
 

                  
                 

        
This presentation was created for educational and informational purposes only and is not intended as ERISA, tax, legal 

or investment advice. If you are seeking investment advice specific to your needs, such advice services must be
obtained on your own separate from this educational presentation.
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“The investor’s chief 
SUREOHP௔—௔DQG�HYHQ�KLV�
ZRUVW�HQHP\௔—௔LV�OLNHO\�
to be himself.” 

 Benjamin Graham 

Investor behavior trumps market savvy in driving great long-term outcomes. 
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Past performance is not indicative of future results. 
Source: Ned Davis Research. © 2019 Ned Davis Research, Inc. See full Ned Davis Research disclosure on page 20. The S&P 500® Index is a free-float market capitalization-weighted index 
of 500 of the largest U.S. companies. The index is calculated on a total return basis with dividends reinvested. It is unmanaged and not available for direct investment. 

Growth of $1,000 Invested in the S&P 500® Index 
Monthly Data 12/31/25-12/31/18 (Log Scale) 

“Invest for the long run” is the right advice, but it ignores basic human nature. 

From a bird’s eye view, 
markets have steadily 

trended higher. However, 
even small troughs 

represent large losses that 
are tough to stomach. 
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Overconfidence 

Availability  
bias 

Anchoring 

Pattern  
seeking 

Hindsight 

Confirmation 
bias 

We’re not irrational. We’re human. 



Past performance is not indicative of future results. 
Source: Quantitative Analysis of Investor Behavior, 2019, DALBAR, Inc., www.dalbar.com. See full DALBAR disclosure on page 20. 
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20-Year Average Index vs. Investor Returns 
Period ended 12/31/18 

The fear and greed cycle leads investors to buy high and sell low. 

Investors have  
underperformed  

the market by  
a sizeable margin. 



Past performance is not indicative of future results. 
Source: Ned Davis Research. © 2019 Ned Davis Research, Inc. Rolling returns performance illustrated. Data set begins at 12/31/25. First rolling 1-year period illustrated at 
12/31/26. Rolling returns are annualized average returns for a period, ending with the listed year. 
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Rolling Returns of the S&P® 500 Index 
12/31/26–12/31/18 

Maintain realistic expectations for how markets actually behave. 

Over shorter periods, market  
returns have “fat tails,” or a  
very wide range of results.  
Over longer time periods,  
outcomes tend to center  

around long-term averages. 



Past performance is not indicative of future results. 
Source: S&P Dow Jones Indices  
Ned Davis Research. © 2019 Ned Davis Research, Inc. 
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The ride matters. 

History of U.S. Bull and Bear Markets 
Based on S&P 500® Index Returns 12/31/25-12/31/18 (Log Scale) 

Bull markets are defined from  
the lowest close reached after  
the market has fallen 20% or  
more to the next market high. 

Bear markets are defined from the last  
market high prior to the market closing  
down at least 20% to the lowest close 
after it’s down 20% or more. 



Past performance is not indicative of future results. 
Source: Ned Davis Research. © 2019 Ned Davis Research, Inc. 60-year period used to illustrate multiple market cycles. 

Calendar year returns of  
the U.S. stock market  

have been within 2% of its 
long-term average in only 

six out of the past 60 years.  
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S&P 500® Index Annual Returns and  
Intra-Year Drawdowns 1958-2018 

Big drawdowns in the stock market have been a common occurrence. 



Past performance is not indicative of future results. 
Source: Ned Davis Research. © 2019 Ned Davis Research, Inc.  
1 As of December 31, 2018. U.S. Department of the Treasury. “Daily Treasury Yield Curve Rates.” U.S. Department of the Treasury. “Daily Treasury Yield Curve Rates.” 
http://www.treasury.gov/resource-center/data-chart-center/interest-rates/Pages/TextView.aspx?data=yield (accessed 1/15/19). 
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Have reasonable expectations for future bond market returns. 

A Bond’s Starting Yield Has Historically Been a Good Predictor of Its Total Return 
10-Year Treasury Returns and Starting Yields 12/31/08–12/31/18 



Dollar Cost Averaging: Periodic investment plans do not assure a profit and do not protect against investment loss in declining markets. As dollar-cost averaging involves continuous 
investment in securities, regardless of fluctuating price levels of those securities, the investor should consider his or her financial ability to continue purchasing through periods of low  
price levels. 
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Discipline drives success. 



Past performance is not indicative of future results. 
Diversification does not assure a profit or protect against losses. 
Source: Virtus Performance Analytics. See page 20 for index definitions and important risk considerations. 
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Spreading your bets is wise. 

Asset Class Performance 2003-2018 
 



“In investing, what is 
comfortable is rarely 
profitable.” 

 Rob Arnott 

Past performance is not indicative of future results. 
Diversification does not assure a profit or protect against losses. 
Source: Virtus Performance Analytics. See page 20 for index definitions and important risk considerations. 
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Diversification feels lousy. 

Wide dispersion Narrow dispersion 



Past performance is not indicative of future results. 
Source: Ned Davis Research. ©2019 Ned Davis Research, Inc.  
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History matters. 

20-Year Stock Market Returns, Ranked from Best to Worst 



“Our track record 
in figuring out 
significant rare 
events is not 
close to zero; it 
is zero.” 

 Nassim Taleb 

Past performance is not indicative of future results. 
Source: Ned Davis Research. © 2019 Ned Davis Research, Inc.  
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Market timing doesn’t work. 

Average Annual Return of the S&P 500® Index 
Periods ended 12/31/18 



Past performance is not indicative of future results. 
For illustrative purposes only. Not a representation of any Virtus portfolio. Source: Ned Davis Research. © 2019 Ned Davis Research, Inc.  
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Get ahead by starting early. 



Source: Ned Davis Research. © 2019 Ned Davis Research, Inc. 
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Prepare. Don’t predict. 



Past performance is not indicative of future results. 
Source: Virtus Performance Analytics. For illustrative purposes only. Calculations based on hypothetical inflation rates of 2%, 3%, and 4% to demonstrate the impact of inflation over time. 
Actual inflation rates will vary and may be more or less than shown. 
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Your plan must account for inflation. 

Effect of Inflation 
$50,000 Portfolio over a 25-Year Period At 3% inflation, after  

25 years, your capital has 
less than half the purchasing 

power than it does today. 



Grow your wealth,  
but do so without taking 
excessive risk. 

 

 

Fund your spending 
needs, but beware of 
chasing higher yields. 

 

Keep yourself prepared  
for sharp market 
drawdowns and the 
harmful impact of inflation. 
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Don’t over complicate: Investors have three main objectives. 
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Stay focused on what matters. And enjoy the ride. 



Ned Davis 
Ned Davis Research © Copyright 2019 Ned Davis Research, Inc. Further distribution prohibited without prior permission. All Rights Reserved.  
See NDR Disclaimer at www.ndr.com/copyright.html. For data vendor disclaimers refer to www.ndr.com/vendorinfo/ 

Page 5  
DALBAR average equity investor performance results are calculated using data supplied by the Investment Company Institute. Investor returns are represented by the change in 
total mutual fund assets after excluding sales, redemptions, and exchanges. This method of calculation captures realized and unrealized capital gains, dividends, interest, trading 
costs, sales charges, fees, expenses, and any other costs. After calculating investor returns in dollar terms, two percentages are calculated for the period examined: Total 
investor return rate and annualized investor return rate. Total return rate is determined by calculating the investor return dollars as a percentage of the net of the sales, 
redemptions, and exchanges for each period. 20-year period ended 12/31/18. 

Page 8  
Maximum Drawdown: The peak to trough decline for an investment during a time period. 

Pages 11-12  
Fixed Income is represented by the Bloomberg Barclays Capital U.S. Aggregate Index which measures the U.S. investment grade fixed rate bond market.  
REITs are represented by the FTSE Nareit Equity REITs Index, a free-float market capitalization-weighted index which measures equity tax-qualified REITs that meet minimum 
size and liquidity criteria and are listed on the New York Stock Exchange, the American Stock Exchange, and the NASDAQ National Market System. 
International is represented by the MSCI EAFE® Index, a free float-adjusted market capitalization index that measures developed foreign market equity performance, excluding 
the U.S. and Canada.  
Emerging Markets are represented by the MSCI Emerging Markets Index (net), a free float-adjusted market capitalization-weighted index designed to measure equity market 
performance in the global emerging markets.  
Large-Cap Growth is represented by the Russell 1000® Growth Index, a market capitalization-weighted index of growth-oriented stocks of the 1,000 largest companies in the 
Russell Universe, which comprises the 3,000 largest U.S. companies.  
Large-Cap Value is represented by the Russell 1000® Value Index, a market capitalization-weighted index of value-oriented stocks of the 1,000 largest companies in the Russell 
Universe, which comprises the 3,000 largest U.S. companies.  
Small-Cap Growth is represented by the Russell 2000® Growth Index, a market capitalization-weighted index of growth-oriented stocks of the smallest 2,000 companies in the 
Russell Universe, which comprises the 3,000 largest U.S. companies.  
Small-Cap Value is represented by the Russell 2000® Value Index, a market capitalization-weighted index of value-oriented stocks of the smallest 2,000 companies in the Russell 
Universe, which comprises the 3,000 largest U.S. companies.  
Mid-Cap Growth is represented by the Russell Midcap® Growth Index, a market capitalization-weighted index of medium capitalization, growth-oriented stocks of U.S. companies. 
Mid-Cap Value is represented by the Russell Midcap® Value Index, a market capitalization-weighted index of medium-capitalization, value-oriented stocks of U.S. companies.  
Indexes are unmanaged, their returns do not reflect any fees, expenses, or sales charges, and are not available for direct investment. 

Important Asset Class Risk Considerations: Credit & Interest: Debt securities are subject to various risks, the most prominent of which are credit and interest rate risk. The 
issuer of a security may fail to make payments in a timely manner. Values of debt securities may rise and fall in response to changes in interest rates. This risk may be enhanced 
with longer-term maturities. Equity Securities: The market price of equity securities may be affected by financial market, industry, or issue-specific events. Focus on a particular 
style or on small or medium-sized companies may enhance that risk. Foreign & Emerging Markets: Investing internationally, especially in emerging markets, involves additional 
risks such as currency, political, accounting, economic, and market risk. Real Estate Investments: Investing in real estate investment trusts (REITs) may be negatively affected 
by factors specific to the real estate market, including interest rate, leverage, property, and management. 
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Distributed by VP Distributors, LLC, member FINRA and subsidiary of Virtus Investment Partners, Inc. 

3375 06-19 © 2019 Virtus Investment Partners, Inc. 

Virtus Investment Partners is committed to delivering 
educational content to help clients understand changing 

markets and make better investment decisions.  
 

To learn more about our insights and tools,  
please contact us at 1-800-243-4361 or visit Virtus.com. 

LPL Tracking #: 1-980149


