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Key principles to remember during these volatile times

At times like this, it is sometimes worth reminding ourselves 
that it is this uncertainty of shorter-term market outcomes 
that delivers investors with returns above those of bank 
deposits.  Investing allows us to grow our purchasing power 
over time.  

In the case of equities, this uncertainty can be high as the 
market adjusts its view of long-term earnings and the 
discount rate it uses to establish market prices.  If there 
was no uncertainty, then there would be no equity premium.
You may be asking yourself whether this health-driven 
market event is different to those that have gone before.  It 
is, but only because every market fall is driven by a different 
combination of events that impact on future corporate 
earnings.  

What should remain the same is your response to it: avoid 
panic, avoid unnecessary emotionally driven investment 
activity, believe in your portfolio, believe in buying company 
earnings inexpensively and have faith in the power of 
markets and capitalism to recover in time.

It is worth reviewing these 15 principles to help keep things 
in perspective.

15 principles to remember during this market fall.

1. Understand and embrace the uncertainty of markets 
– that risk exposure may increase the possibility of  
strong, long-term returns.  Remember that you most 
likely own bonds and other diversifiers in your portfolio 
too. This helps smooth out short term volatility. 

2. Don’t measure your portfolio’s performance from the 
top of the market, but over a longer and more sensible 
timeframe.  Take a look at the charts in Figures 1 and 
2 below. Over the past five years, investors in the UK 
markets have received handsome growth.  

At the time of writing in the US the S&P is only back at 
the level it was in December 2018. 1

3. Focus on your time horizon. When do you need to utilize 
the capital?  If your time horizon has not changed then 
trying to time the markets during times of excessive 
volatility is a risky business.  Often the market will 
react to political announcements, which are most often 
unknowable in advance.

the tortoise & the hare
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4. Accept that you cannot time when to be in and out of 
markets – it is simply not possible.  Resign yourself to 
the fact. Hindsight prophesies such as – ‘I knew the 
market was going to crash’ – are not allowed. The past 
is in the past.

5. If markets have fallen, remember that you still own 
everything you did before (the same number of shares 
in the same companies, and the same bond holdings).

6. Most crucially, a fall does not turn into a loss unless 
you sell your investments at the wrong time.  If you 
don’t need the money, why would you sell?  Falls in the 
markets and recoveries to previous highs are likely to 
take place during your long-term investment horizon 
i.e. when you need your money.  Focus on valuations.

7. The balance between your growth (equity) assets, 
defensive (bond) assets, total return assets and 
alternative credit assets are designed to make sure 
that you can withstand temporary falls in the value of 
your portfolio, both emotionally and financially. 

8. Remember that adopting a disciplined rebalancing 
strategy enables you to sell assets that have 
appreciated and purchase assets that are have become 
relatively inexpensive.

9. Be confident that your (boring) defensive assets will 
come into their own, protecting your portfolio from 
some of equity market falls. Be confident that you 
have many investment eggs held in different baskets.

10. If you are taking income from your portfolio, the income 
is being paid from existing yields on your underlying 
investments. 

11. It is tempting to “bottom fish” – remember that most 
retail investors become excited by cheaper valuations 
and purchase before the market hits the bottom, they 
‘catch a falling knife’.  Investing is a multi-year decision 
– missing the bottom 10% of the up-swing from the 
market lows makes little difference when considered 
over a lifetime of investing.

12. Volatility creates opportunity and some assets will be 
turned into bargains.  Try and create perspective. If you 
wind the clock forward five years will Coronavirus still 
be a big issue?

13. Market dislocations such as these are a once in a 
multi-decade phenonium - it is moments like these 
that you are given an opportunity to sell assets that 
are relatively expensive and purchase assets that 
are relatively cheap.  For example, bonds today are 
relatively expensive and Emerging Market equities are 
relatively cheap.

14. Volatility breeds opportunity as prices move 
dramatically away from the underlying value of a 
business.  Remember, business values are determined 
by the present value of cash flow streams and future 
cash flow streams discounted to the present value. 

When a price moves dramatically a value gap opens, 
providing an opportunity for long term investors.  This 
is a good time for value investors who look at the price 
they pay for a  business and who have the patience and 
fortitude to take advantage of this volatility. 

15. Finally, don’t buy companies that sell hand sanitizers 
or face masks – this is the opposite of value investing 
– such a decision would be based on a short-term 
view. One has to look at all the cash flow streams over 
multiple years, not just the short term opportunity. 
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Figure 1: Five- year returns of global equities (developed and emerging) and high quality bonds

Figure 2: One-year returns of global equities(developed and emerging) and high quality bonds

Source: FE Analytics 2020 © All rights reserve;   FE Fund Info 2020; 11/03/2019 - 11/03/2020. 

A- ICE BofA 1-5 Year Global Government Hedge GBP TR in GP [3.31%]
B- MSCI ACWI IMI GTR in GB [-2.64%]

A- MSCI ACWI IMI GTR in GB [47.50%]
B- ICE BofA 1-5 Year Global Government Hedge GBP TR in GB [6.29%]

Source: FE Analytics 2020 © All rights reserve;   FE Fund Info 2020; 11/03/2019 - 11/03/2020. 

1.  CNBC: 12/03/20
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This document is intended for clients, including prospective 
clients, of MASECO LLP.  It may not be copied, forwarded 
or distributed to any other person without MASECO’s prior 
written consent.

Use of information 

• Nothing in this document constitutes investment 
advice and should not be construed as such.

• This document is provided for information purposes 
only and is not intended to be relied upon as a forecast, 
research or investment advice.

• This document does not constitute a recommendation, 
offer or solicitation to buy or sell any products or to 
adopt an investment strategy. 

Performance:

•  Past performance is not a reliable indicator of future 
results.

Risk Warnings

• All investments involve risk and may lose value. The 
value of your investments can go down as well as up 
depending on market conditions and you may not get 
back the original amount invested.

• Your capital is always at risk.
• Currency exchange rates may cause the value of an 

investment and/or a portfolio to go up or down.
• Alternative strategies involve higher risks than 

traditional investments, such as speculative investment 
techniques, which can magnify the potential for 
investment loss or gain.

• Certain products, such as US Mutual Funds, used within 
a portfolio are not regulated in the UK and therefore 
clients will not have the benefit of the protections 
afforded by the UK regulatory regime.

MASECO LLP (trading as MASECO Private Wealth and 
MASECO Institutional) is registered in England and Wales 
as a limited liability partnership (Companies House No. 
OC337650) and has its registered office at Burleigh House, 
357 Strand, London WC2R 0HS.

MASECO LLP is authorised and regulated by the Financial 
Conduct Authority for the conduct of investment business 
in the UK and is registered with the US Securities and 
Exchange Commission as a Registered Investment Adviser.


