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Making sense of the market 
drawdown: what history has 
shown us 
Key takeaways  

• Markets are reacting to uncertainty and 
fear. This is likely to continue in the short term 
until there’s more evidence of containment of 
COVID-19. 

• Prior to this event-driven correction, market 
fundamentals were supportive of risk assets. As 
certainty eventually returns to the market, we 
believe a material re-risking will take place and 
that investors are best served by maintaining a 
medium- to long-term investment horizon. 

• We’ve been through corrections before, and we 
believe experience and expertise are critical to 
navigating through volatile markets. 

 

Markets may be dominated by uncertainty, 
but experience counts 

Without a doubt, the news cycle and what we’re 
experiencing in the markets have investors on 
edge, with major market indexes globally now in 
bear territory.0F

1  This period of volatility and 
uncertainty is likely to continue until the COVID-19 
outbreak is contained—particularly in the United 
States and Europe—and when we see a more 
coordinated policy response from governments and 
central banks worldwide. At this point, we’re now 

 
1 Bloomberg, March 12, 2020 

operating with the view that the world economy is in 
a recession, one that we expect to be short lived but 
significant in magnitude. Given how quickly markets 
reacted and began to price in a recession, we feel 
that they can rebound just as quickly once there’s 
better visibility. In our view, the foundation for the 
turnaround is beginning to take shape, with 
valuations improving, interest rates at low levels, 
government stimulus efforts under way, inventory 
levels in need of a rebuild, and the potential for 
pent-up consumer demand.  

Perspective is important. Seasoned investors who 
have experienced other sharp market sell-offs will 
probably remember that it’s often wise not to react 
drastically to dramatic movements in the market. 
Instead, investors should rely on the tools that they 
have at their disposal to ensure they’re positioned 
for the next phase of the market 
environment. Paraphrasing our Chief Investment 
Officer of Fixed Income John F. Addeo, CFA: We 
aren’t epidemiologists, doctors, or politicians—we 
are investors. Our job is to use available information 
and synthesize it into actionable items and take the 
most appropriate course of action.  

Diversification has typically been able to help 
mitigate the worst impact of market 
drawdowns.1F

2 Defensive assets such as low beta 
equity strategies, real estate, infrastructure, and 
liquid alternatives often come into their own in times 
of market stress. It also goes without saying that 
when uncertainty spikes, high-quality assets—in 
particular, those with a safe-haven status, such as 
gold, select currencies, and US Treasuries—exhibit 
strong protection characteristics. These assets can 
offer ballast and help to mitigate volatility. 

 
2  Diversification or asset allocation does not guarantee a profit or 
eliminate the risk of a loss.  

In times of extreme volatility and wild market swings, it can be very easy to give in to our emotional 
instincts and head for the exits. However, Nathan W. Thooft, CFA, head of our asset allocation 
team, urges patience and long-term thinking. Staying calm is the most sensible decision that 
investors can make right now.    
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What history has taught us 

At this stage, we expect a market rebound when 
more certainty returns. We don’t have a crystal ball 
on when this might occur, but we believe that we’re 
closer to the end of the correction than the 
beginning. Crucially, historical market performance of 
equities after steep market sell-offs of this magnitude 
certainly suggests that a rebound will take place. 
Historical data also shows that when stock markets 
come back, the rebounds are typically sharp, 
sustained, and can happen very quickly. What 
history has taught us is that despite our emotional 
responses, it makes sense to stay invested, 
particularly for those with a longer investment 
horizon. 

Chart 1: S&P 500 Index ten worst days 

Date One-day 
drawdown 

Return 
after 
1year 

Return 
after 3 
years 

Return 
after 5 
years 

Return 
after 10 
years 

15 Oct 
2008 -9.0% 24.0% 41.4% 109.0% 275.4% 

1 Dec 
2008 -8.9% 39.3% 62.9% 146.3% 315.0% 

29 Sep 
2008 -8.9% -1.5% 12.2% 69.9% 226.4% 

9 Oct 
2008 -7.6% 20.9% 40.5% 103.5% 292.2% 

27 Oct 
1997 -6.9% 23.4% 62.0% 8.7% 102.5% 

31 Aug 
1998 -6.8% 39.8% 22.5% 13.0% 60.1% 

20 Nov 
2008 -6.7% 48.8% 68.7% 164.3% 334.5% 

8 Aug 
2011 -6.6% 28.1% 82.2% 117.0% N/A 

13 Oct  
1989 -6.1% -5.8% 35.6% 63.8% 396.3% 

19 Nov  
2008 -6.1% 39.2% 58.0% 147.5% 312.8% 

 
Manulife Investment Management, Refinitiv, as of 12 March 2020. Data 
shown is for the S&P 500 Index, which includes price increases and 
dividend payments. Past performance does not guarantee future 
results. 
 

 

 

 

 

History also teaches us that staying invested over 
the long term can smooth out the volatility of 
returns. 

Chart 2: Volatility of rolling returns within the 
S&P 500 index (January 2000–February 2020) 

 

Source: Manulife Investment Management, Morningstar Direct, as of 12 
March 2020. Past performance does not guarantee future results. 

 

And finally…  

With each passing day during this period of market 
uncertainty, we think it’s important to monitor 
market developments and debate the most sensible 
way to position portfolios. While it may not be easy, 
it makes the most sense for us to check our 
emotions at the front door and focus on long-term 
goals. Turmoil can often lead to opportunity. But 
above all, be well and stay healthy.   
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Disclaimers    

Investing involves risks, including the potential loss of principal. Financial 
markets are volatile and can fluctuate significantly in response to company, 
industry, political, regulatory, market, or economic developments. These risks 
are magnified for investments made in emerging markets. Currency risk is the 
risk that fluctuations in exchange rates may adversely affect the value of a 
portfolio’s investments.  
The information provided does not take into account the suitability, 
investment objectives, financial situation, or particular needs of any specific 
person. You should consider the suitability of any type of investment for your 
circumstances and, if necessary, seek professional advice. 

This material, intended for the exclusive use by the recipients who are 
allowable to receive this document under the applicable laws and regulations 
of the relevant jurisdictions, was produced by, and the opinions expressed 
are those of, Manulife Investment Management as of the date of this 
publication, and are subject to change based on market and other conditions. 
The information and/or analysis contained in this material have been 
compiled or arrived at from sources believed to be reliable, but Manulife 
Investment Management does not make any representation as to their 
accuracy, correctness, usefulness, or completeness and does not accept 
liability for any loss arising from the use of the information and/or analysis 
contained. The information in this material may contain projections or other 
forward-looking statements regarding future events, targets, management 
discipline, or other expectations, and is only as current as of the date 
indicated. The information in this document, including statements concerning 
financial market trends, are based on current market conditions, which will 
fluctuate and may be superseded by subsequent market events or for other 
reasons. Manulife Investment Management disclaims any responsibility to 
update such information. 

A widespread health crisis such as a global pandemic could cause substantial 
market volatility, exchange trading suspensions and closures, and affect 
investment performance. For example, the novel coronavirus disease 
(COVID-19) has resulted in significant disruptions to global business activity. 
The impact of a health crisis and other epidemics and pandemics that may 
arise in the future, could affect the global economy in ways that cannot 
necessarily be foreseen at the present time. A health crisis may exacerbate 
other pre-existing political, social and economic risks. Any such impact could 
adversely affect investment performance, resulting in losses to your 
investment. 

Neither Manulife Investment Management or its affiliates, nor any of their 
directors, officers or employees shall assume any liability or responsibility for 
any direct or indirect loss or damage or any other consequence of any person 
acting or not acting in reliance on the information contained herein. All 
overviews and commentary are intended to be general in nature and for 
current interest. While helpful, these overviews are no substitute for 
professional tax, investment or legal advice. Clients should seek professional 
advice for their particular situation. Neither Manulife, Manulife Investment 
Management, nor any of their affiliates or representatives is providing tax, 
investment or legal advice. Past performance does not guarantee future 
results. This material was prepared solely for informational purposes, does 
not constitute a recommendation, professional advice, an offer or an invitation 
by or on behalf of Manulife Investment Management to any person to buy or 
sell any security or adopt any investment strategy, and is no indication of 
trading intent in any fund or account managed by Manulife Investment 
Management. No investment strategy or risk management technique can 
guarantee returns or eliminate risk in any market environment. Diversification 
or asset allocation does not guarantee a profit nor protect against loss in any 
market. Unless otherwise specified, all data is sourced from Manulife 
Investment Management. 

Manulife Investment Management 

Manulife Investment Management is the global wealth and asset 
management segment of Manulife Financial Corporation. We draw on more 
than 150 years of financial stewardship to partner with clients across our 
institutional, retail, and retirement businesses globally. Our specialist 
approach to money management includes the highly differentiated strategies 
of our fixed-income, specialized equity, multi-asset solutions, and private 

markets teams—along with access to specialized, unaffiliated asset 
managers from around the world through our multimanager model. 

These materials have not been reviewed by, are not registered with any 
securities or other regulatory authority, and may, where appropriate, be 
distributed by the following Manulife entities in their respective jurisdictions. 
Additional information about Manulife Investment Management may be found 
at www.manulifeam.com. 
Australia: Hancock Natural Resource Group Australasia Pty Limited, 
Manulife Investment Management (Hong Kong) Limited. Brazil: Hancock 
Asset Management Brasil Ltda. Canada: Manulife Investment Management 
Limited, Manulife Investment Management Distributors Inc., Manulife 
Investment Management (North America) Limited, Manulife Investment 
Management Private Markets (Canada) Corp. China: Manulife Overseas 
Investment Fund Management (Shanghai) Limited Company. European 
Economic Area and United Kingdom: Manulife Investment Management 
(Europe) Ltd. which is authorised and regulated by the Financial Conduct 
Authority, Manulife Investment Management (Ireland) Ltd. which is authorised 
and regulated by the Central Bank of Ireland Hong Kong: Manulife 
Investment Management (Hong Kong) Limited. Indonesia: PT Manulife Aset 
Manajemen Indonesia. Japan: Manulife Asset Management (Japan) Limited. 
Malaysia: Manulife Investment Management (M) Berhad (formerly known as 
Manulife Asset Management Services Berhad) 200801033087 (834424-U) 
Philippines: Manulife Asset Management and Trust Corporation. Singapore: 
Manulife Investment Management (Singapore) Pte. Ltd. (Company 
Registration No. 200709952G) Switzerland: Manulife IM (Switzerland) LLC. 
Taiwan: Manulife Investment Management (Taiwan) Co. Ltd. Thailand: 
Manulife Asset Management (Thailand) Company Limited. United States: 
John Hancock Investment Management LLC, Manulife Investment 
Management (US) LLC, Manulife Investment Management Private Markets 
(US) LLC and Hancock Natural Resource Group, Inc. Vietnam: Manulife 
Investment Fund Management (Vietnam) Company Limited.  
Manulife Investment Management, the Stylized M Design, and Manulife 
Investment Management & Stylized M Design are trademarks of The 
Manufacturers Life Insurance Company and are used by it, and by its 
affiliates, under license. 
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