
2020 began with the deadliest virus since the 1918 Spanish Flu followed by severe civil unrest
in conjunction with an OPEC-Russia oil price war, all resulting in economic collapse and stock
market upheaval.  And of course, politics had to have the first and last word of the year
beginning with the 3rd ever impeachment of a U.S. president and ending with doubt about the
durability of democracy itself.  But perhaps the most shocking twist of the year was that the
S&P 500 ended the year with an 18% gain and 60/40 portfolios were up over 11%. 
 
Of course, in March and April, images of overrun New York hospitals flooded our screens,
travel bans were implemented, and global lockdowns drove oil prices negative for the first time
in history.  Over those weeks, the stock market declined by over 30% and single-day stock
market swings of 5% or more were common.  Notably, on March 9th the Dow set the worst
single-day drop in U.S. market history of -7.79% only to decline again 9.99% on March 12th and
then free fall 12.93% on March 16th.  The S&P 500 experienced its fastest-ever bear market
over a period of just 33 days.   There was serious talk of another great depression.  
(see Exhibit 1)

How do you tell someone that you care about deeply, “I told you so?” 
 - Michael Scott

Financial Market Lessons from 2020

Exhibit 1



This was about the time our firm fielded calls from clients needing reassurance to “stay the
course” and not sell and cash out like their family members and colleagues at work.  On March
28th, 2020 (not knowing we were at the bottom of the trough), our firm responded to the “sky is
falling” rhetoric with an article exhorting investors not to “chase or react to markets” but instead
to “remain diversified through disciplined investing according to their pre-determined
investment plan.”  We concluded by recommending clients actually invest more by “buying stocks
at a discount with their savings plan and/or extra cash while others stop their savings plans
and/or fearfully sell at major losses.”

Investors who stayed in the market were rewarded handsomely as Exhibit 2.1 and 2.2 illustrate
below:

Exhibit 2.1

https://25financial.com/outrun-investors-with-disciplined-investing/


Exhibit 2.2

Exhibits 3.1-3.3 illustrate the impact on a $1M portfolio comparing the hypothetical investor that (1)
moved their portfolio to cash versus (2) “stayed the course” versus (3) invested more.  All three exhibits
assume a $1M portfolio on January 1st, 2020 allocated 70% to (both international and domestic) stocks
and 30% to bonds. 

Exhibit 3.1 Illustrates the investor moving their 1M portfolio to cash on 3/23/20: 

Graph provided by Dimensional Fund Advisors

*Past performance is not indicative of future
perfomance.



The difference between investors that “stayed the course” and continued their normal savings plan
(exhibit 3.3, showing a $334,089 gain) versus investors that moved their $1M portfolio to cash (exhibit
3.1 showing a $233,339 loss) was a whopping $567,428!

No matter if you won or lost in the market, 2020 is a year worthy of our reflection.  Here are some
simple lessons worthy of an exclamation point after 2020:

(1) Develop a pre-determined investment plan in the “calm seas” so you are prepared in the “hurricane
seasons.”
(2) Stick to the plan.
(3) Don’t chase (or run from) markets.  You “ride out the storm” by sticking to your plan.
(4) Seek the help of an objective third-party investment advisor to help develop the right plan for you
and then help you stick to it.

Exhibit 3.2 Illustrates the investor “staying the course” by staying rebalanced through the year. 

Exhibit 3.3 Illustrates the investor not only “staying the course” but also adding $100,000 to
their portfolio on March 23, 2020.
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