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Discipline may be the best
defence in a downturn

Investing in the stock market has been a prudent
long-term strategy for many investors, but market
turbulence can still be hard to stomach.

Remember, though, that market dips are not unusual and you are likely to experience many in your
investing lifetime. With that in mind, here are some tips for navigating choppy markets.

Bear markets are a part of life; keep a long-term focus

Since 1972, the MSCI World Index, which is an index comprising global shares, has experienced ten
bear markets. A bear market is defined as a fall of more than 20% from the index's most recent high
(the grey shaded areas in the chart). But history has shown that shares typically post strong results
over the long term (10 years or more).

When markets fall, it's important to consider staying invested so that you can participate in the
recoveries that typically follow.

Downturns aren't rare events
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Past performance is not a reliable indicator of future results.

Notes: The chart shows the MSCI World Price Index from 1 January 1972 to 31 December 1987 and the MSCI
AC World Price Index thereafter. The shaded areas represent bear markets, defined as price decreases of more
than 20% from the previous peak to the trough.

Source: Vanguard calculations in EUR, based on data from Refinitiv, as at 3 July 2024.



Timing the market is futile

One reason investors shouldn't try to time the market is that they run the risk of missing out on
strong performance, which can seriously hamper long-term investment success.

Historically, the best and worst trading days have tended to occur close together, often during periods
of heightened market uncertainty. In the chart below, the gold bars, which represent the 20 worst
trading days, look like mirror images of the green bars, which signify the best trading days. The
proximity of these events makes the prospect of successfully timing the market almost impossible.

The best and worst trading days happen close together
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Past performance is not a reliable indicator of future results.

Notes: The chart shows daily returns of the MSCI World Price Index from 1January 1980 to 31 December 1987
and the MSCI AC World Price Index thereafter. The green bars highlight the 20 best trading days since 1 January
1980 and the gold bars highlight the 20 worst trading days since 1 January 1980.

Source: Vanguard calculations in EUR, based on data from Refinitiv, as at 3 July 2024.

Don't panic during market turmoil

Investors who sell their investments and switch to cash during stock market downturns have
typically underperformed those who remain invested.

As the chart below shows, the longer you are out of the market, the worse that underperformance
tends to be. For example, an investor who switches to cash for three months has a 58% chance of
underperforming someone who remains invested in a balanced portfolio. The average underperformance
is -1.7%. If they switch to cash for 12 months, those numbers are 60% and -6.7%, respectively.

The chance of underperforming if you switch investments to cash
3 months in cash 6 months in cash 12 months in cash

58% @ 60%

probability of underperforming probability of underperforming probability of underperforming
a 60/40 portfolio, with a a 60/40 portfolio, with a a 60/40 portfolio, with a
median underperformance of median underperformance of median underperformance of

-1.7% -1.4% -6.7%
Past performance is not a reliable indicator of future results.

Notes: The chart shows the distribution of excess returns of cash over a global 60% share / 40% bond
portfolio’ over the 3-, 6- and 12-month periods after 3-month total returns of global shares were below 5%.
Share comprises global shares (MSCI AC World Total Return Index). Bond comprises global bonds (hedged)
(Bloomberg Global Aggregate Bond Index Euro Hedged). Cash is represented by Euro 3-month deposits,
which mirrors what an individual could get in a 3-month fixed-rate savings account. Data based on the period
between 28 February 1999 and 30 June 2024.

Source: Vanguard calculations in EUR, based on data from Refinitiv, as at 30 June 2024.
2



What you can do when volatility hits

Here are some simple steps to help you avoid overreacting to short-term downturns and position
yourself for long-term success:

Tune out the noise

There's an old adage that you should never check your portfolio when stock markets are
falling. It's a wise recommendation. As the charts above show, making a hasty decision
could mean your investments underperform and you don't meet your investment goals.

Fees eat into your investment returns. This is particularly painful when stock markets
are falling.

Set realistic expectations

Historical return averages are simply that — averages. The average will be made up of good
and bad years - that's what investing is.
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Stay diversified

One way to insulate your portfolio is to blend shares and bonds' in a way that suits your
attitude to risk and goals. Bonds have historically helped to stabilise portfolios during
stock market downturns. By having a broad spread of investments across global markets,
you can benefit from investments that may perform well when others are falling.

@

1 Bonds are a type of loan issued by governments or companies, which typically pay a fixed amount of interest and return
the capital at the end of the term.



Investment risk information

The value of investments, and the income from them, may fall or rise and investors may get back less than
they invested.

Past performance is not a reliable indicator of future results.

Important information

Vanguard Group (Ireland) Limited only gives information on products and services and does not give investment
advice based on individual circumstances. If you have any questions related to your investment decision or the
suitability or appropriateness for you of the product[s] described, please contact your financial adviser.

The information contained herein is not to be regarded as an offer to buy or sell or the solicitation of any offer to
buy or sell securities in any jurisdiction where such an offer or solicitation is against the law, or to anyone to whom
it is unlawful to make such an offer or solicitation, or if the person making the offer or solicitation is not qualified to
do so. The information does not constitute legal, tax, or investment advice. You must not, therefore, rely on it when
making any investment decisions.

The information contained herein is for educational purposes only and is not a recommendation or solicitation to
buy or sell investments.

Issued in EEA by Vanguard Group (Ireland) Limited which is regulated in Ireland by the Central Bank of Ireland.
Issued in Switzerland by Vanguard Investments Switzerland GmbH.
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