
A downturn in the stock market may make it  
difficult to stay focused on the future. When  
the market is on a roller coaster, many people 
suffer from a bad case of “statement shock”  
in response to daily market changes. In that  
situation, it’s natural to want to take measures  
to protect your portfolio, but that’s when your 
most prudent strategy is probably to sit tight. 
Investing for the long term typically means for 
a period of 10 or more years. In that context, 
a 10% decline in prices (a market correction) 
becomes less significant. So the best way to 
weather a volatile market is to ride it out.

If you compare stocks to other investments,  
you’ll see that historically stocks perform much 
better in the long run (see chart on page two). 
Whatever the future holds for long-term savers, 

though, the following strategies make sense:

Know Your Risk Tolerance:

•  �Evaluate your comfort level with the rise and 
fall of the market, and invest accordingly.  

•  �Make sure your investments are diversified.  

•  �When the market does decline, don’t obsess 

about your losses.

Review Your Portfolio:

•  �Review how your portfolio value has grown 
and changed over time – look at the last two 
years or five years or 10 years – it helps put 
market downturns into perspective. 

Think Before You Make Changes:

•  �Don’t respond emotionally to an  
erratic market. 

•  �Take your time when making investment  
decisions – don’t make any moves based on 

what the market did yesterday or last week.

Stick to Your Plan:

•  �Stay in the market. Chances are you’ll do  
better over the long haul than those who 
make sudden moves.

You Can’t Predict the Future	

Market corrections are nearly impossible to  
forecast, and you can’t do much to avoid them. 
If you’re reeling from a decline in portfolio value, 
don’t make the investment changes that you 
wish you had made last week. History may  
repeat itself, but last week’s market return is no 
sure-fire predicator of what will happen next. 
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It’s not wise to invest or decide not to because you 
expect some particular behavior from the market in the 
near future. When you try, you’re as likely to miss out on 
gains as to avoid losses. In fact, investors who expect a  
correction and get out of the market have an even  
harder time deciding when to get back in and they often 
miss out on six months or more of investment returns.

The important issue is investing for the long term. When  
you keep your portfolio mix fairly constant, avoid selling, 
and continue to invest, you can be prepared for a  
correction – and stand ready for the next upturn. 
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Annualized Returns
for the 30 years ending December 31, 2007**

**	Source: Standard & Poor’s. Past performance does 		
not guarantee future results. 

Keep stock market volatility in perspective.

Despite the bear market of 2000-2002, stocks  
have still outperformed other investments  
over the past 30 years.

Stocks
12.96%

Bonds
9.35%

Cash
6.16%


