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5Ways to
Keep Calm

During Turbulent
Markets

F A C T S  A N D  F I G U R E S  T O  H E L P  W E A T H E R  T H E  S T O R M .



www.jacksonrfw.com | 505-944-8404

2

• Market declines are a part of investing — history tells us   
 that stock market declines are an inevitable part of investing.

• Market/Economic Shock — Shock events such as the coronavirus 
 outbreak and related stock market volatility can cause investors  
 and 401(k) plan participants to act on their emotions. 

• Emotional Investing can be Hazardous — A key finding of 
 behavioral economists is that people often act irrationally when 
 making investment choices.

• Keep Investors Informed —The current market volatility gives 
 investors, advisors and plan sponsors a golden opportunity to talk 
 about what to do, or not do if there is a sustained downturn.

• The Market Tends to Reward Long-Term Investors — It’s always  
 important to maintain a long-term perspective, but especially  
 when markets are declining.

Key Takeaways
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During turbulent markets it is important to remain focused on your long-term plan and look 
at the market swings from a historical perspective. Market downturns are inevitable, but mar-
kets have bounced back from crises in the past. 
  
You would not be human if you didn’t fear loss. Nobel Prize-winning psychologist Daniel 
Kahneman demonstrated this with his loss aversion theory, showing that people feel the pain 
of losing money more than they enjoy gains. The natural instinct is to flee the market when it 
starts to plummet, just as greed prompts people to jump back in when stocks are skyrocket-
ing. Both can have negative impacts.

But smart investing can overcome the power of emotion by focusing on relevant research, 
solid data and proven strategies. Here are 5 principles that can help fight the urge to make 
emotional decisions in times of market turmoil.

1. Market Declines are Part of Investing
Stocks have risen steadily for most of the last decade, but history tells us that stock market 
declines are an inevitable part of investing. The good news is that corrections (defined as a 
10% or more decline), bear markets (an extended 20% or more decline) and other challenging 
patches haven’t lasted forever.

The Standard & Poor’s 500 Composite Index has typically dipped at least 10% about once a 
year, and 20% or more about every six years, according to data from 1950 to 2019. While past 
results are not predictive of future results, each downturn has been followed by a recovery and 
a new market high.
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2. Emotional Investing can be Hazardous 
Kahneman won his Nobel Prize in 2002 for his work in behavioral economics, a field that 
investigates how individuals make financial decisions. A key finding of behavioral economists 
is that people often act irrationally when making such choices.

Emotional reactions to market events are perfectly normal. Investors should expect to feel 
nervous when markets decline, but it’s the actions taken during such periods that can mean 
the difference between investment success and shortfall.

3. Acknowledge the power of emotions
At the end of the day, we are all emotional beings. A key finding of behavioral economists is 
that people often act irrationally when making investment choices. The key is to put cur-
rent activity into the context of the bigger picture and to acknowledge that biases can affect 
investor thinking. These factors may lead investors to believe that markets are doing worse or 
better than impartial analysis would reveal:
 
• Confirmation bias: Giving more weight to trends you already believe in
• Availability bias: Giving more weight to recent events
• Framing effect: Letting the presentation of information affect your interpretation of it

It is important to remember that there are always going to be things we don’t know, things 
we can’t predict. The JP Morgan chart (on the next page) illustrates how the average investors 
makes emotional investing decisions over a 20-year rolling average.
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4. Make a plan, stick to it and Diversify
Creating and adhering to a thoughtfully constructed, diverse investment plan is another way to 
avoid making short-sighted investment decisions — particularly when markets move lower. The 
plan should consider several factors, including risk tolerance and short- and long-term goals.

A diversified portfolio doesn’t guarantee profits or provide assurances that investments won’t de-
crease in value, but it does help lower risk. By spreading investments across a variety of asset classes, 
investors can buffer the effects of volatility on their portfolios. Overall returns won’t reach the high-
est highs of any single investment — but they won’t hit the lowest lows either.

For investors who want to avoid some of the stress of downturns, diversification may help lower 
volatility.

5. The Market Tends to Reward Long-Term Investors 
Is it reasonable to expect 30% returns every year? Of course not. If stocks have moved lower in 
recent weeks, you shouldn’t expect that to be the start of a long-term trend, either. Behavioral 
economics tells us recent events carry an outsized influence on our perceptions and decisions.

It’s always important to maintain a long-term perspective, but especially when markets are de-
clining. Although stocks rise and fall in the short term, they’ve tended to reward investors over 
longer periods of time. Even including downturns, the S&P 500’s average annual return over all 

10-year periods from 1937 to 2021 was 10.57%.
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It’s natural for emotions to bubble up during periods of volatility. Those investors who can tune 
out the news and focus on their long-term goals are better positioned to plot out a wise investment 
strategy.

__________________________
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DISCLOSURE
This presentation does not take into account any investor’s particular investment objectives, financial situation or risk tolerance and may not be suitable for 
all investors. Investments and/or investment strategies involve risk including the possible loss of principal. There is no assurance that any investment strategy 
will achieve its objectives.

The S&P 500 Index is a market-capitalization-weighted index of the 500 largest U.S. publicly traded companies by market value, the index is widely regard-
ed as the best single gauge of large-cap U.S. equities. 

The Russell 1000 is a subset of the Russell 3000 Index. It represents the top companies by market capitalization. The Russell 1000 measures the performance 
of those Russell 1000 companies with higher price-to-book ratios and higher forecasted growth values. 

Past performance is no guarantee of future results. This is not to be construed as investment advice or an offer to buy or sell any security. 
The reliability and accuracy of the material in this presentation cannot be assured, and any opinions expressed herein, are subject to change without notice. 
Virtue Capital Management LLC is not re-sponsible for updating the content of this presentation, the accuracy or completeness of the information provided 
herein and assumes no liability for the information contained herein and makes no representation or warranty as to the content of this presentation. After 
the date that this information is shared, the information is likely to become outdated.
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