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How stock markets perform after heavy falls

Stock markets have tumbled in the midst of the coronavirus outbreak. Analysis shows
how the biggest one-day falls in the past have been followed by substantial returns
over the subsequent five years.

Coronavirus concerns have swept through financial markets. Globally, stocks have endured some of
their worst performances since the days of the financial crisis.

For instance, the US stock market, as measured by the S&P 500, fell 7.6% in one day on 9 March
2020, its fifth worst trading day since 1988.

On the same day, UK stocks, as measured by the FTSE All-Share Index, fell sharply. It dropped 7.4%.

What next?

It is impossible to predict what may happen next. The severity of the disease and its long-term
economic impacts are still yet to be seen.

However, while the stock market has been quick to react, history shows it has a tendency to bounce
back strongly over time.

How stock markets perform after heavy falls 1



How the stock market bounces back

Using the US stock market as an example, the past three decades show the strongest five-year
rebound in the US brought a return of 164%. That is an annualised return of 21% in the five years
after a 6.7% fall for the S&P on 20 November 2008.

That date was during a particularly gloomy phase of the 2008-09 financial crisis.

Given the abject mood at the time, investors may have struggled to believe that an investment of
$10,000 made in the market at the start of that turbulent day would have grown to $26,400 within
five years, before charges.

Of course, past performance is not guaranteed to be repeated in the future. The returns are
illustrative and do not include any costs or fees. But the data underlines the historic resilience of
shares over longer timeframes, even following shocks.

The US stock market's ten worst days and their rebounds

Date Reason One day fall Return after oneyear  Return after five years
15/10/2008 Global financial crisis -9.0% 24.0% 109.0%
01/12/2008 Global financial crisis -8.9% 39.3% 146.3%
29/09/2008  Global financial crisis -8.8% -1.5% 69.9%
09/10/2008  Global financial crisis -7.6% 20.9% 103.5%
27/10/1997 Asian economic crisis -6.9% 23.4% 8.7%
31/08/1998 Russia defaults on loans -6.8% 39.8% 13.0%
20/11/2008 Global financial crisis -6.7% 48.8% 164.3%
08/08/2011 Eurozone debt crisis -6.6% 28.1% 117.0%
13/10/1989  Black Friday -6.1% -5.8% 63.8%
19/11/2008 Global financial crisis -6.1% 39.2% 147.5%

Past performance is not a guide to future returns.
Source: Schroders. Refinitv data correct as at 3 March 2020. Data shown is for the S&P 500 Total Return Index, which includes price increases and dividend payments.

A short history of the stock market’s worst days

As the table above shows, the pattern is repeated on many other of the ten worst one-day crashes.

Falls associated with the global financial crisis, including the Eurozone debt crisis, account for seven
of the ten worst days the US stock market has endured since 1989.

The most severe was a 9.0% fall on 15 October 2008. This was followed by a five-year return of 109%,
or an annual equivalent of 15.9%.

The credit crisis escalated into a full-blown financial crisis in 2008 with the collapse of the investment
bank Bear Stearns, and worsened with the failure of Lehman Brothers in September of that year.
This created a domino-effect among banks and insurers. Forced mergers and government bailouts
were required to stabilise markets.

Such crisis moments attract contrarian investors, such as the feted investor Warren Buffett who
invested $5 billion in Goldman Sachs in September 2008.
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And the worst of the rest
The stock market falls during the post-dotcom 2000 to 2003 slump did not make the top ten. A 5.8%
fall on 14 April 2000 was the 12%" worst. It was followed by a 7.4% loss five years later.

The data doesn't stretch back to Black Monday in October 1987 when US stocks fell 22% in a day,
their biggest ever one-day fall.

Time in the market
As the chart below shows, the stock market has provided healthy returns, despite the ups and
downs over the last three decades and providing you can keep your nerve.

A $1,000 investment in the S&P 500 at the end of 1988, left alone, could now be worth $22,678, not
adjusted for charges or inflation. That's an average annual return of 10.6%.

How a $1,000 investment could have grown since 1988
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Past performance is not a guide to future returns. The chart is for illustrative purposes only and does not reflect an actual return on any investment.
Source: Schroders. Refinitv data correct as at 3 March 2020. Data shown is for the S&P 500 Total Return Index, which includes price increases and dividend payments. Returns
have not been adjusted for charges or inflation.

The strongest FTSE rebound
It's a similar picture for the UK's FTSE All-Share. The strongest recovery from the ten worst days was
a 134% five-year gain following the worst of the banking crisis turbulence in the UK on 2 March

20009.

Again, like the S&P 500, the UK stock market has provided healthy returns, providing you can
stomach the ups and downs over the last three decades.

A £1,000 investment in the FTSE All-Share Index at the end of 1988, left alone, could now be worth
£14,016, not adjusted for charges or inflation.

Article written by Fusion Wealth.

The value of investments and the income from them may go down as well as up and investors may not get back the amounts originally invested.
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Important information:

Kellands (Hale) Limited is authorised and regulated by the Financial Conduct Authority (FCA Register number 193498, see http://www.fca.org.uk/register
for registration details) and registered in England and Wales. Kellands (Hale) Limited is a firm of Chartered Independent Financial Advisers and our scope
of permitted business activity under the FCA is restricted to advising and arranging life insurance, pensions, investments, protection, general insurance
and mortgage contracts following a fair and comprehensive review of the marketplace. The Financial Ombudsman Service (FOS) is an agency for
arbitrating on unresolved complaints between regulated firms and their clients. Full details of the FOS can be found on its website at www.financial-
ombudsman.org.uk. Registered Office: Kellands (Hale) Limited, 24 Victoria Road, Hale, WA15 9AD. Kellands (Hale) Limited is registered with the UK
Information Commissioner's Office as a Data Controller and we endeavour to follow all the guidelines and rules set out in General Data Protection
Regulation. Further details of our terms of engagement, general conditions, principles and legislation which cover how we work with you are available
from our Service Charter which is available on request.

Please note that past investment performance is not a guide to the future performance. Potential for profit is accompanied by the possibility of loss. The
value of investment funds and the income from them may go down as well as up and investors may not get back the original amount invested. Any
figures provided are for indicative illustrative purposes only.

The content of this market bulletin has been prepared by Fusion Wealth. It should not be viewed in isolation and is provided for information purposes
only. This market commentary should be considered in conjunction with other relevant information which is available, including that which is held
within the public domain. Any views or opinions expressed within this material are provided in good faith and based upon our understanding and
experiences of UK legislation, regulation and the financial services market place at this time which is subject to change without notice. The content
should not be construed as personal financial advice or any inducement to invest. Whilst we take responsibility to ensure that the information contained
within this material is accurate and up to date, we do not accept any liability for any errors or omissions. If you are in any doubt as to the validity of
information made available, we recommend you seek verification by contacting us in the first instance.
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