from the tech bubble bursting and for financials to come back from the Great Financial Crisis. But during the immediate rebound from a selloff, the losers in the selloff can often be the winners in the rebound. Below are charts ranking 32 major indexes during the sell-off and the rebound as of last Monday, 5/19. It includes broad stock indexes as well as stock size, sector, style, and region; a few bond indexes; and a couple of commodity indexes. 
It's easy to see that many of the losers in the sell-off have flipped to winners in the rebound. In fact, the bottom five in the downturn are all in the top six for the reversal. Part of that is just “beta,” the inherent sensitivity of some of these indexes to general market ups and downs, but that’s not the whole story. 
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Keep in mind that larger decliners need to make up extra ground on the way up. Something that is down 10% only needs to climb 11% to get back to flat. But down 20% has to go up 25% and down 50% has to go up 100%. As a result, as seen below, the net winners among equities have more in common with the first chart above than with the second, although we’re not all the way back yet. 
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One of the grand takeaways from all of this is just reinforcement of the basic lesson that investing takes patience. Being “risk tolerant” doesn’t mean that you’re not going to feel bad when markets are down. It means that you know downturns are going to occur, you know you’re going to feel bad, and you are prepared to ride out the emotions. That may be the most important lesson for becoming an effective long-term investor. We can almost promise you that when we have the next major decline, whether tomorrow, in a month, in a year, or longer, it’s going to feel like the downturn is different from every other and that the normal rules don’t apply. It always does — that’s just the way volatility works. But as Ryan likes to say, volatility is the toll we pay to invest.


This newsletter was written and produced by CWM, LLC. Content in this material is for general information only and not intended to provide specific advice or recommendations for any individual. All performance referenced is historical and is no guarantee of future results. All indices are unmanaged and may not be invested into directly. The views stated in this letter are not necessarily the opinion of any other named entity and should not be construed directly or indirectly as an offer to buy or sell any securities mentioned herein. Due to volatility within the markets mentioned, opinions are subject to change without notice. Information is based on sources believed to be reliable; however, their accuracy or completeness cannot be guaranteed. Past performance does not guarantee future results. 

S&P 500 – A capitalization-weighted index of 500 stocks designed to measure performance of the broad domestic economy through changes in the aggregate market value of 500 stocks representing all major industries. 

The NASDAQ 100 Index is a stock index of the 100 largest companies by market capitalization traded on NASDAQ Stock Market. The NASDAQ 100 Index includes publicly-traded companies from most sectors in the global economy, the major exception being financial services. 

The views stated in this letter are not necessarily the opinion of Cetera Advisor Networks LLC and should not be construed directly or indirectly as an offer to buy or sell any securities mentioned herein.  Investors cannot invest directly in indexes. The performance of any index is not indicative of the performance of any investment and does not take into account the effects of inflation and the fees and expenses associated with investing. 

A diversified portfolio does not assure a profit or protect against loss in a declining market. 
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The Best Stock Diversifier Depends on the Environment
Longer Maturity Bonds Are Often a Solid Candidate

Selected Index Performance During Major Stock Drawdowns
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1 Month 3 Month 6 Months 12 Months

-4.8% -11.6% -22.8% -0.2%

-1.9% 2.7% 11.6% 36.3%

0.7% 15.3% 24.1% 39.3%

2.4% 10.4% 1.9% 15.5%

1.6% -0.9% 6.1% 0.4%

-10.4% 7.5% 16.2% 28.6%

6.4% 10.5% 16.9% ?

? ? ? ?

-0.9% 4.8% 7.7% 20.0%

0.7% 7.5% 11.6% 22.0%

57.1% 71.4% 85.7% 83.3%

0.7% 2.2% 4.5% 9.2%

1.0% 2.6% 4.9% 10.4%

60.7% 66.0% 70.1% 73.8%

Median

% Higher

Date

10/6/2008

1/14/2009

VIX Spikes Above 50 Are Rare, But Potentially Bullish

S&P 500 After VIX Spikes >50 (Intraday), First Instance In A Month (1990 - Current)

S&P 500 Index Returns

2/17/2009

8/24/2015

Source: Carson Investment Research, FactSet 04/04/2025



All Years Since 1950
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2/6/2018

3/6/2020

8/5/2024

4/7/2025*
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Date % Gain

Next Day 

Return

Five Days 1 Month 3 Months 6 Months 12 Months

5/27/1970 5.0% 2.5% 7.9% 1.7% 11.5% 15.8% 36.7%

10/20/1987 5.3% 9.1% (1.5%) 3.7% 2.4% 8.1% 18.0%

10/21/1987 9.1% (3.9%) (9.7%) (7.1%) (5.9%) (0.8%) 7.2%

10/28/1997 5.1% (0.3%) 2.1% 3.2% 6.9% 20.6% 15.9%

9/8/1998 5.1% (1.7%) 1.4% (5.2%) 16.0% 25.7% 31.3%

1/3/2001 5.0% (1.1%) (2.5%) 0.1% (18.1%) (9.5%) (14.3%)

7/24/2002 5.7% (0.6%) 8.1% 14.1% 5.5% 5.2% 16.4%

7/29/2002 5.4% 0.4% (7.2%) 4.0% (0.1%) (4.5%) 10.0%

9/30/2008 5.3% (0.3%) (14.5%) (20.1%) (23.5%) (30.4%) (9.2%)

10/13/2008 11.6% (0.5%) (1.8%) (10.4%) (13.1%) (15.1%) 7.0%

10/28/2008 10.8% (1.1%) 6.9% (5.6%) (10.1%) (7.2%) 10.9%

11/13/2008 6.9% (4.2%) (17.4%) (4.7%) (13.4%) (0.2%) 20.0%

11/21/2008 6.3% 6.5% 2.0% 7.9% (4.4%) 11.6% 38.3%

11/24/2008 6.5% 0.7% (0.4%) 1.9% (11.6%) 6.5% 29.8%

12/16/2008 5.1% (1.0%) (5.5%) (6.9%) (14.1%) 0.6% 21.5%

3/10/2009 6.4% 0.2% 8.1% 14.7% 31.0% 42.5% 59.2%

3/23/2009 7.1% (2.0%) (4.3%) 2.5% 8.5% 29.4% 42.7%

3/13/2020 9.3% (12.0%) (15.0%) 5.0% 12.2% 23.2% 46.4%

3/17/2020 6.0% (5.2%) (3.2%) 10.7% 23.5% 34.5% 57.1%

3/24/2020 9.4% 1.2% 5.6% 14.3% 27.9% 35.5% 58.9%

3/26/2020 6.2% (3.4%) (3.9%) 9.4% 17.3% 23.4% 51.1%

4/6/2020 7.0% (0.2%) 6.8% 6.9% 18.1% 28.0% 53.2%

11/10/2022 5.5% 0.9% (0.2%) 0.9% 4.6% 4.5% 11.5%

4/9/2025 9.5% ? ? ? ? ? ?

Average -0.7% -1.7% 1.8% 3.1% 10.8% 26.9%

Median -0.5% -1.5% 2.5% 4.6% 8.1% 21.5%

% Positive 34.8% 39.1% 69.6% 56.5% 69.6% 91.3%

S&P 500 Future Returns

S&P 500 5% Gains And What Happened Next (1950 - Current)

Big Gains Tend To Lead To Much Higher Prices 

Source: Carson Investment Research, FactSet 04/09/2025
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Date

NYSE 

Advancing 

Volume

NYSE 

Declining 

Volume

Advancing Volume As 

A % Of Overall 

Volume

1 Month 3 Months 6 Months 12 Months

8/17/1982 98,011,301 2,046,400 98.0% 13.5% 25.7% 36.6% 50.2%

3/23/2009 7,351,643,215 204,933,593 97.3% 2.5% 8.5% 29.4% 42.7%

6/10/2010 5,175,629,666 109,997,092 97.9% (0.7%) 1.6% 13.0% 18.6%

11/28/2011 3,712,470,927 88,485,643 97.7% 4.8% 14.5% 10.1% 18.7%

12/20/2011 3,880,914,479 96,015,792 97.6% 6.0% 12.2% 6.8% 15.2%

12/31/2012 2,969,108,025 81,078,498 97.3% 5.0% 8.9% 13.2% 29.6%

4/9/2025 9,167,625,391 134,323,781 98.6% ? ? ? ?

5.2% 11.9% 18.2% 29.2%

4.9% 10.6% 13.1% 24.2%

83.3% 100.0% 100.0% 100.0%

0.7% 2.2% 4.5% 9.2%

1.0% 2.6% 4.9% 10.4%

60.7% 66.0% 70.1% 73.8%

April 9th Was A Record For Advancing/Declining Volume

Largest NYSE Advancing/Declining Volume Days And What The S&P 500 Did Next (1980 - Current)



Source: Carson Investment Research, Ned Davis 04/09/2025 (1980 - Current)
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Chart 1: Record number of FMS global investors intending to cut US equities
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Losers Tend To Become Winners in a Market Rebound

Ranked Selected Index Returns 2/19/2025 to 4/8/2025 Ranked Selected Index Returns 4/8/2025 to 5/23/2025

1 Bloomberg U.S. Government: Intermediate 24% 1 S&P 500 High Beta Index 29.1%
2 Bloomberg Gold 1.4% 2 S&P Technology Select Sector 263%
3 Bloomberg US Treasury Inflation Protected Notes (TIPS) 1.3% 3 S&P 500 Momentum 245%
4 Bloomberg US Aggregate 1.0% 4 NASDAQ Composite Index 228%
5 Bloomberg U.S. Govenment: Long 1.0% 5 Russell 1000 Growth 220%
6 Bloomberg US Treasury - Bills (1-3 M) 06% 6 S&P Industrial Select Sector 21.0%
7 Bloomberg US Aggregate Credit - Corporate - High Yield (1983) -3.3% 7 S&P Consumer Discretionary Select Sector 19.4%
8 S&P Consumer Staples Select Sector 5.9% 8 Russell 2000 Growth 19.1%
9 S&P 500 Low Volatiity 6.3% 9 MSCIEAFE 17.8%
10 S&P Utilties Select Sector 3% 10 MSCIEM (Emerging Markets) 17.3%
11 MSCIEAFE -85% 11 S&P 500 16.7%
12 S&P Health Care Select Sector 7% 12 S&P Communication Services Select Sector Index 16.3%
13 Bloomberg Commodity Index 9.0% 13 Russel 2000 16.0%
14 MSCIEM (Emerging Markets) -1.4% 14 S&P Materials Select Sector 15.4%
15 Real Estate Select Sector Index 1.7% 15 S&P Financial Select Sector 13.9%
16 Russell 1000 Value 146% 16 Bloomberg Gold 13.1%
17 DJ industrial Average -15.4% 17 Russell 2000 Value 12.9%
18 S&P Financial Select Sector 155% 18 Russell 1000 Value 11.6%
19 S&P Industrial Select Sector 15.9% 19 S&P Utiities Select Sector 10.9%
20 S&P Energy Select Sector -16.2% 20 DJindustrial Average 10.7%
21 S&P Materials Select Sector 17.0% 21 Real Estate Select Sector Index 96%

22 S&P Communication Services Select Sector Index A77% 22 S&P Energy Select Sector 72%

23 S&P 500 -18.7% 23 S&P 500 Low Volatiity 69%

24 S&P 500 Momentum 196% 24 S&P Consumer Staples Select Sector 68%

25 Russell 2000 Value 209% 25 Bloomberg Commodity Index 6.1%

26 S&P Consumer Discretionary Select Sector 218% 26 Bloomberg US Aggregate Credit - Corporate - High Yield (1983)  3.8%

27 Russell 2000 227% 27 Bloomberg US Treasury - Bills (1-3 M) 06%

28 Russell 1000 Growth 230% 28 Bloomberg US Treasury Inflation Protected Notes (TIPS) 01%
29 NASDAQ Composite Index 238% 29 Bloomberg U.S. Govemment: Intermediate 0.2%
30 Russell 2000 Growth 243% 30 Bloomberg US Aggregate 0.4%
31 S&P Technology Select Sector 257% 31 S&P Health Care Select Sector 21%
32 S&P 500 High Beta Index 292% 32 Bloomberg U.S. Govemment: Long 3.4%

Source: Carson Investment Research 5/23/2025 %, CARSON
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Almost Back to Flat and the Downturn Laggards Still Lag

Ranked Selected Index Returns 2/19/2025 to 5/23/2025

1 Bloomberg Gold 14.8%
2 MSCIEAFE 78%
3 MSCIEM (Emerging Markets) 39%
4 Bloomberg U.S. Government: Intermediate 1.8%
5 S&P Industrial Select Sector 1.8%
6  S&P Utilties Select Sector 17%
7 Bloomberg US Treasury Inflation Protected Notes (TIPS) 1.2%
8 Bloomberg US Treasury - Bils (1-3 M) 11%
9 Bloomberg US Aggregate 0.7%
10 S&P Consumer Staples Select Sector 05%
11 Bloomberg US Aggregate Credit - Corporate - High Yield (1983) 03%
12 S&P 500 Low Volatiity 0.1%
13 S&P 500 Momentum 0.1%
14 Bloomberg U.S. Govemment: Long 25%
15 Real Estate Select Sector Index -3.3%
16 Bloomberg Commodity Index -35%
17 S&P Financial Select Sector 37%
18 S&P Materials Select Sector -4.2%
19 S&P Communication Services Select Sector Index -4.3%
20 Russell 1000 Value -46%
21 S&P 500 5.2%
22 Russell 1000 Growth 6.0%
23 S&P Technology Select Sector 6.2%
24 DJIndustrial Average 6.3%
25  NASDAQ Composite Index 6.4%
26 S&P Consumer Discretionary Select Sector 67%
27 S&P 500 High Beta Index -86%
28 Russell 2000 Growth 9.9%
29 S&P Energy Select Sector -102%
30 Russell 2000 -103%
31 S&P Health Care Select Sector -106%
32 Russell 2000 Value -106%

Source: Carson Investment Research 5/23/2025 %, CARSON
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