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DO YOU HAVE BEAR MARKET INSURANCE?
When looking at current market valuations and peak-to-trough losses from previous 
bear markets, the comparisons are troubling. The ultimate question is, Do you have 
bear market insurance?

// A LOOK AT PREVIOUS S&P 500® BEAR MARKETS

The Shiller P/E ratios were calculated from top months in the year of the market 
correction. In this case September 1, 1929; January 1, 2000 and May 1, 2007. 

The average bear market indicator, expressed as a Shiller P/E 10 Ratio, on the S&P 
500® over the last 137 years is 16.72. Are we approaching a correction to the mean 
bear market indicator? 
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Crash of 2000: 
The Dot Com Bubble 

2000 -49.10% -20.32%

Wall Street Crash of 
1929: Black Tuesday

1929 -86.10% -71.63%

Crash of 2007: 
The Great Recession 

January 1st, 2017

2007

2017

-56.40% -6.61%
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32.56
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Average -63.87% -32.85% 13.00% 45.86% 33.05

? ? ? ? 28.33

1. “11 Historic Bear Markets,” NBC News, accessed March 17 2017, <http://www.nbcnews.com/id/37740147/ns/businessstocks_and_
economy/t/historic-bear-markets/#.WMmCbFUrJhE>. 

2. See: Drew Dokken and Wade Dokken, “A Client’s Perspective on Best Interest”, for information on how these returns are calculated 
<https://wealthvest.com/white-papers>.

3. Robert Shiller, “Online Data - Robert Shiller.” Online Data - Robert Shiller, accessed March 23, 2017, <http://www.econ.yale.
edu/~shiller/data.htm>. 

4. Elvis Picardo, “P/E 10 Ratio,” Investopedia, June 1, 2016, <http://www.investopedia.com/terms/p/pe10ratio.asp#ixzz4YtmafJaB>.

5. “Shiller PE Ratio,”Accessed June 12, 2017,<http://www.multpl.com/shiller-pe/.>

 › BEAR MARKET INDICATOR:4

The Shiller P/E 10 ratio is a valuation measure, generally applied to broad equity indices, that uses real 
per-share earnings over a 10-year period. The P/E 10 ratio uses smoothed real earnings to eliminate the 
fluctuations in net income caused by variations in profit margins over a typical business cycle. The ratio 
was popularized by Yale University professor Robert Shiller, who won the Nobel Prize in Economic Sciences 
in 2013. It attracted a great deal of attention after Shiller warned that the frenetic U.S. stock market rally 
of the late-1990s would turn out to be a bubble.
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PROTECT FROM MARKET DECLINES WHILE 
DELIVERING COMPETITIVE RETURNS.
This graph demonstrates how fixed index 
annuities move with the S&P 500®. In up 
years, the contract’s account value is credited 
interest, but in the down years, it maintains its 
value. This serves as a hedge against market 
corrections, especially when market valuations 
are currently so high. Assets are protected and 
what goes up won’t come down.

// HOW FIXED INDEX ANNUITIES PERFORM THIS CENTURY. 
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LOCKS IN INTEREST CREDITS 
DURING MARKET DECLINES 

* Advisory fee and fund expense assumptions are based on the below sources. We assume 1.16% in total fees for both a flat registered investment 
advisory fee and a mutual fund expense ratio. PriceMetrix estimated that the average advisory fee for a new account in 2016 was 1.07%, for 
managed assets of $1 million to $1.5 million. (See note 6 below.) We assumed a 0.09% index equity mutual fund expense ratio based on ICI 
research (simple average of 2016, for passively managed indexes.) (See note 7 below.) We used this expense ratio, even though the simple average 
across all index equity mutual funds (including sector and international indexes) was .63% for 2016 as determined by ICI. (See note 7 below.)

6.     Patrick Kennedy, “The State of Retail Wealth Management“, 2016, https://www.pricemetrix.com/cms/wp-content/uploads/State-of-Retail-  
        Wealth-2016.pdf?t=1500488467.

7.     Sean Collins and James Duvall, ICI Research Perspective, https://www.ici.org/pdf/per23-03.pdf 

This hypothetical example is intended to illustrate how index fluctuations might affect a fixed index annuity contract’s account value. It is not 
intended to show past or future results. The hypothetical products were purchased on 12/31/99 and the initial premium was $100,000. The 
depiction assumes no withdrawals or additional premiums added during the 17-year period ending 12/30/16. The blue line shows the annual 
point-to-point strategy assuming a 5.00% cap rate to calculate the interest credited to the FIA’s account value each year, typically on the contract 
anniversary date. The yellow line shows the S&P 500®. The black line shows an FIA assuming a 45% annual point-to-point participation rate during 
the 17-year period. S&P 500® returns have been calculated by comparing the adjusted close on the final trade day of each year. Data used is from 
Yahoo! Finance. The hypothetical FIA values are using the S&P 500® excluding dividends.

Guarantees are backed by the financial strength and claims-paying ability of the issuing insurance company and do not apply to the performance 
of the index, which will fluctuate with market conditions. Annuities are designed to meet long-term needs of retirement income. Early withdrawal 
charges will apply if money is withdrawn during the early withdrawal charge period. Before purchasing an annuity, read and understand the 
disclosure document for the early withdrawal charge schedule. The purchase of an annuity is an important financial decision. Talk to your financial 
professional to learn more about the risks and benefits of annuities. 

Standard & Poor’s® and S&P 500® are registered trademarks of Standard & Poor’s Financial Services LLC. WealthVest is not affiliated with, nor does 
it have a direct business relationship with Standard & Poor’s Financial Services LLC. When you buy a fixed index annuity, you own an insurance 
contract. You are not buying shares of any stock or index.

//   Did You Know? 
Fixed index annuities do not have a memory past one year. Allowing the fixed 
index annuity account value to remain level during declines and gain on 
subsequent increases, regardless if the high watermark has been reached. 

• Not FDIC insured • May lose value • No bank or credit union guarantee • Not a deposit • Not insured by any federal government agency or NCUA/NCUSIF


