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Some “Spurious” Beliefs on Capital 
Markets and Investment Strategies

Business Cycles are Predictable
Stock Market Cycles last for 4 Years
Market Timing is a High Odds Strategy
The Market is Efficient
You Can’t Beat the Market
Risk is Standard Deviation of Returns
Stocks Outperform Bonds
International Diversification is Dead
The Small Cap Effect Has Disappeared
Growth/Glamour Stocks are Better Bets than Unloved 
Stocks
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Period Period 
Cumulative Annualized

Period Market Type # of Months Return (%) Return (%)

Jul 60 - May 69 Bull 107 203.2 13.2
May 69 - Jun 70 Bear 13 -23.3 -21.8
Jun 70 - Oct 73 Bull 40 81.9 19.7
Oct 73 - Nov 74 Bear 13 -33.1 -31.0
Nov 74 - Apr 81 Bull 77 266.0 22.4
Apr 81 - Jun 82 Bear 14 -37.2 -32.6
Jun 82 - Aug 87 Bull 61 252.6 28.1
Jul 87 - Nov 87 Bear 4 -25.4 -25.4*
Nov 87 - Apr 98 Bull 125 247.3 12.7
Apr 98 - Sep 98 Bear 5 -26.2 -26.2*
Sep 98 - Aug 00 Bull 23 105.8 45.7
Aug 00 - Sep 02 Bear 25 -43.2 -23.8
Sep 02 - Dec 03 Bull 15 22.5 22.5

Average Duration of Bear Markets 12 Months 1.0 Years
Average Duration of Bull Markets: 64 Months 5.3 Years

Total TSE 300 Bull Bear
Combined Cumulative Return (%) 6177.54 62200.95 -89.92
Combined Annualized Return (%) 9.98 18.81 -31.08

Number of Months 522 448 74

NOTE: This chart assumes a Bear Market as -20% on the Period Cumulative Return Column throughout the Bear Market Period w hereas the previous chart 
w hereas the previous chart assumes a Bear Market as a -20% change over any time period.
* Jul 87-Nov 87, Apr 98-Sep 98 is only 4 months - so it hasn't been annualized as it is less than one year

Bull Markets Last Longer 
Than Bear Markets

TSE 300:  A Historical 
Overview

Bull vs. Bear Markets

Stock Market Cycle Lasts for 4 Years

Data Sources: William M Mercer Ltd & Bloomberg
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Market Timing Is A High Odds Strategy

(Three US and Three Canadian Studies)
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Conclusion:  Traditional Market Timing Does Not Work

Market Timing Track Record- North American Value Added Experience

Source:  The Portable Pension Fiduciary, by John Ilkiw 



2 3

5

The Market is Efficient

Source:  NBER Working Paper 2538 – What Moves Stock Prices? – D Cutler, J Poterba, L Summers

6

Annual Equity Premium 1924-2002* 

1982-1992
Declining Inflation

Rates
-5.2%

1966-1981
Rising Inflation

Rates
5.6%

1952 -1965
Low Inflation

Rates
9.1%

1941 - 1951
WWII

Int Rate Controls
14.9%

1924 - 1940
Crash

Depression
3.4%

Average Premium 
1924-2002 5.0%

1993-2002
Stable Inflation

1.1%
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Average over the period CPI Return Equity Premium

Stocks Outperform Bonds
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You Can’t Beat the Market

Source : “Perspectives on Institutional Investment Management”  by Harry S. Marmer, Rogers Publishing, 2002


