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Why do bull markets end?

By The Haverford Trust Company

Bull markets do not end because of
duration, magnitude or valuation, as
commonly perceived. The current bull
market is now in its sixth year and up
nearly 200 percent from March 2009
lows. In terms of time and return, the
current bull market is only slightly
above the historical average but well
above the median bull market. As can
be seen from the chart, there have been
bull runs longer and stronger, as well
as shorter and weaker, than the current
bull. Despite this impressive run, the
S&P 500 valuation remains in line with
its historical average of 16X earnings.
Ultimately, bull markets are fol-
lowed by bear markets, and vice versa.
A bear market is commonly defined
by a 20 percent or greater decline
from the previous peak. Any decline
less than 20 percent is commonly
considered a correction or pullback.
What causes bull markets to give
way to a bear market? Frequently it
is equity investors’ anticipation of
an impending recession. Also, bear
markets can occur when the Fed
over-tightens. Sometimes it is a com-
bination of both. Rarely do extraor-
dinary exogenous events—natural
disasters, geopolitical events, wars,
etc.—cause bull markets to end. In
modern history (post-WWII), we can
think of only one such example—the
crash of ’87—that ended a bull market.
In the same vein, expansions are
followed by recessions, and vice
versa. At this point in the economic
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cycle, we believe the risks of a reces-
sion are quite low. Even though we are
in the sixth year of an expansion, the
GDP growth rate remains sub-par. We
believe there is not enough growth to
create traditional excesses in areas
like inventories or labor that would
lead to a recession. At the same time,
the economy is strong enough to with-
stand transitory shocks, such as the
weather this past winter.

The risk of the Fed over-tighten-
ing is also quite low. The Fed’s cur-
rent interest rate policy is extremely

Source: Strategas Research Partners LLC

accommodating and, according to
its own forecasts, short-term inter-
est rates are not expected to rise for
another year or two. Historically, the
risk of over-tightening (i.e. rising
rates) occurs when short-term rates
rise above 4 percent and the 10-year
Treasury yields above 6 percent. At
the current levels of 0 and 2.6 percent,
respectively, we are far from being at
risk for a tight monetary policy.

Make no mistake: This current bull
market will end, but maybe not for
another several years. @
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About The Haverford Trust Company

The Haverford Trust Company provides highly personalized investment management services based on our
Quality Investing approach. Refined over three decades, Haverford's Quality Investing strategy is committed
to maximizing returns while minimizing risk throughout the entire market cycle. Adhering to this consistent,
successful investment philosophy since our inception in 1979, Haverford has enabled our client base and assets
under management to continually grow. Today, assets under management or consultation exceed $7.4 billion.*
We take pride in the fact that we are privately owned and believe that independence gives us the flexibility to
better serve our many clients, whether individual or institutional.

Assets Under Management Compensation Method Asset-based fees
$7.4 billion* ‘

i Primary Custodian for Investor Assets
Minimum Fee for Initial Meeting i The Haverford Trust Company
None required ‘

i Professional Services Provided

Minimum Investable Assets Money management and investment advisory services, including: strategy

$1 million | development, written investment policy, asset allocation, asset management,
' performance reporting and tax-efficient strategies

Largest Client Net Worth

$250 million (firm) Email hsmith@haverfordquality.com
Number of Team Members Website www.haverfordquality.com
75 '

*Assets under management or consultation as of December 31, 2013.

The Haverford Trust Company Three Radnor Corporate Center, Suite 450, Radnor, PA 19087 610.995.8700
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The Haverford Trust Company is featured in Worth® 2014 Leading Wealth Advisors™, a special section in every edition of Worth® magazine. All persons and firms appearing in this section have
completed questionnaires, have been vetted by an advisory group following submission by Worth®, and thereafter paid the standard fees to Worth® to be featured in this section. The information
contained herein is for informational purposes, and although the list of advisors presented in this section is drawn from sources believed to be reliable and independently reviewed, the accuracy
or completeness of this information is not guaranteed. No person or firm listed in this section should be construed as an endorsement by Worth®, and Worth® will not be responsible for the
performance, acts or omissions of any such advisor. It should not be assumed that the past performance of any advisors featured in this special section will equal or be an indicator of future
performance. Worth®, a Sandow Media publication, is a financial publisher and does not recommend or endorse investment, legal or tax advisors, investment strategies or particular
investments. Those seeking specific investment advice should consider a qualified and licensed investment professional. Worth® is a registered trademark

of Sandow Media LLC. See “"About Us” for additional program details at http://www.worth.com/index.php/about-worth.




