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2  INVESTING WITH COMPOSURE IN VOLATILE MARKETS

Putting volatility in perspective
On October 19, 1987, later referred to as Black Monday, the S&P 
500 experienced a fall of 20.5%. This is still the worst day for 
the stock market on record. While days like Black Monday have 
occurred throughout history, they are rare and unpredictable. In 
fact, because Black Monday was a result of trading behavior and 
not market or economic fundamentals, the S&P 500 still finished 
the year with a slight gain.

Volatility is unavoidable in investing. There are many measures 
of market volatility, including the standard deviation of returns, 
the VIX index, implied options volatility and dozens more. For 
long-term investors, the most meaningful measure may be the 
largest intra-year decline (or maximum drawdown) since it 
represents the largest loss an investor experiences during a 
given year. Exhibit 1, a chart from the Guide to the Markets, 
shows this measure relative to each year’s annual return. 

These drawdowns can occur over days, weeks or months. Having 
the fortitude to stay invested during these periods requires 
discipline that has often been rewarded. For example, the 
maximum drawdown of 5.8% in 2013 occurred when the Federal 
Reserve began hinting at reduced asset purchases. 2014 saw a 
similar market pullback, when the market fell 7.4% during 
October over a variety of global concerns. Despite the negative 

market reactions and subsequent volatility, neither episode was 
in reaction to underlying economic growth trends. 

Consequently, those who stayed invested during each period 
benefited from subsequent market rebounds. Not only did the 
market recover in each case, but the intra-year pullbacks also 
rank as two of the shallowest on record in the past 87 years. 
Exhibit 2 summarizes the best and worst intra-year drawdowns 
since 1928.

Drawdowns can range from mild to severe
EXHIBIT 2: S&P 500 INTRA-YEAR DRAWDOWNS VS. CALENDAR YEAR 
RETURNS – 1928 TO 2014*

Intra-Year 
Drawdown

Year-End 
Return

Intra-Year 
Drawdown

Year-End 
Return

WORST BEST
1931 -58% -47% 1992 -6% 4%
1932 -51% -15% 2013 -6% 30%

2008 -49% -38% 1991 -6% 26%
1937 -46% -39% 1972 -5% 16%
1929 -45% -12% 1993 -5% 7%
1930 -44% -28% 1961 -4% 23%
1974 -38% -30% 1954 -4% 45%
2002 -34% -23% 1958 -4% 38%
1987 -34% 2% 1964 -4% 13%
2001 -30% -13% 1995 -3% 34%

Source: Standard & Poor’s, FactSet, J.P. Morgan Asset Management. Returns are 
based on price index only and do not include dividends. Intra-year drawdowns refers 
to the largest market drops from a peak to a trough during the year. For illustrative 
purposes only. *Returns shown are calendar year returns from 1928 to 2014. Data are 
as of 1/31/15.

Source: Standard & Poor’s, FactSet, J.P. Morgan Asset Management. Returns are based on price index only and do not include dividends. Intra-year declines refers to the largest 
market drops from a peak to trough during the year. For illustrative purposes only. *Returns shown are calendar year returns from 1980 to 2014. Data as of 1/31/15.
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Despite average intra-year declines of 14.2%, annual returns were positive 27 of 35 years* 
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Source: Standard & Poor’s, FactSet, J.P. Morgan Asset Management. Returns are based on price index only and do not include dividends. Intra-year declines refers to the largest market drops 

from a peak to trough during the year. For illustrative purposes only. *Returns shown are calendar year returns from 1980 to 2014. Data as of 1/31/15.


