
Severe market declines can scare investors into selling at

the worst possible time: when prices are at their lowest.

Sticking with your investment strategy through tough

times requires careful planning and discipline, but it is

more likely to pay off in the long run.

The image illustrates the average performance of stocks,

bonds, and a diversified portfolio during and after four

U.S. recessions. During recessions, stocks performed

the worst and bonds the best, while the diversified

portfolio offered a middle ground. However, after the

recessions and in the long run, stocks provided the

highest returns, followed by the diversified portfolio;

bonds did not measure up. There are two lessons here:

1) Since you cannot know for certain when the market

will bottom out, if you are invested, stay invested, and

2) Diversify in order to reduce downside risk.
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