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why wise investors are staying the course.

The combination of a global pandemic and volatile markets 1is creating understandable
anxiety for investors. One day, the promise of new government action sends stocks
soaring 10%; the next day, fresh panic sends them down even further. In these
challenging times, what’s an investor to do?

Your brain probably knows the correct answer is: nothing. But your gut may be telling
you to sell. And that reaction 1is understandable. As human beings, we can’t help but
respond emotionally when Tlarge pieces of our retirement savings seem to disappear
overnight.

It’s 1important to remember that the uncertainty and anxiety you’re feeling is normal.
Then take a deep breath and read on for some wisdom about what the current stock market
volatility means for you, and for your future.

Using History as a Guide

Smart investors know that when the stock market has taken a tumble in the past, it has
always bounced back. And the more stocks fall, the greater the returns in years to come.
Think of it this way: no recession lasts forever, so when stocks hit bottom, there’s no
place to go but up.

of course, we can’t know what the bottom is, and we don’t recommend trying to time the
market. But we can look at past market drops and see what happened afterward.

The chart below shows average annual returns from the S&P 500 since 1950, organized by
how far stocks dropped from their high. In almost every case, once stocks lose 20% of
their value, the long-term returns improve with every subsequent drop. For example, when
stocks drop 30%-35% (a major, recession-level correction), the average one-year return
after that drop is 13.7 percent.

Average Annual Returns of the S&P 500 since 1950

_ Percent From High | 3 Months | 6 Months | 1Year | 3Year | 10Year | 20 Year
0%-5% 2.0% 4.1% 8.3% 8.3%
5%-10% 1.8% 3.6% i ’
10%-15% 2.2% 3.6% Ti% 76% 8.0%
15%-20% 0.9% 1.7% 9.3% 8.5% 9.1%
20%-25% 1.3% 3.5% 9.5% 8.4% 7.9% 9.0%
25%-30% 2.4% 3.8% 8 4% 8.5% 9.6%
30%-35% 5.2% 8.6% 13.7% 9.3% 9.0%
3506-40% 1.7% 7.8% 14.0% 9.5% 72% 9 5%
40%-45% 4.6% 13.7% 23.8% 12.2% 8.2% 9.9%
45%-50% 8.7% 192% | 348% | 16.0% 10.0% 10.4%
50%+ 242% | 36.8% |DNGGMU6N| 227% | 14.2% | Datafrom yoharts

Source: Michael Batnick, Director of Research at Ritholz Wealth Management. Past performance is not
indicative of future results.

If you sell when stocks are falling, you won’t participate in those gains. Granted, it
may take a few years to recoup your losses-but your nest egg investments are a long-term

play.
Looking more closely at the Tlonger-term performance of stocks vs. bonds, you can see
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that as time periods grow longer, stocks’ outperformance becomes more consistent.
Percent of Time Stocks oOutperform Bonds/Bills

Holding Period Retums Stocks Outperform Stocks Outperform
{Data from 1871-2019) Bonds T-Bills

1 Year 61.7% B7.8%

5 Yaar 70.5% 75.8%

10 Year 79.2% 84.5%

20 Year 95.6% &9 3%

30 Year 100% 100%

Source: Jeremy Siegel, Stock for the Long Run.

Stocks outperformed bonds and T-bills in a majority of 5-and 10-year periods, the
overwhelming majority of 20-year periods and every 30-year period on record.

Stay Calm, Stay Invested

Market downturns happen, but they don’t Tlast forever. We don’t know when the markets
will bottom, but history shows us that stock markets have always bounced back over time
for patient investors.

Seen 1in that Tight, a bear market is actually the best time to keep investing, because
you can buy in to the future economy at a bargain price. It’s fine to acknowledge the
pain in your stomach right now. But smart investors will Tisten to the voice 1in their
brain and stay invested.

For standardized performance and the most recent month-end performance click here NOTE,
this material 1is intended for electronic use only. Individuals who intend to print and
physically deliver to an investor must print the monthly performance report to accompany
this blog.

For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.

wisdomTree.com = 1-866-909-WISE (9473) WISDOMTREF’


https://wisdomtree.com/blog/glossary#treasury-bill
https://wisdomtree.com/blog/glossary#bear-market
https://www.wisdomtree.com/investments/performance
https://wisdomtree.com/-/media/7ae44b76bd3149b4a55e58a7694530b1.ashx
https://www.wisdomtree.com/investments/blog/2020/03/20/trust-your-brain-not-your-gut

wWisdomTree BLOG ARTICLE

IMPORTANT INFORMATION

U.S. 1dinvestors only: Click here to obtain a WisdomTree ETF prospectus which
contains investment objectives, risks, charges, expenses, and other information;
read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign
investing involves currency, political and economic risk. Funds focusing on a single
country, sector and/or funds that emphasize 1investments 1in smaller companies may
experience greater price volatility. Investments in emerging markets, currency, fixed
income and alternative investments include additional risks. Please see prospectus for
discussion of risks.

Past performance is not indicative of future results. This material contains the
opinions of the author, which are subject to change, and should not to be considered or
interpreted as a recommendation to participate in any particular trading strategy, or
deemed to be an offer or sale of any investment product and it should not be relied on
as such. There is no guarantee that any strategies discussed will work under all market
conditions. This material represents an assessment of the market environment at a
specific time and is not intended to be a forecast of future events or a guarantee of
future results. This material should not be relied upon as research or investment advice
regarding any security in particular. The user of this information assumes the entire
risk of any use made of the information provided herein. Neither WisdomTree nor 1its
affiliates, nor Foreside Fund Services, LLC, or 1its affiliates provide tax or Tegal
advice. Investors seeking tax or legal advice should consult their tax or Tlegal advisor.
Unless expressly stated otherwise the opinions, interpretations or findings expressed
herein do not necessarily represent the views of WisdomTree or any of its affiliates.

The MSCI information may only be used for your internal use, may not be reproduced or
re-disseminated in any form and may not be used as a basis for or component of any
financial dinstruments or products or indexes. None of the MSCI information is intended
to constitute investment advice or a recommendation to make (or refrain from making) any
kind of investment decision and may not be relied on as such. Historical data and
analysis should not be taken as an 1indication or guarantee of any future performance
analysis, forecast or prediction. The MSCI information is provided on an “as is” basis
and the user of this information assumes the entire risk of any use made of this
information. MSCI, each of 1its affiliates and each entity involved in compiling,
computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly
disclaims all warranties. with respect to this information, in no event shall any MSCI
Party have any Tiability for any direct, 1indirect, special, incidental, punitive,
consequential (including Toss profits) or any other damages (www.msci.com)

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom,
Tripp Zimmerman, Michael Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph
Tenaglia, Jeff weniger, Matt wagner, Alejandro Saltiel, Ryan Krystopowicz, Jianing Wu,
and Brian Manby are registered representatives of Foreside Fund Services, LLC.

wisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONS

volatility : A measure of the dispersion of actual returns around a particular average

Tevel.&nbsp.

S&P 500 Index : Market capitalization-weighted benchmark of 500 stocks selected by the
Standard and Poor’s Index Committee designed to represent the performance of the leading
industries in the United States economy.

Recession : two consecutive quarters of negative GDP growth, characterized generally by

a slowing economy and higher unemploymen.

Treasury Bill : A treasury bill (T-Bil1) is a short-term debt obligation backed by the
U.S. government with a maturity of one month (four weeks), three months (13 weeks) or
six months (26 weeks).

Bear market : A sustained downturn in market prices, increasing the chances of negative

portfolio returns.

wisdomTree.com = 1-866-909-WISE (9473) WISDOMTREF’



	TRUST YOUR BRAIN NOT YOUR GUT

