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The markets are fresh off of a large sell-off week sparked by corona virus fears.  From 

February 20th – 27th we saw the S&P 500, an index that tracks the stocks of 500 large-cap 

U.S. companies and is a good proxy for overall U.S. equity market movement, drop (11.71%). 

How has this impacted investors? 

Those that were unable to bear the volatility would have sold and realized their significant 

portfolio losses.  Those that tried to time the market would have had little luck as there 

currently is no reliable way to identify a market peak or bottom.  “Analysis by JPMorgan 

Asset Management showed that over the 20-year period from Jan. 1, 1999, to Dec. 31, 2018 

– a period that included the SARS epidemic, the Middle East respiratory syndrome and 

Ebola scares – an investor who missed the top 10 best days in the stock market gave up more 

than 50 per cent of the return. Timing the market simply does not work.”i  Those that stayed 

on course and rode the waves would have made out far better over that period.  

Volatility in the market is normal.  Headlines about market volatility will always make it feel 

as if nothing like it has ever happened before.  A determining factor pertaining to long-term 

investment success is an individual’s ability to block out the “noise”, the ability to stay on 

course with their stated goals and investment path to achieve those goals.   You may hear 

family, friends, and news headlines telling you to abandon ship yet historical evidence 

advises very differently. 

During the period from 1987 – 2008 the markets have responded positively to various crisis. 

Exhibit 1:The Market’s Response to Crisis 

Performance of a Balanced Strategy: 60% Stocks, 40% Bonds (Cumulative Total Return) ii 
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October 1987: 

Stock Market Crash 

August 1989: 

US Savings and Loan Crisis 

September 1998: 

Asian Contagion/Russian 

Crisis/LTCM Collapse 

March 2000: 

Dot-Com Crash 

September 2001: 

Terrorist Attack 

September 2008: 

Bankruptcy of 

Lehman Brothers

 

 

 

  
 

 

 

 
 

 
 

 

  
 



We see throughout history, staying invested has provided investors with strong positive 

long-term returns.  Long-term is the key here.  We cannot say with a strong degree of 

certainty if the market will produce positive returns over the coming days, weeks or 

months.  We can say with much more certainty the market will produce a positive return 

over the next 5-, 10- or 20-year period.  The above chart also outlines the high frequency of 

“never seen before market crippling events”.  Once again, volatility in the market is normal 

and should be expected and even embraced.  Stocks are more volatile than bonds, and for 

bearing that additional volatility investors can expect to earn a higher return over the long-

term.   

With data strongly advising us to stay the course why do we feel so uncomfortable during 

these events? 

Your money is important to you.  It funds your goals, retirement, and ability to live 

comfortably and preserve your lifestyle.  Seeing your portfolio decline during market events 

makes you think these things are in jeopardy.  This is why it is of the utmost importance to 

not make any kneejerk reactions that could negatively impact your ability to reach your 

goals.  If you are feeling overwhelmed, contact your advisor and discuss your concerns.  

Review your portfolio together to see where your exposure lies and where you have 

safeguards set up.  We take a proactive approach to constructing your portfolios, designing 

them to suit your needs and manage market risk.  

Whether we experience another market decline related to the virus, a resource shortage or 

an extreme event, we know at some point it will happen, and when it does the best thing to 

do is stay the charted course.  Being able to withstand the turbulent weather will allow you 

to appreciate the rainbow once the storm has passed. 

Peter Watson and Jennifer Watson 

ihttps://www.theglobeandmail.com/investing/investment-ideas/article-timing-the-stock-market-simply-does-not-work/ 

ii In US dollars. Represents cumulative total returns of a balanced strategy invested on the first day of the following calendar month of the event noted. Balanced 
Strategy: 12% S&P 500 Index,12% Dimensional US Large Cap Value Index, 6% Dow Jones US Select REIT Index, 6% Dimensional International Marketwide Value 
Index, 6% Dimensional US Small Cap Index, 6% Dimensional US Small Cap Value Index, 3% Dimensional International Small Cap Index, 3% Dimensional 
International Small Cap Value Index, 2.4% Dimensional Emerging Markets Small Index, 1.8% Dimensional Emerging Markets Value Index, 1.8% Dimensional 
Emerging Markets Index, 10% Bloomberg Barclays Treasury Bond Index 1-5 Years, 10% Citigroup World Government Bond Index 1-5 Years (hedged), 10% 
Citigroup World Government Bond Index 1-3 Years (hedged), 10% BofA Merrill Lynch 1-Year US Treasury Note Index. The S&P data are provided by Standard & 
Poor’s Index Services Group. The Merrill Lynch Indices are used with permission; copyright 2017 Merrill Lynch, Pierce, Fenner & Smith Incorporated; all rights 
reserved. Citigroup Indices used with permission, 
© 2017 by Citigroup. Bloomberg Barclays data provided by Bloomberg. For illustrative purposes only. Dimensional indices use CRSP and Compustat data. Indices 
are not available for direct investment. Their performance does not reflect the expenses associated with the management of an actual portfolio. Past performance is 
not a guarantee of future results. Not to be construed as investment advice. Rebalanced monthly. Returns of model portfolios are based on back-tested model 
allocation mixes designed with the benefit of hindsight and do not represent actual investment performance. 
Aligned Capital Partners Inc.(ACPI) is regulated by the Investment Industry Regulatory Organization of Canada (www.iiroc.ca) and a Member of the Canadian 
Investor Protection Fund (www.cipf.ca). Investment products are provided through ACPI and include, but are not limited to, mutual funds, stocks, and bonds. All 
non-securities related business conducted by Watson Investments is not as agent of ACPI. Non-securities related business includes, without limitation, fee-based 
financial planning services; estate and tax planning; tax return preparation services; advising in or selling any type of insurance product; any type of mortgage 
service. Accordingly, ACPI is not providing and does not supervise any of the above noted activities and you should not rely on ACPI for any review of any non-
securities services provided by Peter and Jennifer Watson. 
The views expressed are those of the author and may not necessarily be those of ACPI. Information has been compiled from sources believed to be reliable.  All 
opinions expressed are as of the date of this publication and are subject to change without notice.  Content is prepared for general circulation and has been 
prepared without regard to the individual financial circumstances and objectives of persons who receive it. You should not act or rely on the information without 
seeking the advice of the appropriate professional.  The information contained does not constitute an offer or solicitation to buy or sell any investment fund, security 
or other product or service.  Past performance is not indicative of future performance, future returns are not guaranteed, and a loss of principal may occur.  Content 
may not be reproduced or copied by any means without the prior consent of the author and ACPI. 
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