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For a retirement to 
work well, the 
retiree must earn a 
good rate of return 
on his retirement 

assets.  And by good rate of return I mean that 
over the long-term, we all want to make more 
on our money than what we are taking from it, 
so it can continue to grow during retirement.  
How do we do that?  By putting our money in 
real investments with a history of making 
more than we take out.  What I am talking 
about are equities. The thing, though, about 
equities is that they don’t just go up.  They go 
down, too.   

So let’s talk about the stock market.  
Everybody’s heard of Bull and Bear markets.  
What most people haven’t heard before is that 
there are two kinds of both, short-term, or 
cyclical, that lasts from a few months to a few 
years, and long-term, or secular, which last 
from 15 to 20 years.  Most folks have only 
known about the short-term, or cyclical, 
market movements.  By not recognizing the 
long-term view, it can get us in trouble with 
our investments.  As humans, we have a 
mental process of taking the recent past and 
projecting it forever into the future.  We call it 
‘recency bias.’ Secular markets, combined 
with recency bias can work together to our 
detriment. 

The last full secular bear we experienced was 
the 16 years between 1966 and 1981. The 
S&P500, an unmanaged index you cannot 
invest in directly, averaged just 4.54% during 
that time according to Yahoo Finance.  In 
1973 and 1974 the market lost over 20 percent 
a year, which describes a cyclical, or short-

term Bear.  But in 1975 and 1976 it averaged 
over +30 percent a year, clearly a cyclical 
Bull.  Now this is where “Recency Bias” gets 
us in trouble. 

Looking at the years of 1973 and 74, we 
humans will say, “Man, I’m losing money like 
crazy!  Get me out of it!”  Or…  Looking at 
the years of 1975 and 1976, we may say, “This 
market’s on fire, I’d better get in!”  

But we don’t get out at the beginning of 73 
because we don’t yet know that the market 
will lose ground the next two years.  When do 
we get out?  AFTER IT’S GONE DOWN!!   

And then the next two years together bring a 
70% increase in value!  When are we likely to 
get in the market, at the beginning of 1975, 
just after the market lost 26% in 1974?  Of 
course not.  No, we get back in the market in 
late 1976, after the market has made most of 
the 70% it’s going to make.   

That’s human nature!  That’s recency bias!  
We take the recent past and project it forever 
into the future. 

Over the long-term, my studies have led me to 
believe that equity investing is the best way to 
passively grow one’s assets.  But if the 
investor doesn’t know much about it himself, 
the services of an honest, non-biased, 
experienced and credentialed financial advisor 
can be, in itself, a good investment. 

 


