FINANCIAL TIMES

THURSDAY, 3 APRIL 2025

OPINION

Markets Insight

In shaky times, investors should hold
their nerve

Trying to time the market can risk missing out on critical days that

boost returns

DAVID BOOTH

When markets feel as shaky
as they do now in the US, it is
normal to ask: is this time differ-
ent?

After all, the S&P 500 index is
down some 4 per cent already
this year and there is considera-
ble economic uncertainty. But
anxious investors today should
consider where the market was
five years ago, and how well
those who tuned out the noise
performed.

Then, the Covid-19 pandemic
had spread rapidly, and the US
stock market dropped 34 per
cent in just 23 days — faster than
ever before.! The Vix index, a
measure of investor expecta-
tions of volatility often called
Wall Street’s “fear gauge”, hit a
record high.

Yet within a year, the market
had not only recovered, but also
risen 78 per cent from its lowest
point. People who sold during
the panic missed one of the
strongest recoveries ever. Each
uncertain period brings its own
unique challenges, making it
more difficult for investors to
keep the faith.

When I talk with investors
today, some point to govern-
ment debt, global tensions, or
new technologies — all of which
are valid concerns. But history
shows us that markets have
overcome every previous
“unprecedented” challenge. The

Great Depression, world wars,
the inflation crisis of the 1970s,
Black Monday in 1987, the Great
Recession of 2008 — markets
have weathered them all.

Each crisis can feel like the
end of the world when it
happens, yet the pattern of
recovery stays remarkably
consistent. Over 50 years of
working in finance has consist-
ently shown me two things: we
cannot predict the future, but
despite that uncertainty,
markets have eventually
bounced back.

There are no guarantees, of
course, but that is the way it has
worked  historically. = When
markets swing wildly, our
instinct is to act to protect
ourselves.  Some  investors
respond by pulling their money
out until things “calm down”.
But this instinct typically results
in lower returns than if you did
nothing.

The impact of being out of the
market for just a short period of
time can be profound. Consider
a hypothetical investment in the
stocks that make up the Russell
3000 index, which is a good
benchmark for the broad US
stock market.

A $10,000 investment made
in 2000 turned into $66,038 for
the 25-year period ending
December 31 2024. Over that
same period, if you miss the
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Russell 3000’s best week, which
ended November 28 2008, the
value shrinks to $55,114. Miss
the three best months, which
ended June 22 2020, and the
total return dwindles to
$46,554, roughly losing 30 per
cent.2

This does not mean you
should never alter your invest-
ment mix. The key is knowing
the difference between thought-
ful changes based on your life
events and hasty decisions
driven by scary headlines. The
first is smart financial planning;

the second 1is more like
gambling.
Companies are constantly

seeking to solve problems and
create opportunities. Some ideas
may take off. Others may not.
Investors are rewarded for
taking on some of that risk. And
because the risk is spread across
literally thousands of compa-
nies, the stock market has
positive expected returns even
during stretches when the
overall economy slows.

Markets have returned on
average about 10 per cent a year,
which seems like a fair return,
given the level of risk taken on.
Successful investing is about
picking the right portfolio — and
having the right mindset. A
disciplined approach helps you
handle uncertainty without
freezing up.>

I have found that it helps to
first, accept uncertainty as the
cost of opportunity — higher
expected returns are your
“reward” for taking on greater
risk. Second, it is important to
match your investments with
your life, not the news cycle.
Third, find partnerships, not
predictions. Working with a
trusted financial adviser can
help you create a personal plan
that fits your goals and aligns
with your values. I believe that
understanding how markets
work leads to better decisions.

Investors who grasp how
markets function are more
likely to stay in their seats
during periods of volatility and
reap the substantial rewards of
compounding. An investor who
put $10,000 in the S&P 500 at
the beginning of 1970 and
simply let it ride would have
more than $3mn today despite
living through eight recessions,
multiple wars, political upheav-
als, and technological revolu-
tions that transformed entire
industries.* That is not because
they were lucky — it’s because
they recognised that the
question is not whether uncer-
tainty will appear, but how we
respond when it does.

The writer is founder and chair of
Dimensional Fund Advisors



FOOTNOTES

1. In USD. S&P data © 2025 S&P Dow Jones Indices LLC, a division of S&P Global. All rights reserved.
Indices are not available for direct investment. Index returns are not representative of actual
portfolios and do not reflect costs and fees associated with an actual investment. Decrease of 34%

was from Feb. 19, 2020, to March 23, 2020.

2. Indices are not available for direct investment; therefore, their performance does not reflect the
expenses associated with the management of an actual portfolio. In USD. For illustrative purposes.
The missed best day(s) examples assume that the hypothetical portfolio fully divested its holdings
at the end of the day before the missed best day(s), held cash for the missed best day(s), and
reinvested the entire portfolio in the S&P 500 at the end of the missed best day(s). Annualized
returns for the missed best day(s) were calculated by substituting actual returns for the missed best
day(s) with zero. S&P data © 2025 S&P Dow Jones Indices LLC, a division of S&P Global. All rights

reserved. Data is calculated off rounded daily index values.

3. In USD. Based on S&P 500 Index annual returns, 1926-2023.

4. Past performance, including hypothetical performance, is no guarantee of future results.
Growth of $10,000 is hypothetical and assumes reinvestment of income and no transaction costs or
taxes. The analysis is for illustrative purposes only and is not indicative of any investment. S&P data
© 2025 S&P Dow Jones Indices LLC, a division of S&P Global. All rights reserved. Indices are not

available for direct investment.

DISCLOSURES
The opinions expressed herein represent the personal views of the author and not necessarily those
of Dimensional Fund Advisors LP or its affiliates, and they are subject to change continually

(including due to changes in the law) and without notice of any kind.

The information in this material is intended for the recipient’s background information and use
only. It is provided in good faith and without any warranty or representation as to accuracy or
completeness. Information and opinions presented in this material have been obtained or derived
from sources believed by Dimensional to be reliable, and Dimensional has reasonable grounds to
believe that all factual information herein is true as at the date of this material. It does not
constitute investment advice, a recommendation, or an offer of any services or products for sale and
is not intended to provide a sufficient basis on which to make an investment decision. Before acting
on any information in this document, you should consider whether it is appropriate for your
particular circumstances and, if appropriate, seek professional advice. It is the responsibility of any
persons wishing to make a purchase to inform themselves of and observe all applicable laws and
regulations. Unauthorized reproduction or transmission of this material is strictly prohibited.
Dimensional accepts no responsibility for loss arising from the use of the information contained

herein.

This material is not directed at any person in any jurisdiction where the availability of this material
is prohibited or would subject Dimensional or its products or services to any registration, licensing,

or other such legal requirements within the jurisdiction.

“Dimensional” refers to the Dimensional separate but affiliated entities generally, rather than to one
particular entity. These entities are Dimensional Fund Advisors LP, Dimensional Fund Advisors Ltd.,
Dimensional Ireland Limited, DFA Australia Limited, Dimensional Fund Advisors Canada ULC,
Dimensional Fund Advisors Pte. Ltd., Dimensional Japan Ltd. and Dimensional Hong Kong Limited.
Dimensional Hong Kong Limited is licensed by the Securities and Futures Commission to conduct
Type 1 (dealing in securities) regulated activities only and does not provide asset management

services.

RISKS

Investments involve risks. The investment return and principal value of an investment may
fluctuate so that an investor’s shares, when redeemed, may be worth more or less than their
original value. Past performance is not a guarantee of future results. There is no guarantee

strategies will be successful.

UNITED STATES

Dimensional Fund Advisors LP is an investment advisor registered with the Securities and Exchange
Commission.

Investment products: « Not FDIC Insured « Not Bank Guaranteed + May Lose Value Dimensional Fund

Advisors does not have any bank affiliates.

CANADA

These materials have been prepared by Dimensional Fund Advisors Canada ULC. The other
Dimensional entities referenced herein are not registered resident investment fund managers or

portfolio managers in Canada.

This material is not intended for Quebec residents.
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Commissions, trailing commissions, management fees, and
expenses all may be associated with mutual fund invest-
ments. Please read the prospectus before investing. Unless
otherwise noted, any indicated total rates of return reflect
the historical annual compounded total returns, including
changes in share or unit value and reinvestment of all
dividends or other distributions, and do not take into
account sales, redemption, distribution, or optional charges
or income taxes payable by any security holder that would
have reduced returns. Mutual funds are not guaranteed,
their values change frequently, and past performance may
not be repeated.

AUSTRALIA

This material is issued by DFA Australia Limited (AFS License No. 238093, ABN 46 065 937 671).
This material is provided for information only. No account has been taken of the objectives, financial
situation or needs of any particular person. Accordingly, to the extent this material constitutes
general financial product advice, investors should, before acting on the advice, consider the
appropriateness of the advice, having regard to the investor's objectives, financial situation and
needs. Investors should also consider the Product Disclosure Statement (PDS) and the target market
determination (TMD) that has been made for each financial product either issued or distributed by
DFA Australia Limited prior to acquiring or continuing to hold any investment. Go to dimension-
al.com/funds to access a copy of the PDS or the relevant TMD. Any opinions expressed in this

material reflect our judgement at the date of publication and are subject to change.

NEW ZEALAND

This material is issued by DFA Australia Limited (incorporated in Australia, AFS License No. 238093,
ABN 46 065 937 671). This material is provided for information only. This material does not give
any recommendation or opinion to acquire any financial product or any financial advice product,
and is not financial advice to you or any other person. No account has been taken of the objectives,
financial situation or needs of any particular person. Accordingly, investors should, before acting on
the advice, consider the appropriateness of the advice, having regard to the investor’s objectives,
financial situation and needs. Investors should also consider the Product Disclosure Statement
(PDS) and for the Dimensional Wholesale Trusts the target market determination (TMD) that has
been made for each financial product or financial advice product either issued or distributed by DFA
Australia Limited prior to acquiring or continuing to hold any investment. Go to dimensional.com/-
funds to access a copy of the PDS or the relevant TMD. Any opinions expressed in this material

reflect our judgement at the date of publication and are subject to change.
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