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Volatility Is Up. So What?
Professional investors know something
that most people find impossible to
believe: that the threat of ups and
downs in the market is by far the best
friend of the long-term investor. Why?
Because over the long-term, stocks have
provided returns far higher than bonds
and cash. If it weren’t for the occasional
dizzying gyrations, any rational investor
would put his or her money where the
highest returns have been, right?
This appears to be one of those times-a
time when non-professional investors
are reminded of the reasons why they
have this lingering fear of the stock
market. Since the end of September, the
S&P 500 Index has done something
regularly that it normally does infrequently: moved more than a full percent

up or down in a single day. Consider the
recent pattern this month:
Oct. 1
Oct. 2
Oct. 3
Oct. 6
Oct. 7
Oct. 8
Oct. 9
Oct. 10
Oct. 13
Oct. 14

-1.3%
+0.05%
+1.1%
-0.2%
-1.5%
+1.8%
-2.1%
-1.1%
-1.65%
+0.16%

Oct. 15
Oct. 16
Oct. 17
Oct. 20
Oct. 21
Oct. 22
Oct. 23
Oct. 24
Oct. 27
Oct. 28

-0.81%
+0.01%
+1.29%
+0.91%
+1.96%
-0.73%
+1.23%
+0.71%
-0.15%
+1.19%

Contrast this to the calm before the storm:
earlier this year, the market experienced
42 consecutive days without a single 1%
price move. The chart below shows that
this is far from the record.

Over the long-term,
stocks have provided
returns far higher
than bonds and cash.

Don’t fall into the
trap of getting
anxious over shortterm swings in stock
prices.
Value is built over
time, regardless of
what happens
tomorrow.
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Volatility Is Up. So What?
The question we should be asking ourselves is, why are we paying such close attention to daily market
movements? Why are we allowing ourselves to fall into the trap of getting anxious over short-term
swings in stock prices?
The following chart shows the growth of a dollar invested in the S&P 500 at the beginning of 1950, with
dividends reinvested, compared with a variety of alternative investments which have not provided the
same returns. (Note that small cap stocks, which are more volatile, have done even better.) The chart also
shows all the noteworthy headlines that the market managed to sail through on the way to current
levels, many of which created much fear at the time.

This is not to say that the market won’t go lower in the coming days, weeks or months. In fact, we are still
awaiting that correction of at least 10% which the market delivers with some regularity on its way to new
highs. This correction has been long-delayed in the current bull market. The thing to remember is that
the daily price of your stock holdings is determined by emotional swings of skittish investors whose fears
are stoked by pundits and commentators in the press. They know that the best way to grab and hold
your attention is through fear. What they don’t say, because it’s boring, is that the value of your stock
holdings is determined by the effectiveness of millions of workers who go to work every day in offices
and factories, farms, warehouses, power plants, and research facilities. Slowly, incrementally, with their
daily labor, those workers build up the value of the businesses for which they work.
The last time we checked, that incremental progress hasn’t stopped. The economy is still growing. You
may not hear anything on the news about the value of stocks you own; only the result of the daily,
changing opinions of nervous investors. But if you take a second look at the growth of an investment in
stocks over the long-term, you get a better idea of how that value is built over time, no matter what the
market will do tomorrow.

Sources:
http://www.bespokeinvest.com/thinkbig/2014/6/17/1-moves.html
https://www.jpmorganfunds.com/blobcontent/377/965/1323354460291_II-GROWTH2014.pdf
This material may contain forward or backward-looking statements regarding intent, beliefs regarding current or past expectations. Such forward-looking statements are not a guarantee of
future performance, involve risks and uncertainties, and actual
results may differ materially from those statements as a result of
various factors. The views expressed are also subject to change
based on market and other conditions. Furthermore, the opinions expressed do not constitute specific investment advice or
recommendations by EnRich Financial Partners.

The S&P 500 Index consists of 500 stocks chosen for market size,
liquidity, and industry group representation. It is a market valueweighted index. The Russell 2000 Index measures the total return of
small capitalization U.S. stocks and is a market value-weighted index
of the 2,000 smallest stocks in the broad-market Russell Index. The
MSCI EAFE is a Morgan Stanley Capital International Index designed
to measure the total return of the developed stock markets in Europe, Australasia, and the Far East. The MSCI EM is a Morgan Stanley
Capital International Index designed to measure equity performance
in global emerging markets. The S&P 500, Russell 2000, EAFE, and
EM are unmanaged indexes. One cannot invest directly in an index.
Past performance does not guarantee future results.

