Invested
Investors facing volatile markets need skill,
scale and discipline

It’s hard to correctly time the exit at the top and the re-entry at the bottom of the market.
Oftentimes, reversals are quick and unpredictable and the market has picked up steam
again by the time nervous investors feel confident that everything has settled and it’s an
appropriate time to re-enter.
Such mistiming can have a significant impact on potential portfolio returns. As the chart
below shows, an investor who missed the 10 best market return days during the period
analysed (May 1995 to September 2018) would have given up more than a third of the
portfolio return they could have earned if they had been invested for the entire 23+year
period.

Exhibit 1: Missing best days May 1995 - September 2018
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Source: ASX All Ordinaries Accumulation Index. Indexes are unmanaged and cannot be invested in directly.
Returns represent past performance, are not a guarantee of future performance, and are not indicative of any
specific investment. This hypothetical example is for illustration only and is not intended to reflect the return of
any actual investment. Investments do not typically grow at an even rate of return and may experience
negative growth.
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Of course, the reverse is also true. Missing even just one of the period’s 10 worst
performing days would have helped boost portfolio returns; that portfolio would be worth
nearly double ($150,162 instead of $81,676) that of a portfolio that had been ‘invested all
days.’
If we extend the number of ‘missed days’ to 20, 30, even 40, the difference is striking:


An investor who missed the 40 best days over the last 23+ years was left just 23% of
their original portfolio value.



An investor who missed the 40 worst days enjoyed a portfolio value worth over five
times more than the value of a portfolio that was ‘invested all days.’

Time those exits and entries correctly and you’d be a rock star!
This pattern of quick reversals between best and worst days has been repeated frequently
over the past 23+ years. Correctly timing when to get out of – and back into – the market is
tricky. Get out right after a ‘worst’ day, and one might not get back in soon enough to catch
a ‘best’ day.

The Bottom Line
Short-term volatility can be nerve-wracking. But, trying to avoid being invested on the bad
days and catching only the good days requires making two decisions correctly:
1.

knowing when to get out of the market, and

2.

knowing when to get back into the market.

They’re both difficult calls to make. It takes skill, scale and discipline to successfully
navigate today’s increasingly complex markets1. Rather than reacting to volatility and
trying to time short-term market gyrations, partner with a professional to develop and
implement an investment plan that best achieves your long-term goals.
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https://russellinvestments.com/au/insights/library/investment-strategy-lessons-from-the-chess-grandmasters
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About Russell Investments
Russell Investments is a global asset manager with a unique set of capabilities that we believe is essential to managing your total
portfolio and to meeting your desired outcome. At Russell Investments, we stand with you, whether you’re an institutional
investor, a financial adviser, or an individual guided by an adviser’s personalised advice. We believe the best way to reach your
desired outcomes is with a multi-asset approach that combines: asset allocation, capital markets insights, factor exposures,
manager research and portfolio implementation.

For more information
Call Russell Investments at 612 9229 5111 or
visit russellinvestments.com/au

Important information
Issued by Russell Investment Management Ltd ABN 53 068 338 974, AFS Licence 247185 (RIM). This document provides
general information only and has not been prepared having regard to your objectives, financial situation or needs. Before making
an investment decision, you need to consider whether this information is appropriate to your objectives, financial situation or
needs. This information has been compiled from sources considered to be reliable, but is not guaranteed. This document is not
intended to be a complete statement or summary. Copyright © 2018 Russell Investments. All rights reserved. This material is
proprietary and may not be reproduced, transferred, or distributed in any form without prior written permission from Russell
Investments.
First used: September 2017; updated September 2018.
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