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Will History Repeat Itself?
Imagine your favorite store having a massive sale dramatically marketing prices down. There would be a line around the 
block. But what if that store marked prices way up? Yet investor behavior tends to be the exact opposite when markets 
decline. Which investor do you want to be?

Consider the following example of 4 plan participants through 3 distinct trough and peak time periods: 1) Investor goes to 
cash at the bottom of the market, 2) Investor leaves investment but stops making contributions, 3) Investor continues plan 
contributions at the same level, and 4) Investor increases the amount of plan contributions.



Source: Morningstar

SUMMARY: It’s not easy to watch the markets fall, and it’s sometimes hard for investors to remember why they agreed to take 
on risk. But the data included in this report confirms that investors with a long-term time horizon should be reminded to keep 
investing on a regular schedule. The stock market draws the most attention on its best and worst days.

For those investing for a long-term goal, the following are three sound reasons to keep investing, even in the worst times:

1. Dollar cost averaging in market downturns - It’s an effective investment strategy that not only benefits from price 
volatility, but also maintains discipline.

2. The best days in the market often follow the worst – to realize the biggest gains, investors usually have to be invested at 
the lowest points.

3. Long term goals can survive – for investors saving for a big, important goal more than 5 years away, a diversified portfo-
lio can help achieve those goals. Equity markets have never failed to regain a prior peak.  Buying and holding a portfolio 
of diversified investments is effective for most long-term investors.

Simply put: Don’t panic and stick it out through the good and  the bad.
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Important Information: 
The scenarios presented reflect the following assumptions:
• Initial portfolio is assumed to be $100,000.
• Scenario Descriptions:

o  “Cash at bottom” assumes that the investor would sell the entire portfolio to cash at the market bottom, earning a money-market rate of interest, and 
suspends all contributions.

o  “Stop contribution at bottom” assumes the investor would maintain the current holdings of the portfolio, but suspend all contributions beginning at 
the market bottom.

o  “Continue contributions” assumes the investor would maintain the current portfolio allocation and continue saving an additional $500/m.
o  “Increase contribution from Bottom” assumes the investor would increase savings from $500/m to $1,000/m at the market bottom.

• All return data is monthly.
• Each portfolio is allocated 80% S&P 500, 20% Bloomberg Barclays U.S. Aggregate Bond
• For each respective chart, the beginning time period and market bottoms:

o  October 1987 – market bottom on December 1987
o  January 2000 – market bottom on October 2002
o  January 2008 – market bottom on March 2009 

The information provided herein is the opinion of The Pacific Financial Group (“TPFG”), a registered investment adviser, and may change without notice at the discretion 
of TPFG. the information presented is believed to be accurate but has not been independently verified. TPFG makes no warranties as to the accuracy of the information 
or any representations made or implied. The information should not be construed or interpreted as an offer or solicitation to purchase or sell a financial instrument or 
service. The information is for informational purposes only and should not be relied on or deemed the provision of tax, legal, accounting or investment advice. Past 
performance is not a guarantee future results. All investments contain risks to include the total loss of invested principal. Diversification does not protect against the risk 
of loss. The S&P 500 index represents the broader market, is unmanaged and cannot be invested in directly. Indices do not consider the costs, fees, trading, dividends or 
performance that an investor would otherwise experience when investing.
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