
 
 

 

 
 
 
  
 
 
 
 
 

Don’t Let Your Emotions Guide Your Investment Strategy 
 

If we could all have it our way, every time we bought an investment, it would be at the lowest price, and 
when we finally sell, it would be at the highest price. 
 
Throughout the market cycle, investors will be affected by their emotions, good or bad.  The chart below 
shows the host of emotions that some of us may go through at different points of the market cycle.  
 

 
 (PGIM Investments, 2022) 

 
Where on this chart are you now?  
 
Have you ever felt any of these emotions while looking at the value of your investments day-to-day, 
month to month, or year to year?  If the answer is yes, then you are like the rest of us.  
 
Even though it is difficult to watch your account values go down during difficult market conditions, we 
should remember these four Principals of Prudent Investing.   (PGIM Investments, 2022) 

1. Set clear, realistic, long-term goals 
2. Keep investing, regardless of market fluctuations 
3. Diversify—don’t put all of your eggs in one basket 
4. Select quality investments with professional advice 

 
When we let our emotions drive our investment choices, it becomes difficult to set clear long-term goals.  
When things get tough, we may decide to exit the market to stop losing any more of our hard-earned 
money, even if that doesn’t fit in with our long-term goals.  
 



 

 
The problem becomes, “When do we get back in the market?”  
 
Looking back at market history from January 2002 – December 2021, the S&P 500 had an annualized 
return of 9.52%.  That period encompasses the Financial Crisis from October 2007 through March 2009, 
which brought the market down 56% at its worst.  Also captured in the period was the 2020 Coronavirus 
Stock Market Crash, which dropped the Dow Jones down 37%.  Through both stock market crashes, the 
average return was still 9.52% for the S&P 500 if you had stayed invested through the good and bad 
times.   (PGIM Investments 2; 2022) 

 
The key here was staying invested.  If you had let your emotions over-ride your long-term objectives and 
exited the market, your returns could have been severely limited.  For example, let’s say that you moved 
your funds to cash during both crashes and did not re-enter until you felt comfortable.  Well, if you would 
have missed just 10 of the best return days, your annual rate of return would have gone from a 9.52% 
down to a 5.33%, and if you missed just 30 of the best days, your return over that period would have been 
0.43%.   (PGIM Investments 2; 2022) 
 
Everyone's situation is different, and it may be an appropriate decision for you to move some or all the 
funds to cash if it fits within your long-term goals.  
 
Please reach out to our office with any questions about your investments, and we can review together your 
long-term goals to ensure you invested correctly to meet them.  
 
Jacob S. Bierstedt, CFP®, ChFC® 
Director of Financial Planning 
 
 

References 
PGIM Investments 2; (2022).  "Time In" The Market Not "Timing" The Market.  Newark: Prudential Financial, Inc. 
PGIM Investments.  (2022).  Emotional Investing Can Take You Off Course.  Newark: Prudential Financial, Inc. 
 
 
 
 


