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This summer, the US equity market accomplished what few investors would have imagined possible 

10 years ago – the honor of being named the longest-running bull market in US history. Because 

active managers have struggled during this period, some market participants have expressed doubt 

about the ability of those managers to outperform the broad equity market. At MFS, we believe that 

investors should consider the merits of investing across market cycles, not just during a discrete phase 

of one of them. 

This bull market has been the proverbial rising tide that lifts all boats, including passive managers 

whose sole purpose is to mimic the markets. But full market cycles include both bull and bear phases, 

and investors need to be prepared for both. 

We took a look at the two most recent market cycles and segmented them into the bull and bear 

phases. We found that manager returns appear to follow different return distributions whereby  

the group exhibits a bell-shaped pattern during bull markets but a positively skewed pattern during 

bear markets. 

During the bull market period from September 2002 to September 2007, the distribution of 

annualized excess returns appears somewhat normal, distributed with returns clustered around the 

market rate of return (see Exhibit 1). 
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Exhibit 1: US Large Cap Strategy Annualized Excess Returns
 Bull Market 9/02 to 9/07

Source: eVestment, US large cap equity universe, as of 6/30/18. 
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Exhibit 2 shows that during the current bull market, which began in March 2009 (data as of March 

31, 2018), the performance of active managers in the large-cap space was worse, with most showing 

negative excess returns.

38.8%
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Exhibit 2: US Large Cap Strategy Annualized Excess Returns
 Bull Market 3/09 to 6/18

Source: eVestment, US large cap equity universe, as of 6/30/18. 
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However, the performance of active managers in the two most recent bear market periods paints 

an entirely different picture. As a group, more active managers delivered significant excess 

returns. Indeed, during the bear market that followed the bursting of the dot-com bubble (from 

December 1999 to September 2002), the vast majority of active managers in the large-cap universe 

outperformed the S&P 500 Index by in excess of 7% on an annualized basis, as illustrated in Exhibit 3. 
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Exhibit 3: US Large Cap Strategy Annualized Excess Returns
 Bear Market 12/99 to 9/02 

Source: eVestment, US large cap equity universe, as of 6/30/18. 
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During the bear market that ushered in the global financial crisis (September 2007 to March 2009), 

active managers again added significant alpha, as illustrated in Exhibit 4. 
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Exhibit 4: US Large Cap Strategy Annualized Excess Returns
Bear Market 9/07 to 3/09

Source: eVestment, US large cap equity universe, as of 6/30/18. 
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These data suggest that alpha opportunities appear cyclical in nature, with active managers able to 

thrive during periods of high volatility and dispersion in equity prices, conditions that often accompany 

market downturns, but struggle during periods of low volatility and little dispersion. History shows that 

outperformance in tumultuous markets can set investors up for solid returns over the long term and can 

prevent a whole host of well know behavioral mistakes brought on by volatility.

In our view, active managers who are likely to have success over full market cycles share similar 

attributes. These include robust risk management frameworks, durable and repeatable investment 

processes and the patience to wait out long bull markets. 

MFSE-BEARS-BLOG-10/18
41516.13

IMPORTANT INFORMATION

This article was first published in the United States by MFS Institutional Advisors Inc. in October 2018 and is distributed in Canada by Sun Life Global Investments (Canada) 
Inc., with permission.

Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund investments. Please read the fund’s prospectus. Mutual funds 
are not guaranteed, their values change frequently and past performance may not be repeated.

This document is provided for information purposes only and is not intended to provide specific financial, tax, insurance, investment, legal or accounting advice and should 
not be relied upon in that regard and does not constitute a specific offer to buy and/or sell securities.  Views expressed regarding a particular company, security, industry 
or market sector should not be considered an indication of trading intent of any mutual funds managed by Sun Life Global Investments (Canada) Inc. or sub-advised by 
MFS Institutional Advisors Inc. These views are not to be considered as investment advice nor should they be considered a recommendation to buy or sell. Information 
presented has been compiled from sources believed to be reliable, but no representation or warranty, express or implied, is made with respect to its timeliness or accuracy. 
This document may contain forward-looking statements about the economy and/or markets; their future performance, strategies or prospects. Forward-looking statements 
are not guarantees of future performance, are speculative in nature and cannot be relied upon. They involve inherent risks and uncertainties so it is possible that predictions, 
forecasts, and projections will not be achieved. A number of important factors could cause actual events or results to differ materially from those expressed or implied this 
document.

The views expressed in this commentary are those of the authors and are subject to change at any time. These views should not be relied upon as investment advice, as 
securities rec-ommendations, or as an indication of trading intent on behalf of any other MFS investment product.

The S&P 500 Index measures the broad US stock market.

“Standard & Poor’s®” and “S&P®” are registered trademarks of Standard & Poor’s Financial Services LLC (“S&P”) and Dow Jones is a registered trademark of Dow Jones 
Trademark Holdings LLC (“Dow Jones”) and have been licensed for use by S&P Dow Jones Indices LLC and sublicensed for certain purposes by Massachusetts Financial 
Services Company (“MFS”). The S&P 500® is a product of S&P Dow Jones Indices LLC, and has been licensed for use by MFS. MFS’s product(s) is not sponsored, endorsed, 



© Sun Life Global Investments (Canada) Inc., 2018.

sold or promoted by S&P Dow Jones Indices LLC, Dow Jones, S&P, or their respective affiliates, and neither S&P Dow Jones Indices LLC, Dow Jones, S&P, their respective 
affiliates make any representation regarding the advisability of investing in such product(s). 

Unless otherwise indicated, logos and product and service names are trademarks of MFS® and its affiliates and may be registered in certain countries. 


