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BULL AND BEAR

Emotional Investor Series 
The Terrorist Attacks on September 11, 2001 

White Paper
The Emotional Investor Series explores how current events could lead investors to what we call Emotional 
Market Timing. 

The Terrorist Attacks on 9/11 white paper explores how events like the attacks on September 11, 2001, can 
create fear in the markets and magnify their volatility. 
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We define Emotional Market Timing as when an investor, nervous about domestic, world or market events, in 
essence panics and engages in an almost spontaneous act of selling their investments.

While every market is different, and past performance is never an indication of future results, as we see it, 
Emotional Market Timing may not be the ideal strategy to use when dealing with stock market fear because 
it centers on alarm rather than conscious rational action. 

We feel, the key in grasping the dangers of Emotional Market Timing lies in the understanding that in our 
view, markets will generally rise and fall in cycles, typically moving in large chunks and in many times in what 
we consider to be short time periods.

After a major event, many times the market may decline significantly and do so in a relatively short period. If 
an investor employs Emotional Market Timing and panics out of the market, in essence locking in their losses, 
they may find themselves sitting on the sidelines as the market is moving back up with nothing but their 
losses and what is left of their investment.

In this edition of the Emotional Investor Series, we will look at the fear that was created in the markets after 
the terrorist attack on September 11, 2001.

After the horrific attacks of 9/11, for the first time ever, the stock market closed for a total of four consecutive 
business days.  

When they opened on Monday, September 17, 2001, the markets were down sharply. In fact, from September 
17, 2001, through September 21, 2001, the S&P 500  Index was down -11.56%*.

Hypothetically, if you had $100,000 invested in the market and due to Emotional Market Timing, you sold your 
investment on September 21st, you would have locked in $11,560 of losses and been sitting on the sidelines 
with only $88,440 of your investment left while the market events unfolded over the next 14 weeks*.

During the little more than three months after the attack, the markets dealt with fears of terrorist attacks, 
anthrax scares and other events that heavily weighed on the minds of investors. Despite these concerns, 
from September 21st through December 31st, 2001 the market recovered quickly and over this relatively 
short time span, was up 19.34%*.

In fact, what is most interesting is that on December 31st, 2001, the market actually closed 5.54% higher than 
September 10, 2001, the day before the terrorist attacks*.

Your hypothetical $100,000 would be worth $105,544 rather than the $88,440 it may have been worth had 
you redeemed on September 21st*.

Events like attacks on 9/11 typically magnify the volatility in the markets.  It is natural for investors to get 
nervous.  In this case we saw the market lose over 11% in 5 days only to gain over 19% the next in 14 weeks*.

Due to markets generally rising and falling in cycles, typically moving in large chunks and many times, 
in what we consider to be short time periods, Emotional Market Timing may not be a prudent 
strategy to employ.
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Disclosures

¹Source: Bloomberg and Dunham & Associates

Investments are subject to risks, including possible loss of principal. Investors should consider the investment 
objectives, risk factors and expenses of any investment carefully before investing. Diversification does not guarantee 
profit or ensure against loss.

The S&P 500, or the Standard & Poor’s 500, is a stock market index based on the market capitalizations of 500 
large companies having common stock listed on the NYSE or NASDAQ. The S&P 500 Index components and 
their weightings are determined by S&P Dow Jones Indices. It differs from other U.S. stock market indices, 
such as the Dow Jones Industrial Average or the Nasdaq Composite index, because of its diverse constituency 
and weighting methodology. It is one of the most commonly followed equity indices, and many consider it 
one of the best representations of the U.S. stock market, and a bellwether for the U.S. economy.  You cannot 
invest directly in an index.

All examples are hypothetical and are for illustrative purposes only. We encourage you to seek personalized 
advice from qualified professionals regarding all personal finance issues. The solution for an investor depends 
on their and their family’s unique circumstances and objectives. 

Information contained in the materials that are included in Bull & Bear in a CloudSM Marketing Campaign is 
believed to be from reliable sources, but no representations or guarantees are made as to the accuracy or 
completeness of information. This document is provided for informational purposes only and should not be 
construed as individual investment advice.  


	For More Information: For more information on the Calm, Steady & Common Sense Series or any of the Bull and Bear white papers or presentations, please call us at (219) 627-1094.
	Logo: 
	Contact Info: Chris Janota | 1518 119th St. Suite 405, Whiting, IN 46394 | p: 219.627.1094 | www.envoywealthmanagement.com
	Additional Disclosures: Securities offered through Cambridge Investment Research, Inc., a Broker/Dealer, Member FINRA/SIPC. Advisory services offered through Cambridge Investment Research Advisors, Inc., a Registered Investment Advisor. Cambridge and Envoy Wealth Management LLC are not affiliated. 


