
Since 2022 started, both the stock and bond markets have been struggling.  It has, in our opinion, been 

because of a perfect storm of events like Ukraine, inflation and rising interest rates.  When you are in 

the middle of the storm, things sometimes appear overwhelming.  Please realize that these moments in 

time pass.  We have decades of experience working with hundred of clients and if there is one certainty, 

it is that staying calm and not making irrational moves based on emotion will give you much better 

performance over the long-term.  The most damaging 4 words in investing are “this time it’s different.”  

The truth is that markets have gone up and down significantly since the beginning of time and this time 

is no different. 

While we believe that no one can predict the short-term fluctuations in the markets, history tells us, 

time and time again, that over the long-term, markets are a wonderful way to grow your nest egg.  This 

means that investors should stay calm even through extreme movements.  While markets always move 

up and down, long-term market returns are still based on the same things:  stock dividend yields, bond 

interest, earnings growth and change in valuation.   Even the most extreme, extended market drop 

during the Financial Crisis from October 2007 to March 2019 was followed by a much longer bull market. 

The other issue is that if you panic and want to sell, history shows that you will do worse.  For example, 

if you missed the best 20 days in the S&P 500 over the last 20 years, your average annual return would 

shrink to 0.1% from the 6% you would have earned if you stayed the course. 

We incorporate a risk management strategy for every client based on their age, risk profile and goals.  

The reason that this works is that we based our recommendations on your specific time horizon.   This is 

one of the most misunderstood lessons in finance: volatility means opportunity.  This is because when 

markets decline from recent highs, they are trading at a discount and will likely recoup the losses at a 

future date.  By “buying low” you get more shares so your average cost per share is lower.  It works the 

other way as well.  If you sell during a downturn, you lock in those losses and prevent your portfolio 

from recouping those gains when the downturn ends because you are sitting in cash. 

Unless you are cashing out your entire portfolio right now, the loss of principal in your portfolio is a 

“paper loss”, which means that you have not lost anything unless you panic and decide to liquidate your 

holdings.  Paper losses, while making us nervous when we look at our portfolio, really have nothing to 

do with your long-term performance.  In fact, many experts believe that downturns are actually healthy 

for the market since it allows new money to enter the system.  For example, if you are running a large 

pension fund or hedge fund, you would not invest all of your client’s money when the market is 

hovering near all-time highs.  Instead, you would wait until you can invest at a discount.  So, when we 

have downturns, the influx on new cash (mostly institutional money) benefits all of us and allows the 

market to go higher in the future. 

All in all, we want you to know that we are here for you.  We understand that your money is important 

to you and your future.  We take that responsibility very seriously and want to communicate with you 

when times are both good and bad.   We also want to alleviate any fears you have about the recent 

market drop.   If you want to discuss your portfolio or the markets further, please do not hesitate to 

reach out. 

Thanks, 

Rich, Todd and Dennis 


