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When the great companies of America and the world increase in value, they appear to be wonderful 
investments. When they decrease in value, and especially when they decrease rapidly as they just have, 
these great companies appear to be terrible investments. This is a paradox of long-term investing: the 
price and the value of the stock market seem to be correlated, but in reality, they are inversely related.  

The recent 26% decline in the stock price of these great American companies is not special in historic 
terms: it’s the 14th worst 9-month decline since L&M opened its doors in 1972. There are a few 
important things to notice about the 13 declines that were worse than this one is so far.  

 

1) Sometimes, things get even worse. In 4 out of these 13 scenarios, the market fell further during 
the subsequent 3 months.  

2) One year following every single one of these 9-month declines, the market has been higher, and 
by an average of 33%. The worst of these 1-year recoveries was 11%.  

3) Long-term investors shouldn’t pay too much attention to short periods like 9 months or 12 
months. The average 10-year return following these terrible historic 9-month periods has been 
296%. The worst recovery was 129%.  

With this history and the highest guaranteed fixed annuity rates in over a decade, this may be an 
historically bad time for long-term investors to be overweight cash. During these volatile times and 
always, we are here for you: please don’t hesitate to call us anytime.  


