
Stock market corrections occur, on average, every 1.84 years.
In the 70 years since 1950, the S&P 500 has suff ered 38 offi  cial stock market correc-
tions (defi ned as a decline of at least 10% from the recent high), which averages to one 
10% correction every 1.84 years. A bear market is defi ned as a 20% correction – nine of 
the 38 corrections have been bear market declines, averaging one bear market every 
7.78 years.

Corporate earnings drive long-term movements in stocks, while the short-term is dom-
inated by news events and investor emotions. Humans tend to overreact to news on 
both the upside and the downside, leading to the zigzag pattern of the stock market 
over time.

The average stock market correction lasts six months.
The majority of corrections are measured in months, whereas bull markets are general-
ly measured in years. There is an old saying on Wall Street, ‘the stock market takes the 
stairs up and the elevator down.’ Almost two-thirds of the corrections over the last 70 
years have run their course and bottomed out within 3.5 months. Interestingly, as tech-
nology has improved and market-related information has been disseminated quicker, 
corrections have become shorter. Since 1985, 13 of the 16 corrections have lasted less 
than 104 days. Overall, the average correction since 1950 has lasted 188.6 days (around 
six months), with corrections since 1985 lasting only 155.4 days (about fi ve months).

The biggest up days occur within two weeks of the biggest down days 60% of the 
time.
According to J.P. Morgan, over a 20-year period, if an investor missed the S&P 500’s 
best 10 days, their average annual return would drop from 6.06% to 2.44%. If an in-
vestor missed the 30 best days, that annualized return would actually turn negative to 
-1.95% per year. Furthermore, the same study shows that roughly 6 of the best days 
occur within two weeks of the 10 worst days. Investors generally capitulate and sell out 
after big down days in the market, but this has proven to be the exact worst time to 
sell, because very often within a couple of weeks the stock market rebounds with some 
of its biggest rallies.
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Long term investors have a 100% winning track record.
Every single correction in the history of the S&P 500 has been erased and eclipsed by a 
bull market. The fact that the market is trading near all-time highs proves this fact. No 
fi nancial analyst can predict when the next correction will occur, how long it will last, 
or how steep the decline will be. However, if history is any guide, if your investment 
horizon can be measured in years, a market correction should not be a concern. The 
average annual stock market return of 8% since 1957 is the reward investors earn for 
enduring the ups and downs.
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