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Attempting to Time the Market is Hazardous to Your Portfolio 
The Dow Jones Industrials Average is on pace for its worst month since 1987. 
U.S stocks as a whole are also set to ink their worst quarter of performance 
since the financial crisis. The coronavirus has quickly engulfed the globe, halted 
economic activity, and created a degree of uncertainty not seen since the Great 
Depression. Yet, fiscal and monetary responses designed to help combat the 
health and economic fallout from the virus have been swift and aggressive. But 
let's be very clear, the world is at war. During times of war, no resources are 
spared, directives become crystal clear, and the only mission that matters is 
victory. This is the new cadence for governments and central banks all over the 
globe. With time and proper execution, we have zero doubt the world will defeat 
COVID-19. 
 
However, there is also no precedent for what the globe has and will need to 
endure over the coming weeks/months. If you have the luxury of reading this 
report as you work remotely from home, then please use the opportunity to stay 
safe. Do your part in helping bend the health curve, and please limit your social 
interactions. But millions upon millions of workers, including our frontline health 
care professionals and the brave souls who ensure you can put food on your 
table, do not have such luxuries. At this moment, a large part of the global 
workforce either face temporary unemployment as economic activity has come 
to a stop or risk infection as they ensure essential services remain available to 
those in need. This dynamic creates not only risk and potential hardship for 
individuals but increases the uncertainty for markets. Thus, discounting future 
corporate profits and the trajectory for economic growth is simply an educated 
guess today — and it's why stocks across the world have entered a bear market 
and why equities are so volatile day-to-day. 
 
Considering the market/economic circumstances, we understand it can be very tempting to want to withdraw from the market 
in times of stress and wait for the smoke to clear from the sidelines. The flight or fight instinct is an innate human response 
to environmental cues, and frequently, serves our species very well. Nevertheless, this primitive response is often more 
damaging than not when it comes to our investing lives.  
 
Below are a few critical points to consider regarding market timing — particularly as the second quarter begins, and 
you sit down to discuss your next steps with your financial advisor. 
               

• Your portfolio is diversified and likely not down as much as a standard all-equity benchmark. 
Diversification earned its keep in the first quarter. The strategy of owning a mix of stocks, bonds, cash, and 
alternatives, based on risk, helped insulate the more significant drawdowns across equities in the first quarter. 
If you maintain course, diversification will likely be the strategy that keeps you invested and helps earn back 
your losses over time. 
 
 
 

 

 

Key Takeaways 
 

• The coronavirus has stalled 
economic growth and 
increased market volatility 

• A well-diversified investment 
approach has helped investors 
mitigate some of the selling 
pressure  

• A “buy and hold” strategy 
trumps attempting to time the 
market.  

• It’s best to let the dust settle 
during periods of market stress 
before making portfolio 
adjustments 
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• Time in the market beats timing the market. We can say with a high degree of certainty, it is doubtful any 

one individual can successfully exit and enter the market at the exact top and bottom of a cycle. We can say 
with even more certainty, that if an individual were lucky enough to do so, they would be unable to repeat such 
an effort over time systematically.      

• Significant up and down days are typically sandwiched together, and occur during periods of crisis. 
This can trigger emotional investment responses that too often damage your probability of long-term 
investment success. Avoid making significant portfolio changes during highly volatile periods. Instead, lean 
on rebalancing strategies, make smaller portfolio adjustments when necessary, and increase the quality of 
investments in your portfolio. Your advisor can help tailor an approach that is right for you.            

 
 
 
Guidance on its own is great. But advice with supporting data — that's the recipe that drives the message home. As the 
Ameriprise chart below highlights, a 'buy and hold" strategy outperforms market timing strategies that may pull you 
out of the market and could cause you to miss the best performing days. As we'll discuss in a moment, if you do decide 
to exit the market in times of stress, you are more likely to miss multiple best days rather than just a few, in our view. This 
means, in practice, investor returns in the example below could look more like missing 10 to 25 best days rather than just 5 
days. In the real world, it is just as challenging to move back into the stock market than it was to exit. And it's why we believe 
a buy and hold strategy works best for most investors over time.  
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Source: Bloomberg, Standard & Poor's, American Enterprise Investment Services Inc. S&P 500 Total Return Index since 1980 as of 3/29/2020.
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The second Ameripise chart below tells the same story, just broken down by the number of each day missed. 
Importantly, the more time an investor sits out of the market, and misses significant up days, the higher the chance he or she 
erodes their longer-term return potential.  
 
  

 

 
 
 
 
Lastly, the Ameriprise table on the next page lists the 25 best and worst days for the S&P 500 since 1980. First, most 
of the best "and" worst days in performance came during periods of crisis or turmoil: the current coronavirus crisis, the 
financial crisis, the dot-com bust, the LTCM/currency crisis, and Black Monday. Second, it's the down days during these 
historical events that can often trigger emotional reactions and prompt investors to panic and deviate from their well-
established investment plans. Investors that sell during these times of stress also do themselves an additional disservice by 
missing the up days that usually accompany significant declines. We believe investors are better served by standing still 
during times of market stress and waiting for the dust to settle before making more lasting portfolio changes.          
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Unfortunately, stocks are still looking for direction. As long as the U.S. remains in a health crisis, the market is unlikely to fully 
calm. COVID-19 cases in the U.S. are still growing at the time of this writing and at an uneven pace across the country. It is 
also unlikely America "as a whole" will return to regular activity over the next few weeks. This point alone increases the risk 
that economic/market activity could remain volatile and unpredictable. But as the points made above highlight, time, patience, 
and a longer-term view have historically benefited investors. Now more than ever, we believe its best to focus on time in the 
market, not timing the market.         
 
 
 
 
 
 

Rank 25 Best Days Return 25 Worst Days Return
1 10/13/2008 11.6% 10/19/1987 -20.5%
2 10/28/2008 10.8% 3/16/2020 -12.0%
3 3/24/2020 9.4% 3/12/2020 -9.5%
4 3/13/2020 9.3% 10/15/2008 -9.0%
5 10/21/1987 9.1% 12/1/2008 -8.9%
6 3/23/2009 7.1% 9/29/2008 -8.8%
7 11/13/2008 6.9% 10/26/1987 -8.3%
8 11/24/2008 6.5% 10/9/2008 -7.6%
9 3/10/2009 6.4% 3/9/2020 -7.6%

10 11/21/2008 6.3% 10/27/1997 -6.9%
11 3/26/2020 6.2% 8/31/1998 -6.8%
12 3/17/2020 6.0% 1/8/1988 -6.8%
13 7/24/2002 5.7% 11/20/2008 -6.7%
14 9/30/2008 5.4% 8/8/2011 -6.6%
15 7/29/2002 5.4% 10/13/1989 -6.1%
16 10/20/1987 5.3% 11/19/2008 -6.1%
17 12/16/2008 5.1% 10/22/2008 -6.1%
18 10/28/1997 5.1% 4/14/2000 -5.8%
19 9/8/1998 5.1% 10/7/2008 -5.7%
20 1/3/2001 5.0% 1/20/2009 -5.3%
21 12/26/2018 5.0% 11/5/2008 -5.2%
22 3/10/2020 4.9% 3/18/2020 -5.2%
23 10/29/1987 4.9% 10/16/1987 -5.2%
24 3/16/2000 4.8% 11/12/2008 -5.1%
25 10/20/2008 4.8% 11/6/2008 -5.0%

Source: Bloomberg, Standard & Poor's, American Enterprise Investment Services Inc. 
S&P 500 Total Return Index as of 3/29/2020.
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Global Asset Allocation Committee   
Led by top Ameriprise strategists, the Ameriprise Global Asset Allocation Committee is a team of experienced investment 
professionals focused on delivering strategic and tactical asset allocation guidance and actionable investment strategies. 
Each quarter the Committee publishes a comprehensive outlook on the markets along with its recommendations in the 
Quarterly Capital Market Digest. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Important disclosures  
As of December 31, 2019 
The views expressed regarding the company(ies) and 
sector(s) featured in this publication reflect the personal 
views of the research analyst(s) authoring the publication. 
Further, no part of research analyst compensation is 
directly or indirectly related to the specific 
recommendations or views contained in this publication.  

A part of a research analyst's compensation may be 
based upon overall firm revenue and profitability, of which 
investment banking, sales and trading, and principal 
trading are components. No part of a research analyst's 
compensation is based on a specific investment banking 
transaction, nor is it based on sales, trading, or principal 
trading. A research analyst may have visited the material 
operations of one or more of the subject companies 
mentioned in this research report. No payment was 
received for the related travel costs. 

This information is being provided only as a general 
source of information and is not intended to be the 
primary basis for investment decisions. It should not be 
construed as advice designed to meet the particular 
needs of an individual investor. Please seek the advice of 
a financial advisor regarding your particular financial 
concerns. Consult with your tax advisor or attorney 
regarding specific tax issues. 

Tactical asset class recommendations mentioned in this 
report reflect The Ameriprise Global Asset Allocation 
Committee's general view of the financial markets, as of 
the date of the report, based on then current conditions. 
Our tactical recommendations may differ materially from 
what is presented in a customized long-term financial 
plan or portfolio strategy. You should view our 
recommendations in conjunction with a broader long-term 
portfolio strategy. Not all products, services, or asset 
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classes mentioned in this report may be available for sale 
at Ameriprise Financial Services, Inc. Please consult with 
your financial advisor. 

PRODUCT RISK DISCLOSURES 
Diversification and asset allocation do not assure a 
profit or protect against loss. 

DEFINITIONS OF TERMS 
Market risk may affect a single issuer, sector of the 
economy, industry or the market as a whole. 

INDEX DEFINITIONS 
An index is a statistical composite that is not managed. It 
is not possible to invest directly in an index. 

Definitions of individual indices mentioned in this report 
are available on our website at 
ameriprise.com/legal/disclosures/ in the Additional 
Ameriprise research disclosures section, or through 
your Ameriprise financial advisor. 

DISCLAIMER SECTION 
Except for the historical information contained herein, 
certain matters in this report are forward-looking 
statements or projections that are dependent upon 
certain risks and uncertainties, including but not limited 
to, such factors and considerations as general market 
volatility, global economic and geopolitical impacts, fiscal 
and monetary policy, liquidity, the level of interest rates, 
historical sector performance relationships as they relate 
to the business and economic cycle, consumer 

preferences, foreign currency exchange rates, litigation 
risk, competitive positioning, the ability to successfully 
integrate acquisitions, the ability to develop and 
commercialize new products and services, legislative 
risks, the pricing environment for products and services, 
and compliance with various local, state, and federal 
health care laws.  See latest third-party research reports 
and updates for risks pertaining to a particular security. 

This summary is based upon financial information and 
statistical data obtained from sources deemed reliable, 
but in no way is warranted by Ameriprise Financial, Inc. 
as to accuracy or completeness. This is not a solicitation 
by Ameriprise Financial Services, Inc. of any order to buy 
or sell securities. This summary is based exclusively on 
an analysis of general current market conditions, rather 
than the suitability of a specific proposed securities 
transaction. We will not advise you as to any change in 
figures or our views. 

Past performance is not a guarantee of future results.   

Investment products are not federally or FDIC-
insured, are not deposits or obligations of, or 
guaranteed by any financial institution, and involve 
investment risks including possible loss of principal 
and fluctuation in value.  

AFSI and its affiliates do not offer tax or legal advice. 
Consumers should consult with their tax advisor or 
attorney regarding their specific situation. 

Ameriprise Financial Services, Inc. Member FINRA and 
SIPC.
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