The impact of staying
invested during market
turmoil
The starting point for the $100,000 (CAD) hypothetical
portfolio is October 31, 2007, the market peak prior to the
collapse of U.S. brokerage Lehman Brothers, the largest
bankruptcy in U.S. history1, a key event leading to the 2008
financial crisis. The choices as of September 30, 2008 are:

The decision to stay with your plan is often better
than timing when to sell and buy.
Staying the course during market volatility is often difficult for
many investors. Some choose to pull out of the market and
put their money into Treasury bills, while others try to time the
market. Unfortunately, these investors are often buying high
and selling low—and miss the rallies that follow the
challenging periods.

OPTION #1: Stay invested, and make no changes.
OPTION #2: Move to 100% cash, represented by the S&P
Canada Treasury Bill Index, and remain in cash.

So, does staying the course pay off?

OPTION #3: Move to 100% Canada government bonds,
represented by the FTSE TMX Canada Federal Bond Index,
and remain invested in Canadian government bonds. As the
chart shows, investors who continued to hold a 60/40 portfolio
recovered a greater percentage of their lost value—and at a
faster rate—than going to cash or treasuries.

In the chart below, we look at a hypothetical balanced portfolio
of 60% equities and 40% fixed income (60/40 portfolio) faced
with three alternatives as of Sept. 30, 2008, two weeks after the
collapse of Lehman Brothers Holdings Inc. (Lehman Brothers).
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'07 Canadian equity market peak
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'15 Greece & China market crash
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'08 Lehman Brothers collapse
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'16 UK votes to leave the European Union
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'09 U.S. Automotive bailout

█

'16 Donald Trump wins U.S. presidential election

█

'10 Flash Crash2

█

'18 Wage/inflation fears sparks market volatility

█

'11 U.S. credit rating downgrade

█

'19 U.S./China trade and Brexit uncertainty

█

'12 ECB to do "whatever it takes to preserve Euro”

█

'13 U.S. sequester-triggered spending cuts and tax increases

█

'14 U.S. Federal Reserve reduces size of monthly asset purchase program
September 30th, 2008
Three options:
1) 60/40 stay the course
2) Move to 100% cash
3) Move to 100% government bonds

GLOBAL FINANCIAL
CRISIS

Source: Refinitiv Datastream, Russell Investments. In CAD. Balanced 60/40 portfolio: 20% S&P/TSX Composite Index (Canadian equities), 20% S&P
500 Index (U.S. equities), 20% MSCI EAFE Index (international equities), 40% FTSE TMX Canada Universe Bond Index (Canadian fixed income);
Cash: S&P Canada Treasury Bill Index; Canada government bonds: FTSE TMX Canada Federal Bond Index. This hypothetical example is for
illustration only and is not intended to reflect the return of any actual investment. The 60/40 portfolio does not reflect a deduction for expenses or fees,
had it done so, returns would have been lower. Indexes are unmanaged and cannot be invested in directly. Past performance is not indicative of future
results.
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CUMULATIVE RETURNS
(SEPT. 30, 2008 – DECEMBER 31, 2019)

PORTFOLIO VALUES
(ON DECEMBER 31, 2019)

S&P/TSX Composite Index

103.5%

60/40 balanced portfolio

$209,119

S&P 500 Index

329.3%

Cash allocation

$101,846

MSCI EAFE Index

131.6%

Government bond portfolio

$131,554

FTSE Canada Universe Bond Index

67.9%

S&P Canada T-Bill Index

12.3%

FTSE TMX Canada Federal Bond Index

45.1%

1
2

All returns gross of fees.

Source: http://www.businessinsider.com/largest-bankruptcies-in-american-history-2011-11
An abrupt sharp drop, then recovery, in U.S. stock market indexes that occurred May 6, 2010. The Commodity Futures Trading Commission described it as one of the
most turbulent periods in the history of financial markets to that date. Remains one of the largest intraday point drops for Dow Jones Industrial Average and one of the
largest single-day point swings.
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Call Russell Investments at 1-888-509-1792 or visit russellinvestments.com/ca

Important information
Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund
investments. Please read the prospectus before investing. Mutual funds are not guaranteed, their values change
frequently and past performance may not be repeated.
Nothing in this publication is intended to constitute legal, tax securities or investment advice, nor an opinion regarding the
appropriateness of any investment, nor a solicitation of any type. This information is made available on an “as is” basis. Russell
Investments Canada Limited does not make any warranty or representation regarding the information.
Please remember that all investments carry some level of risk, including the potential loss of principal invested. They do not typically
grow at an even rate of return and may experience negative growth. As with any type of portfolio structuring, attempting to reduce risk
and increase return could, at certain times, unintentionally reduce returns. No investment strategy can guarantee a profit or protect
against a loss.
Unless otherwise stated all index data is sourced from ©eVestment Alliance, LLC. All rights reserved.
Diversification and strategic asset allocation do not assure a profit or protect against loss in declining markets.
Indexes are unmanaged and cannot be invested in directly. Data is historical and is not indicative of future results.
Russell Investments is the operating name of a group of companies under common management, including Russell Investments
Canada Limited. Russell Investments’ ownership is composed of a majority stake held by funds managed by TA Associates with
minority stakes held by funds managed by Reverence Capital Partners and Russell Investments’ management.
Copyright © Russell Investments Canada Limited 2020. All rights reserved.
Frank Russell Company is the owner of the Russell trademarks contained in this material and all trademark rights related to the
Russell trademarks, which the members of the Russell Investments group of companies are permitted to use under license from
Frank Russell Company. The members of the Russell Investments group of companies are not affiliated in any manner with Frank
Russell Company or any entity operating under the “FTSE RUSSELL” brand.
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