
5Volatility
Lessons About

to Learn from the History of Markets



Since the �nancial crisis, stock 
investors have been treated
to above average returns with 

historically low volatility.
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With volatility back on the table again, investors 
are re-learning what it’s like to cope with an 

uncertain and sometimes tumultuous market.

and this is now.

Over this �ve-year period, investors got 
accustomed to a fast-rising stock market that 

was also quite stable and predictable.

But that was then...



While higher volatility can be a source of uncertainty for 
even the most seasoned investors, a look at historical 

data over the last century can help ease these concerns.

Here are 5 useful lessons you can 
learn from the history of markets 
and volatility.

Learning
from History

[ Source: stockcharts.com, accessed Jan 19, 2019 ]

Despite these massive swings, the patient investors that 
endured them and remained fully invested, ended up seeing
exceptional returns with their portfolios.
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14 of the 20 biggest swings
occurred before 1940.

Largest Daily % Gains / Ranking Largest Daily % Losses / Ranking

In fact, if you look at historical swings in 
the Dow Jones Industrial Average, you’ll 
see that many of the biggest ones were 
more than 80 years ago.

Lesson
Volatility isn’t new

Dow Jones Industrial Average3

Volatility isn’t a new phenomenon, 
and it’s actually as old as the stock 
market itself.
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price swing every
trading week1% price swing every

trading month2%That works out
roughly to:

[ Source: New York Life Investments, accessed Jan 19, 2019 ]

Volatility is actually
the status quo

In the last century, volatility has been ever-present in the 
markets. Between 1935 and 2018, the S&P 500 has seen:

2Lesson

1,094
days
+/- 2%

price movements

4,563
days
+/- 1%

price movements

Yet, over this lengthy 
time period, and after all 
of that volatility, the S&P 
500 has grown by:

+25,290%
1935 2018



Daily price swings can 
feel like a roller coaster.

But if you take a step back and look
at the big picture, this volatility is just
a blip on the radar.
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For example, here is a chart of the S&P 500
from August, 1990 to February, 1991.

Daily volatility was rampant, 
and investors were uncertain.

Any short-term volatility disappears
with a long-term view3Lesson



[ Source: stockchart.com, accessed Jan 19, 2019 ]
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But zoom out to a 10-year chart, 
and these daily or weekly swings 
are barely noticeable.

And if you zoomed out to a typical long-term 
investor’s horizon of 30 or 40 years?
These daily swings end up
being microscopic in comparison 
to the long-term trend.



Given that volatility has been around 
forever and that it’s extremely common, 

that makes it fairly unavoidable.

To weather periods of volatility,
it is imperative to build a resilient 
portfolio by diversifying between 
different asset classes.
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Volatility can be easily weathered
with a resilient portfolio4Lesson

Year-over-year risk-adjusted returns, key asset classes4

[ Source: Morningstar, accessed Dec 31, 2018 ]



These assets can zig when others zag, 
making them a potentially valuable hedge.

Example
Gold, alternative assets, 
municipal bonds

Example
Stocks that pay dividends, 
or bonds that pay interest

Certain assets have weathered 
periods of volatility better than 
others. Here are some traits to 
look for:

Resilient portfolios seek to use these 
kinds of traits to their advantage.

Low correlation
with the market

During uncertain times, there are still 
companies with stocks that will thrive. 
They are usually bigger companies 
with conservative balance sheets and 
durable competitive advantages.

Example
Quality stocks in healthcare, consumer staples, 
telecoms, REITs, and utilities sectors

Defensive or
non-cyclical

When times are uncertain, the market 
historically puts extra value on assets 

that generate real cash �ow.

Generates
cash �ow

1
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Investing in equities comes with 
risks, but historically, it has also 
had the best returns over time.

If stocks have historically o�ered the 
best long run gains - and volatility is 
an unavoidable aspect of investing in 
stocks - then we must learn to accept 
volatility for what it is.

Volatility reminds us that
there is no reward without risk5Lesson

Equities 6.7%
Gov’t. Bonds 2.6%
Cash 0.5%

U.S. real asset returns5

(Annualized, 1925-2014)



Even better, we must learn to build 
resilient portfolios that have the potential 
to weather any storm, while seeking to 

minimize these effects.

Presente d by

When the markets waver,
we don’t.
lowvolatilitysolutions.com

[ Source: Visual Capitalist ]



For more information
800-624-6782
nylinvestments.com/funds

Disclaimer:
New York Life Investments is a service mark and name under which New York Life Investment 
Management LLC does business. New York Life Investments, an indirect subsidiary of New York 
Life Insurance Company, New York, NY 10010, provides investment advisory products and services. 
Securities distributed by NYLIFE Distributors LLC, 30 Hudson Street, Jersey City, NJ 07302.
NYLIFE Distributors LLC is a Member FINRA/SIPC.

Past performance is no guarantee of future results, which will vary. It is not possible to invest directly in an index.

1. The S&P 500®Index is widely regarded as the standard index for measuring large-cap U.S. stock market 
performance.

2. The Volatility Index, or VIX, is a real-time market index that represents the market's expectation of 
30-day forward-looking volatility.

3. The Dow Jones Industrial Average (DJIA) is a price-weighted average of 30 significant stocks traded on 
the New York Stock Exchange (NYSE) and the Nasdaq.

4. Government bonds are represented by the Bloomberg Barclays U.S. Government Bond Index, which
is composed of the Bloomberg Barclays Treasury Bond Index (all public obligations of the U.S. Treasury, 
excluding flower bonds and foreign-targeted issues) and the Bloomberg Barclays Agency Index (all publicly 
issued debt of U.S. government agencies and quasi-federal corporations, and corporate debt guaranteed 
by the U.S. government). Corporate bonds are represented by the Bloomberg Barclays U.S. Credit 
Bond Index, which measures the investment grade, U.S. dollar denominated, fixed-rate, taxable corporate 
and government related bond markets. It is composed of the U.S. Corporate Index and a non-corporate 
component that includes foreign agencies, sovereigns, supranationals and local authorities. Municipals are 
represented by the Bloomberg Barclays Municipal Bond Index, which covers the U.S. dollar-denominated 
long-term tax-exempt bond market. The index has four main sectors: state and local general obligation 
bonds, revenue bonds, insured bonds, and pre-refunded bonds.
U.S. equity is represented by the S&P 500 Index, which is widely regarded as the standard for measuring 
large-cap U.S. stock-market performance.

5. US asset returns: The US indices used in this study were provided by the Center for Research in Security 
Prices (CRSP) at the Graduate School of Business of the University of Chicago. The value-weighted equity 
index covers all common stocks trading on the New York, Nasdaq, and Arca Stock Exchanges, excluding 
ADRs. For the bond index, the CRSP has used software which selects the bond that is closest to a 20-year 
bond in each month. The same methodology has been employed for Cash, which is represented by the 
30-day T-Bill.
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