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Robust Bull Market Turns 
Two: What’s Next?
U.S. stocks still trail 2007 peak

• The two-year performance of U.S. stocks dur-
ing the current bull market ranks as the second 
best start in history, and well above the aver-
age gain achieved during prior bull markets 
that lasted two years or more.

• However, the S&P 500® Index remains below its 
2007 peak, and its roundtrip performance (bear 
market and fi rst two years of subsequent bull) trails 
well behind the average of prior two-year bulls.

• Historically, two-thirds of all bull markets that 
have lasted two years have gone on for a third 
year, with average returns of 9% in year three 
that roughly help recoup bear-market losses. 

   KEY TAKEAWAYS

In one of the sharpest bull market rebounds in history, the 
U.S. stock market has nearly doubled since the bear-market 
low on March 9, 2009.i During this two-year period, stock 
prices have been supported by a backdrop of low infl ation, 
a rebound in corporate profi ts, and favorable fi scal and 
monetary policies by the U.S. government.

Assessing the two-year bull
Taking a look back at bear-market recoveries since the 1928, 
the current bull market (since March 9, 2009) has posted 
some of the best gains out of the gate, measured on a 6-, 
12-, 18- and 24-month basis (see Exhibit 1, right). On the 
two-year anniversary of the latest bull market in early March 
2011, the S&P 500® Index was up 95%, which is well above 
the 56% average (56% median) rally following a bear market. 
On the basis of that analysis alone, one might think there is 

merit to the notion that the stock market’s current bull-mar-
ket rally is a bit overdone.   

Evaluating the entire bear-bull cycle
Taking a step further, let’s consider how the complete bear-
bull cycle of 2007-2011 stacks up versus history. From the 
start of the bear market on October 9, 2007 and through 
the second anniversary of the latest bull market on March 
9, 2011 (roundtrip bear-bull cycle), the S&P 500 Index was 
still 15% below its level prior to the onset of the bear, and 
signifi cantly lower than the -4% average (7% median) return 
of all prior two-year, bear-bull cycles (see Exhibit 2, page 2). 
Thus, despite the stock market’s robust rally during the past 
two years, it so far hasn’t fully recovered as much of the loss-
es as it had in prior bull markets (on average). The primary 
reason for this shortfall was due to the severity of the most 
recent bear market, which was the second worst since the 
Great Depression. However, it’s also worth noting that the 
net two-year roundtrip performance of the current bear-bull 
cycle is well ahead of other severe bear markets (i.e., -49% 
for 2000-’02; -36% for 1937-’42; -86% for 1929-‘32).

Outlook for a three-year bull
Historically, eight out of the 12 bull markets that celebrat-
ed their second anniversary went on for a third year, with 
an average gain of 9% in year three, resulting in an aver-
age three-year total gain of 75% (Exhibit 2). Among severe 
bear markets most comparable to the recent ‘07-’09 bear, 
stocks also continued to rise and earn back some of their 
losses through the third bull year (Exhibit 2). 

Investment implications
The current bull market is off to one of the best starts ever. 
However, it followed one of the worst bear markets of all 
time, leaving the overall rally short of previous bull-market 
starts in terms of recovering bear-market losses. While the 
most robust gains during bull-market cycles have typically 
occurred during the fi rst year, investors may want to keep 
in mind that two thirds of bear-bull cycles that reach their 
second anniversary went on to celebrate a third anniver-
sary the following year.

Stock Market Performance During Bull Markets
(1929-2011)

Roundtrip Stock Performance (Bear-Bull Cycle)
(1929-2011)

* N/A - Current bull market has not yet entered third year so data not shown. Bull and bear markets defi ned as a 20% or more increase or decrease in 
the S&P 500 Index over a six-month period or longer. Source: Bloomberg, FMRCo. (MARE) as of 3/9/11.

EXHIBIT 1
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Historical Stock Market Performance During and After Bear Markets
(1929-2011)

Bear Markets Bear Market Return
Return in First 

Two Years of New 
Bull Market

Return in First 
Three Years of New 

Bull Market

Two-Year Roundtrip 
(Bear & First Two 
Years of New Bull)

Three-Year Roundtrip 
(Bear & First Three 
Years of New Bull)

1929 - 1932 -86% 124% 140% -69% -67%

1937 - 1942 -60% 59% 99% -36% -21%

1946 - 1949 -30% 59% 80% 12% 27%

1956 - 1957 -22% 44% 35% 13% 6%

1961 - 1962 -28% 56% 56% 13% 13%

1966 - 1966 -22% 42% N/A 10% N/A

1968 - 1970 -36% 60% N/A 2% N/A

1973 - 1974 -48% N/A N/A N/A N/A

1976 - 1978 -19% 25% N/A 1% N/A

1980 - 1982 -27% 62% 83% 18% 34%

1987 - 1987 -34% 57% N/A 4% N/A

1990 - 1990 -20% 38% 56% 10% 25%

2000 - 2002 -49% 45% 53% -26% -22%

2007 - 2009 -57% 95% ??? -16% ???

Average -37% 56% 75% -4% -1%

Median -30% 56% 68% 7% 9%

N/A indicates a bull market ended before the next anniversary. Bull and bear markets defi ned as a 20% or more increase or decrease in the S&P 500 Index over 
a six-month period or longer. Source: Bloomberg, FMRCo (MARE) as of 3/9/11.

The Market Analysis, Research and Education (MARE) group, a unit of Fidelity 
Management & Research Co. (FMRCo.), provides timely analysis on developments 
in the fi nancial markets.

Investment decisions should be based on an individual’s own goals, time horizon, and tolerance for risk.

Past performance is no guarantee of future results.

Indices are unmanaged and you cannot invest directly in an index.

[i] On a closing price basis, the market bottomed on 3/9/09 at 676.53, which is the date used for this 
analysis. On an intra-day basis, the market bottomed on 3/6/09 at 666.79. Source: Bloomberg, FMRCo. 
(MARE) as of 3/9/11.

The S&P 500®, a market-capitalization-weighted index of common stocks, is a registered service mark of 
the McGraw-Hill Companies, Inc. and has been licensed for use by Fidelity Distributors Corporation.   

Brokerage products and services and workplace savings plan products and services offered directly to 
investors and plan sponsors provided by Fidelity Brokerage Services LLC, Member NYSE, SIPC, 900 Salem 
Street, Smithfi eld, RI 02917

Investment and workplace savings plan products and services distributed through investment profession-
Fidelity Investments Institutional Services Company, Inc. 100 Salem Street, Smithfi eld, RI 02917. 
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