
¹ Loss aversion is people's tendency to prefer avoiding losses to acquiring equivalent gains.
2 Source: Seeking Alpha: The Persistence of Aversion: Why Investor Pains Hurts Twice. https://seekingalpha.com/article/4240745-persistence-of-
aversion-why-investor-pain-hurts-twice
3 Bull markets are markets where the cumulative return exceeded 20%.
3 Represented by the S&P/TSX Composite Index from 1924-2022. Source: Confluence

We are faced with headlines every day that may cause us to think about bailing on 
investments. Whether it’s rising interest rates, inflation, or geopolitical tensions, the news 
can be very distracting.

On days where headlines are alarming and investors like you are wondering what’s 
happening to your savings, it’s more crucial than ever to focus on the bigger picture and 
your long-term goals. At Russell Investments, we believe that investors can avoid missteps 
that can lead to bigger shortfalls than they are already facing. Recent events have served as a 
reminder of this. Investing can be uncomfortable for a lot of people, but does it have to be?

It’s important to remember to stick to your long-term financial plan and avoid 
emotional, headline-driven decisions. To help ease some of the angst, consider these 
three guidelines to help you keep things in perspective, and stay calm and invested.

1. No one (really) can time the market
Even the most sophisticated investors will tell you that it is virtually impossible to 
accurately predict the market’s short-term moves. In fact, mistiming can have a severe 
negative impact on investment returns. In a low growth/lower return environment, what 
does this mean for investors saving for retirement?   In today’s reality, where investors 
are more likely than ever to face retirement income gaps, they can’t afford to miss out on 
returns. 

We believe in the power of being invested over the long term. Not being invested 
(strategy #5 in Exhibit 1), and simply leaving money in cash, yields by far the worst 
ending wealth of any investment option. Even investing your money on the worst days of 
the market (strategy #4) is still more favorable than not investing at all.  

2. Nothing, especially volatility, lasts forever
There have been many times throughout history where markets have declined—but 
these relatively short periods are most often followed by the most favorable returns. 
Unfortunately, due to loss aversion1—one of the principles of behavioral economics—
people tend to remember the bad twice as much as the good2. Despite lengthy bull 3 runs 
in the markets, even a few bad days in the markets can cause some investors to rethink 
their long-term investment strategy.

Since 1924, Canadian stocks have more often finished the calendar year in positive 
rather than in negative territory—in fact, 74% of the time, as evidenced in Exhibit 2. It’s 
extremely challenging to predict whether a calendar year will be positive or negative.

  

In the financial 
markets, 
hindsight is 
forever 20/20, 
but foresight is 
legally blind. 
And thus, for 
most investors, 
market timing 
is a practical 
and emotional 
impossibility.  
Benjamin Graham, 
The Intelligent 
Investor
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Exhibit 1: The power of being invested over the long term

Note that one year represents a 12-month period ending the last day of December each year. 

Assumes a one-time investment of $12,000 per year into the S&P/TSX Composite Index with no withdrawals between December 31, 2012 and 
December 31, 2022. Cash return based on return of $12,000 invested each year in the FTSE Canada 91-Day T-Bill Index without any withdrawals 
between December 31, 2012 and December 31, 2022. 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.

Hypothetical analysis provided for illustrative purposes only.

3. Diversification matters
Working with your financial advisor, having a robust strategic asset allocation 
with regular rebalancing, or investing in a professionally managed multi-asset 
solution, can potentially enhance returns, but more importantly, help manage 
volatility. Periods of panic provide an equally good opportunity to ensure that 
investors have the right attitude when it comes to risk. Russell Investments has 
consistently advocated for investors to consider a global multi-asset approach 
to investing. We believe doing so may put investors on a smoother path 
toward meeting goals, while also helping to manage risk. Put simply, investors 
diversify because the future is uncertain, and no one can predict with certainty 
which asset class will win or lose over the upcoming market cycles.  

5 Source: Financial Express: How legendary investor John Templeton learned to put his eggs in different baskets, by Sushruth Sunder. https://www.
financialexpress.com/market/how-legendary-investor-john-templeton-learned-to-put-his-eggs-in-different-baskets/847894/

“The only 
investors who 
shouldn’t 
diversify are 
those who are 
right 100% of  
the time.” 
John Templeton5
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Exhibit 2: Historically it has paid to own stocks

Represented by the S&P/TSX Composite Index from 1924-2022. Source: Confluence.

Index returns represent past performance, are not a guarantee of future performance, and are not indicative of any specific investment. Indexes are 
unmanaged and cannot be invested in directly.

The bottom line
While navigating uncertainty and extreme market volatility is difficult, it’s important to keep the big picture in mind and stay 
focused on your long-term goals. Historically, over the long term, markets have been positive more often than negative, as 
shown in Exhibit 2. Volatility is a reality, even in positive markets, and diversification is a tool every investor can rely upon to 
help withstand market corrections. Rather than reacting to volatility and trying to time short-term market gyrations, Russell 
Investments believes that investments should be based on personal long-term goals, time horizon, financial circumstances and 
risk tolerance, not on what markets are doing at a given moment.  Economic uncertainty will always be a cause for anxiety, so it’s 
important to remember these guidelines and to speak with your financial advisor when the markets get choppy.     

2020 2021
2017 2019
2012 2014 2016
2007 2013 2005
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2022 1986 2004 1989
2018 1982 1997 1985
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1940 1966 1947 1944 1936 1954

2008 1937 1962 1941 1943 1934 1945 1979
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1930 1957 1929 1946 1938 1924 1925 1928 1927 1933
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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.

These views are subject to change at any time based upon market or other conditions. The information, analysis, and opinions 
expressed herein are for general information only and are not intended to provide specific advice or recommendations for any 
individual or entity. 

Forecasting represents predictions of market prices and/or volume patterns utilizing varying analytical data. It is not 
representative of a projection of the stock market, or of any specific investment.

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.

Diversification and strategic asset allocation do not assure a profit or protect against loss in declining markets.

Dollar Cost Averaging does not assure a profit or prevent a loss in declining markets, and you should consider your ability to 
continue investing during low price levels.

S&P/TSX Composite Index: The benchmark Canadian index, representing roughly 70% of the total market capitalization on the 
Toronto Stock Exchange.

FTSE Canada 91-Day T-Bill Index: A benchmark that tracks the performance of 3-month Canadian government treasury bills.

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 
a minority stake held by funds managed by Reverence Capital Partners. Certain of Russell Investments' employees and Hamilton 
Lane Advisors, LLC also hold minority, non-controlling, ownership stakes.

Copyright © Russell Investments Canada Limited 2023. 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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About Russell Investments
Russell Investments is a leading global investment solutions firm providing a wide range of investment capabilities to 
institutional investors, financial intermediaries, and individual investors around the world. Building on an 87-year legacy of 
continuous innovation to deliver exceptional value to clients, Russell Investments works every day to improve the financial 
security of its clients.


