
4  INVESTING WITH COMPOSURE IN VOLATILE MARKETS

Markets tend to settle up, frustrating market timers
EXHIBIT 5: S&P 500 RETURN STATISTICS SINCE 1928

% Up Median 
Return

Median Up 
Return

Median Down 
Return

Daily 53% 0.05% 0.51% -0.52%
Monthly 59% 0.9% 3.1% -2.7%
Annual 67% 10.8% 16.8% -11.9%

Source: Standard & Poor’s, FactSet, J.P. Morgan Asset Management. For illustrative 
purposes only. Returns are based on price index only and do not include dividends. 
Data are as of 1/31/15. 

However, the fact that 53% of days are positive offsets this 
imbalance. This is precisely why market timing is alluring to 
investors who are attempting to avoid losses, but also why doing 
so ultimately fails since gains occur more often.

The volatile and asymmetric returns experienced over days and 
weeks are smoothed over during the course of months and 
years. Thus, overreacting to short-term volatility is likely to 
backfire. Monthly returns improve upon daily returns with 59% 
of months experiencing gains. Annual returns are better still. 
Since 1928, 67% of years have seen positive returns, with 
average gains far outpacing losses. 

In addition to focusing on months and years rather than days, 
investors should also consider longer investment horizons. 
Exhibit 6 from the Guide to the Markets demonstrates that 
expanding the investment holding period over years and 
decades has historically improved the risk/return profile of an 
investor’s portfolio. Over any one-year period, the S&P 500 has 
experienced gains as high as 51% (in 1954) and losses as low as 
-37% (in 2008). Clearly, an undiversified equity portfolio is 
inappropriate for short-term goals. 

Simply expanding to a five-year holding period improves the 
risk/return profile of stocks dramatically, with the worst five-year 
period since 1950 experiencing only a 2% decline. Most 
important, there has never been a 20-year period in the post-
war era that has experienced losses. While this is no guarantee 
of future returns, it demonstrates the importance of specifying 
the right time horizon to minimize portfolio risk.

Exhibit 7 shows in greater detail the historical effect of investing 
in a stock portfolio with different holding periods. For example, 
the bars on the one-year chart show the values of successive 
$100 investments that were made one year earlier. The periods 
highlighted in gray represent periods when a loss would have 

The investment time horizon is a powerful tool for managing volatility
EXHIBIT 6: RANGE OF ANNUAL TOTAL RETURNS, 1950 – 2014

 
Sources: Barclays Capital, FactSet, Robert Shiller, Strategas/Ibbotson, Federal Reserve, J.P. Morgan Asset Management. Returns shown are based on calendar year returns from 
1950 to 2014. For illustrative purposes only. Growth of $100,000 is based on annual average total returns from 1950 to 2014. Guide to the Markets – U.S. Data are as of 1/31/15.
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Stocks 10.8% $833,227
Bonds 6.2% $327,106
50/50 Portfolio 9.0% $565,743

For more information call a Wealth Manager at (800) 541-7774
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