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Since 1987* Annualized Return Growth of $10,000

All Days During Period 11.20% $201,724 

Missed the 10 Best Days 8.50% $100,673 

Missed the 20 Best Days 5.90% $62,395 

Missed the 30 Best Days 4.30% $41,073 
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MARKET VIEW
EQUITIES: A TEACHABLE MOMENT

January 2019 is reminding us all that, historically, time in the market, 
not timing the market, is the more productive investment strategy.  
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TABLE 1. AFTER 1987, STOCK INVESTORS WHO DIDN’T STAY IN LOST OUT
ANNUALIZED RETURN AND GROWTH OF $10,000 FOR INDICATED PERIODS 

Source: Standard & Poor’s and Lord Abbett. Returns are measured based on the S&P 500® Index. The “best” days to be invested are defined as those on which the S&P 500 Index delivered its highest returns for the given 
periods based on historical data. Annualized return and total return assumes the reinvestment of all dividends and/or capital gains.  
*01/01/1988–12/31/2018.
Past performance is not a reliable indicator or a guarantee of future results.
The historical data are for illustrative purposes only, do not represent the performance of any specific portfolio managed by Lord Abbett or any particular investment, and are not intended to predict or depict future results.
Indexes are unmanaged, do not reflect deduction of fees and expenses and are not available for direct investment. 

IN BRIEF

n Investors who exit the market during a downturn may have regrets later, because when 
markets recover they tend to bounce back quickly.

n A bull market can last a long time, but a significant portion of its gains typically occurs during 
the early months of the rally. 

n The worst year might be the best time to invest, as valuations decline and stock prices go  
“on sale.”

Trent Houston
Product Strategist

CONTRIBUTING STRATEGIST
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INVESTMENT-LED. INVESTOR-FOCUSED.

The year 2018 may have been the worst for U.S. stocks in a 
decade, but it was also, oddly enough, an unusually negative 
December that made it so. According to Ibbotson data, the final 
month of 2018 was the worst December for the Dow Jones Indus-
trial Average since 1931. In one seven-day stretch during the month, 
according to cnbc.com, the Dow fell by 350 points or more six times. 
The S&P 500® Index was up or down more than 1% nine times in 
December.  

Up to that point, the market had been on a favorable trend. The 
S&P 500 had set an all-time record on September 20, 2018, and the 
Dow Industrials had closed at a record on October 3. 

Whatever the reasons for December’s slump – including 
concerns about U.S. Federal Reserve (Fed) policy and trade issues 
with China – by year-end, even after a rebound late in the month, 
investors had lost so much ground that, for many, the year 2018 
resulted in low, or no, returns.

As of January 18, however, the S&P 500 is off to its best start in 
years, up 6.5%, with the Dow Industrials not far behind, at 5.9%. 
While such performance is not a guarantee of what the rest of the 
year will be like, it does offer a teachable moment for investors.  
Here are two of the most important lessons:

Stay Invested: A Market Rebound Can Happen Quickly
Some of the worst investment decisions are made during diffi-

cult times, especially when investors bail out of equities after 
periods of market downturns, thinking they can jump back in “when 
the time is right.” But when markets recover after a bad spell they 
tend to bounce back quickly. 

A bull market can last a long time, but a significant portion of its 
gains typically occurs during the early months of the rally. Investors 
who flee to cash during a market slump should keep in mind the 
potential cost of missing the early stages of a market recovery, 
which historically have provided the largest percentage of returns 
per time invested. 

According to Standard & Poor’s, historically, going back to 1926, 
the average return one year after the typical bear market is 38.4%, 
but returns diminish as time goes by to 19.8% three years after a 
bear market ends. .

The financial crisis of 2008-09 provides a good example. After 
declining by nearly 40% in 2008, the S&P 500 Index continued its 
drop until it bottomed at 683 on March 9, 2009. From there it rallied 

over 100% in the first 48 months of what was to be a long bull market 
recovery. Investors who were still out of the market in 2011 lost an 
opportunity for potentially substantial gains. 

The year 1987 offers us another vital lesson, one that is quite 
relevant to today’s market. That was the year of the October 19 
“Black Monday” stock market crash, the largest ever one-day per-
centage decline in the Dow Industrials. Those who stayed fully 
invested in the market following the 1987 crash benefitted from 
being present for the best-performing days during the following 
years. Those who were along for only some of those days, or who 
missed them entirely, realized far lower returns. 

A bull market is defined as a 20% rise in stock prices from a bear 
market which, in turn, is defined as a 20% decline in stock prices.  
By definition, therefore, new bull markets are not known until stock 
prices have already increased by 20%.  Investors who are prone to 
move entirely out of stocks during bear market declines might want 
to reconsider such action, as attempting to properly time the begin-
ning of a new bull market can have unhappy results. 

The Worst Year Might Be the Best Time to Invest   
For investors with cash, a bear market can offer buying opportu-

nities.  Historically, the S&P 500 price-to-earnings ratio (P/E) has 
been notably lower during bear markets.  When investors are more 
confident, the P/E ratio typically increases, making stock valuations 
higher.  During a market slump, stocks are frequently considered 
“on sale.”  As noted in the January 7 Market View, valuations dropped 
below their long-term averages in the fourth quarter of 2018 – a 
bullish event, particularly as fundamentals appear resilient.  

The Bottom Line
The bottom of the market is very hard to identify at the time it is 

happening and, as we’ve shown, investors who panic during a 
downturn often miss gains early in the recovery.  Rather than trying 
to time the markets, it’s important for investors to remain focused 
on their long-term goals and create appropriate asset allocation 
strategies to achieve them.   As difficult as 2018 was for many inves-
tors, it did not mark the end of investment opportunity. 

https://www.lordabbett.com/en/perspectives/marketview/taking-stock-of-equity-market.html
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IMPORTANT INFORMATION

A Note about Risk: The value of investments in equity securities will fluctuate in response to general 
economic conditions and to changes in the prospects of particular companies and/or sectors in the economy. 
No investing strategy can overcome all market volatility or guarantee future results. Market forecasts and 
projections are based on current market conditions and are subject to change without notice. Due to market 
volatility, the market may not perform in a similar manner in the future. No investing strategy can overcome 
all market volatility or guarantee future results.

The price-to-earnings ratio, or P/E is the ratio of the market price of a company’s stock to its earnings per 
share (EPS): P/E Ratio = Market Value per Share.

The S&P 500® Index is widely regarded as the standard for measuring large cap U.S. stock market perfor-
mance and includes a representative sample of leading companies in leading industries.

Indexes are unmanaged, do not reflect the deduction of fees or expenses, and are not available for direct 
investment.

The information provided is not directed at any investor or category of investors and is provided solely as 
general information about Lord Abbett’s products and services and to otherwise provide general investment 

education. None of the information provided should be regarded as a suggestion to engage in or refrain from 
any investment-related course of action as neither Lord Abbett nor its affiliates are undertaking to provide 
impartial investment advice, act as an impartial adviser, or give advice in a fiduciary capacity. If you are 
an individual retirement investor, contact your financial advisor or other fiduciary about whether any given 
investment idea, strategy, product or service may be appropriate for your circumstances.

The opinions in Market View are as of the date of publication, are subject to change based on subsequent 
developments, and may not reflect the views of the firm as a whole. The material is not intended to be 
relied upon as a forecast, research, or investment advice, is not a recommendation or offer to buy or sell 
any securities or to adopt any investment strategy, and is not intended to predict or depict the perfor-
mance of any investment. Readers should not assume that investments in companies, securities, sectors, 
and/or markets described were or will be profitable. Investing involves risk, including possible loss of 
principal. This document is prepared based on the information Lord Abbett deems reliable; however,  
Lord Abbett does not warrant the accuracy and completeness of the information. Investors should consult 
with a financial advisor prior to making an investment decision. Investors should consult with a financial 
advisor prior to making an investment decision.
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Investors should carefully consider the investment objectives, risks, charges, and expenses of the Lord Abbett funds. This and other important information is 
contained in each fund’s summary prospectus and/or prospectus. To obtain a prospectus or summary prospectus on any Lord Abbett mutual fund, contact your 
investment professional or Lord Abbett Distributor LLC at 888-522-2388, or visit us at lordabbett.com. Read the prospectus carefully before you invest.
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OUR FIRM
A singular focus on  
the management of  
money since 1929 

OUR MISSION
Delivering superior long-term 
investment performance  
and a client experience that  
exceeds expectations

OUR DIFFERENTIATORS
n Independent Perspective
n  Commitment to Active Management
n Intelligent Product Design

Want to learn more about our investment strategies?
Contact Lord Abbett at 888-522-2388 or visit us at www.lordabbett.com.


