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November 2019:  Stock Market Crashes and Your Retirement 
 
US stocks in particular are having a better than 
decent 2019, as least so far. If the gains hold, and 
that may be a big “if”, it will help make up for an 
uninspiring 2018. But with the gains come age-
old questions. Can I afford to retire next year? 
Will my nest egg last a lifetime? Should I pull 
back and take some gains? Can I sleep at night 
after another market decline? How long can this 
bull market go on? 
 
Is the 1500% cumulative return of the S&P 500 from 1987 to 2019 shown in the chart at all relevant today? 
What about the recession periods highlighted in gray? 
 
Let’s go back in time with (imagined) investors, the Jacubowskis. Not all the way back to the Great Depression 
but to the October crash of 1987. Mr. “J” was 65, and just retired.  Mrs. “J” was 60.  The couple celebrated with a 
trip to Quebec City days before October 19th.  
 
Known as Black Monday, the 19th looks like just a tiny blip at the chart’s lower left. The nature of graphing and 
the number of years illustrated make it seem like nothing, if you can call a one-day price decline of 22% 
“nothing”. It would be especially hard to call it that with no more paychecks arriving. 
 
Forward to 2019. Blessed with good genes and the expected longer lifespan afforded women, Mrs. “J” is 92 
today. Mr. “J” would be 97, had he not died in a nursing home in 2013. Old enough to be touched by the 
Depression years, young enough to have served in WWII.   
 
That memorable visit to French Canada? 32 years, 3 children, 5 grandchildren and 3 great grandchildren ago. 
College expenses, business setbacks, bull markets and bears. Roughly the time frame we might all look forward to 
in retirement, with or without the family dynasty. 
 
Said differently, those 32 years witnessed 3 US recessions, 3 US market crashes of more than -20%. And 
countless stock price hiccups between -5% and -20%. 
 
By today’s standards Mrs. Jacubowski is lucky to have a Survivor Pension with modest cost of living adjustments, 
spousal Social Security benefits, and a once impressive investment portfolio that is not quite exhausted yet. Not 
all widows, widowers, and single persons are as lucky. 
 
The chart on page one illustrates not only a long-term cumulative gain, but also an average annual return of the 
S&P 500 from January 1987 through October 2019 of about 10% per year. Adjusting for annual inflation, that 
averaged return drops to about 7% (using govt. supplied CPI inflation).  
 
What if the Jacubowski portfolio was not 100% in the stock market but conservatively diversified to be just half 
stocks, and half bonds and cash? The return drops to around 4%-5%, net of inflation (before taxes and investment 
expenses). But by diversifying with bonds and cash, the Jacubowskis were better able to withstand daunting 
volatility over those 32 years, without having to sell stocks at a loss to cover expenses, to not lose much sleep 
over crises, and with cash to go bargain hunting when prices tumbled. 
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In hindsight, it might have been wiser to hold a larger percentage in stocks of all types—or not. Tolerance 
for market risk, personal preference, the percentage of needed income provided by stable sources 
(pensions, etc.), expected lifespan, the importance of leaving an estate for heirs should be among the factors 
weighed in making such a decision. 
 

The Jacubowski’s children are now about the age to address these same questions, if they haven’t already. Like 
their parents, they may well have 20 to 30 years or more in retirement ahead.  
 

So, how might they weight these factors in order to make important decisions? 

 - Choose retirement date     - Maintain or revise investment strategy  

 - A basic budget during retirement years  - Afford a vacation home, etc.  
 

Perhaps they can, with the help of modern financial planning programs, a growing body of investment research to 
guide investment, and advisors freer of the conflicts of interest prevalent years ago?  
 

But can financial advisors with their tools really forecast out 32 years, or whatever timeframe might be 
relevant?  Can advisors accurately predict market declines? Or would advisor time with clients be better 
spent asking, What If? And confirming with them the actions to take now plus the contingency plans for 
what can’t be adequately forecast. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Above is a clue. The “VIX” (blue line) is a data intensive and computer-generated calculation of market 
sentiment. It is a popular indicator used by traders to assess, for example, if the market is too high, therefore it’s 
time to get out. That big blue spike (Christmas eve 2018) coincides with decline that day of the broad US Market 
represented by S&P 500 index (orange line). You don’t need a weather forecast to tell you it’s already snowing. 
You need a winter coat and boots at the ready.  And, a planning and investment strategy to protect you from panic 
selling when the danger indicator is wrong, and the market moves up for months to come. 
 

 

Fred R. Fadel, CFP® 
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