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The last time the market dropped double digits, numerous 
Republican candidates were lining up for president, tech fanatics 
awaited the arrival of Apple’s newest offering, and the world 
celebrated a joyful event in the lives of the British Monarchy.

Sounds like what came across your Twitter feed or what you read 
in the newspaper over breakfast this morning? Believe it or not, 
those events all happened back in 2011.

April to October of 2011 was the last period that the U.S. stock 
market experienced a market correction—a drop in the market of 
more than 10 percent but less than 20 percent.1 Four years ago is 
not ancient history by any means. But the length of time that has 
passed between the last market correction and now is atypical.

The market has been riding high for the past 44 months,2 now the 
third longest stretch without a correction since the S&P 500 Index 
was first introduced in 1957.3 Historically, a correction occurs on 
average of every 2.1 years.4

Propelled by the Fed’s continuing efforts to keep interest rates 
low, stocks have been the go-to option where investors found 
sizable returns over the past few years. However, experts say that 
winning streak will eventually come to an end, at least temporarily. 
That could be good news for long-term investors— if you stay calm 
and have a plan.

A Correction Isn’t a Crash
A market correction is just what the name implies—a correction 
to a market that has shot too high in valuation. The drop may 
seem a bit frightening at first. With 2008 still fresh in investors’ 
minds, it’s understandable why most of us would feel a tinge of 
apprehension. But don’t panic.

A correction is a natural part of the life cycle of the market. It 
doesn’t necessarily indicate that the market will nose dive into 
2009 territory of 50% market losses. If losses begin to creep 
above 20%, we’re no longer in a correction; we’re entering a bear 
market. The best way to evaluate your stance is by discussing your 
options with your advisor before a correction takes place.

How to Learn to Worry Less 
and Love a Market Correction 

Key Points

   A market correction is just what 
the name implies—a correction 
to a market that has shot too 
high in valuation. A correction is 
a natural part of the life cycle of 
the market. 

   Don’t sell just because others are 
selling. Long-term buy-and-hold 
investing may not be exciting, 
but it has historically been an 
effective strategy.

   The market’s cyclical nature is 
a fundamental truth investors 
need to keep in mind, and a 
diversified portfolio consisting 
of a broad assortment of 
investments is intended for just 
such an occasion.
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Data Source: Thomson Reuters, 
2/15; *T-Bills are guaranteed as to 
the timely payment of principal and 
interest by the U.S. Government 
and generally have lower risk-
and-return than bonds and equity. 
Equity investments are subject to 
market volatility and have greater 
risk than T-Bills and other cash 
investments. Fixed-income invest-
ments are subject to interest-rate 
risk (the risk that the value of an 
investment decreases when interest 
rates rise) and credit risk (the risk 
that the issuing company of a secu-
rity is unable to pay interest and 
principal when due) and call risk 
(the risk that an investment may be 
redeemed early).

INDEX PERFORMANCE IS NOT 
INDICATIVE OF FUTURE RESULTS. 
For illustrative purposes only. The 
performance shown is index perfor-
mance and is not indicative of any 
investment. Investors cannot invest 
directly in an index fund.
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Develop and Stick to a Sensible Plan
Timing the market is not advisable. But that doesn’t stop 
many investors from shifting their investments into cash 
in the hopes of avoiding market downturns. Consequently, 
they often miss the market’s best returns. Rather than 
trying to time the market, investors should focus on time 
in the market, allowing investment returns to compound 
year after year.

Selling off stocks after they dip during a correction may 
leave you worse off than you would be if you remained 
invested. Don’t sell just because others are selling. Instead 
of the significant volatility shown by quarterly returns, the 
market appears comparatively tranquil over a longer time 
period—an insight that may be forgotten amidst short-
term market swings. Long-term buy-and-hold investing 
may not be exciting, but it has historically been an 
effective strategy.

Be Greedy When Others are Fearful
“The more [the market] goes down, the more I like to 
buy,” said Warren Buffett on CNBC as he bought stocks 
during a selloff last fall.5 Consider taking advantage of 
a correction and turn the risk of volatility into a great 
opportunity buy at a discount if this strategy fits in with 
your time horizon and risk profile. Picking up stocks at a 
lower price can be a great way for investors to gain new 
investment opportunities with greater growth potential.

Discuss with your financial advisor ahead of time which 
buying strategy would best fit into your long-term 
plans before the signs of a correction begin to show 
themselves. Talk to your financial advisor to see what  
is most suitable for you.

The chart (FIGURE 1) below shows the effects of 
two different historical approaches to volatility. Each 
assumes $10,000 invested on 12/31/74 into the S&P 
500 Index and no taxes or transaction costs. The 
opportunistic investor added $2,000 each time the 
market dropped 8% or more in a month, and the 
apprehensive investor shifted assets in the face of 
volatility. Ultimately, the opportunistic investor had a 
return that was more than twice as high at the end.

Failing to Plan Is Planning to Fail
Speak with your advisor to better understand how you can 
position yourself now for what’s likely to come when the 
next correction occurs—whether it’s next month, next year, 
or several years from now. The market’s cyclical nature is 
a fundamental truth investors need to keep in mind, and 
a diversified portfolio consisting of a broad assortment of 
investments is intended for just such an occasion.
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n Opportunistic: Added $2,000 every time the 
market dropped 8% or more in a month 

n Apprehensive: Moved $2,000 into 30-Day 
U.S. T-Bills* every time the market dropped 
8% in a month As of 11/30/87, assets have fully 
transferred into a 30-Day T-Bill investment 
allocation

FIGURE 1

Two Hypothetical Approaches to Volatility: Growth of $10,000 Invested in S&P 500 Index (12/31/74-12/31/14)
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Notes
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We Think Independently
Hartford Funds offers investors a different perspective through our sub-adviser Wellington 
Management—one of the nation’s oldest and largest investment managers with $936 billion in assets 
under management (as of June 30, 2015). Wellington Management distinguishes itself through global 
collaboration, specialized research, and a private partnership structure.

We Invest Actively
In today’s complex and interconnected global markets, we believe that active management is a smart 
strategy for uncovering opportunities and managing risks. Our diverse line-up of more than 40 funds 
covers the spectrum of equities, fixed income, multi-strategy, and alternative investments. 

We Believe in the Power of Partnerships
Navigating today’s increasingly complex global markets requires a high level of sophistication and 
expertise. That’s why we believe every investor can benefit by partnering with a trusted financial 
professional who can help you build a diversified portfolio that’s customized for your needs.

Think Independently. Invest Actively. 

Why Hartford Funds?

Investors should carefully consider the investment 
objectives, risks, charges, and expenses of  
Hartford Funds before investing. This and other  
information can be found in the prospectus and 
summary prospectus, which can be obtained by 
calling 888-843-7824 (retail) or 800-279-1541  
(institutional). Investors should read them carefully 
before they invest.

All investments are subject to risks, including the 
possible loss of principal. Diversification does not 
ensure a profit or protect against a loss.  

Hartford Funds are underwritten and distributed by Hartford Funds Distributors, LLC. 

Hartford Funds Management Company, LLC is the Funds’ investment manager and the Funds 
are sub-advised by Wellington Management Company llp. Wellington Management Company 
llp is a SEC-registered investment adviser and is unaffiliated with Hartford Funds.

All information and representations herein are as of 8/15, unless otherwise noted.    
MF7353_0815   118200

hartfordfunds.com
888-843-7824
@hartfordfunds
hartfordfunds.com/linkedin 
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