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2 Note: This illustration is based on the Cycle of Market Emotions chart created by Christianna Wood at Westcore Funds/Denver Investment Advisors LLC, 1998.

Break the cycle of emotional investing 
Investing in the stock market can sometimes feel like riding a rollercoaster, full of ups and downs. There’s the thrill 
and excitement when the market goes up, but also uncertainty when it goes down. It’s important to steady your 
emotions and invest for the long-term, avoiding the quest for short-term gains. 

An experienced financial professional can help you navigate the emotional ups and downs of investing in today’s 
market. He or she offers knowledge, experience and third-party objectivity that can help you create a customized 
investment strategy and help take the emotions out of investing.

Manage your investments with a plan
Research conducted by Dr. Daniel Kahneman, one of the founding fathers of behavioral economics and the only 
psychologist to ever win the Nobel Prize for Economics, suggests that:

• When faced with uncertainty, investors tend to make decisions based on their emotions and subjective 
experiences, not on logic or objective reality. 

• As a result, investors can easily make the wrong decision for their individual situation. 

By working with an objective financial professional and recognizing the most common emotional missteps that 
investors make during the market cycle, you’ll be better equipped to stay on track with your retirement goals. 

Does emotional investing  
affect your investment results?

Overconfidence 

Panic

Denial

Fear

Regret

Hope
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Optimism

Despair
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NEW
BULL MARKET

Consider –
Stabilizing concerns when the market 
is declining. Selling at this time may 
impact your long-term results.

Consider –
Easing excitement when the market is 
on an upswing. Buying at the top may 
not benefit your retirement goals.

Impatience

Excitement

Optimism
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Note: Past performance is not a guarantee of future results. The examples in this brochure are for illustrative purposes only and are not 
specific to any particular investment. Indices are unmanaged, have no identifiable objectives and cannot be invested in directly.

Source: 2021 Quantitative Analysis of Investment Behavior Supplement, DALBAR. This study utilizes data from the Investment Company Institute 
and Standard & Poor’s to compare investor behavior with the returns of the overall equity market. The Average Equity Fund Investor represents 
the aggregate action of all investors in equity mutual funds. Investor returns are determined using the change in total equity fund assets after 
excluding sales, redemptions and exchanges. This method of calculation captures realized and unrealized capital gains, dividends, interest, trading 
costs, sales charges, fees, expenses and any other costs. The S&P 500 Index is an unmanaged index of large-cap U.S. stocks that is considered to be 
representative of the U.S. equity market. Past performance is no guarantee of future results.

Emotional investing can reduce an investor’s portfolio returns
Annualized returns, 1990-2020

S&P 500® Index Average Equity Fund  
Investor

A performance  
gap of over

4.0%
10.70%

6.24%

Be patient 
It’s natural to be concerned about how a market decline might affect your 
current investments, but now is not the time to make any spur-of-the-moment 
moves. Consider your long-term strategy and goals—and remember that 
market ups and downs are to be expected.

1

5 things to do to ease emotional investing
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Source: Wilshire Compass, 2020. Emerging market stocks are represented by the MSCI Emerging Markets Index. Asset class rankings are based on 10 
indices representing different asset classes from bonds to international stocks. Investments in non-US stocks are subject to additional risks including 
political and social instability, differing securities regulations and accounting standards and limited public information.

Best Performing Asset Class 
(Ranked by annual return and year)

Worst Performing Asset Class 
(Ranked by annual return and year)

Emerging Market Stocks, 2017

+37.28%
Emerging Market Stocks, 2018 

-14.58%

 

What a difference a year makes – what performed well last year may not this year.

Stay grounded
It’s easy to feel confident when your investments are on the rise. But remember 
to stay grounded. Investing in something that looks like a “hot pick” may not 
be the best approach. Investments that perform well one year may not do as 
well the next. For example, the top asset class performer in 2017 was emerging 
market stocks, earning +37.28%, but in 2018, its returns dropped to the bottom 
of the rankings at -14.58%.
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5 things to do to ease emotional investing
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Source: FactSet, NBER, Robert Shiller, Standard & Poor’s, J.P. Morgan Asset Management. 
*A bear market is defined as a 20% or more decline from the previous market high. The related market return is the peak to trough return over the cycle. 
Bear and bull returns are price returns. 
J.P. Morgan Asset Management Guide to the Markets – U.S. Data are as of December 31, 2020

3 Be prepared
In a down market, you may be reluctant to invest because of earlier dips in your 
investments. Sometimes it’s okay to make investment decisions as the market 
begins to recover. Be vigilant and ready to take that step toward reaching your 
financial goals. In fact, research has shown that much of the gains of a new bull 
market are made early in the rebound. 

Bear markets and subsequent bull runs

Bear Markets*
Market Peak:

Duration:
Mar 2000
30 Months

Oct 2007
17 Months

Feb 2020
1 Month

-49%
-57%

Start Date:
Duration:

Oct 2002
60 Months

March 2009
141 Months

Bull Markets

101%

401%

-34%
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     Be vigilant
While stocks can certainly drop in value over the short term, they are 
also one of the few investments that offer the long-term growth potential 
necessary for investors to reach their retirement goals.

4

Note: Past performance is not a guarantee of future results. Stocks are represented by the S&P 500 Index; bonds by the Bloomberg U.S. Aggregate 
Bond Index; and cash by the FTSE Treasury Bill 3 Month Index. Stocks are subject to significant price fluctuations and therefore an investor may have a 
gain or loss in principal when shares are sold. Government Bonds and Treasury Bills are subject to interest rate risk but are backed by the full faith and 
credit of the U.S. government if held to maturity. This example does not take into account taxes, fees or expenses; if shown, the results would be lower. 
Indices are unmanaged and cannot be invested in directly. Source: Morningstar Direct, 2022.

5 things to do to ease emotional investing

Stocks have historically outperformed bonds and cash over time
Hypothetical growth of $100,000 over 30 years, 12/31/91 – 12/31/21

Stocks $2,082,153

Bonds $469,103

Cash $201,991
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Team up with your financial professional to build a disciplined investment 
strategy that can help you ease emotional investing.

Stay focused
While cash investments like Treasury bills and money market funds may help 
preserve principal and provide you with liquidity during a down market, they 
are unlikely to generate the returns needed to offset taxes and inflation and 
may affect your long-term retirement goals.

Cash may not provide the growth potential necessary to  
achieve your retirement goals

Real rates of return, 1926-2020

Before taxes and inflation After taxes and inflation

5.3%

10.3%

Stocks

5.7%

0.7%

Bonds Cash
-0.8%

3.3%

Source: Morningstar, 2021. Stocks are represented by the Ibbotson Large Company Stock Index; bonds by the 20-year U.S. government bond; cash 
by the 30-day U.S. Treasury bill; and inflation by the Consumer Price Index. Stocks are often subject to significant price fluctuations and therefore an 
investor may have a gain or loss in principal when shares are sold. Government bonds and Treasury bills are subject to interest rate risk but are backed 
by the full faith and credit of the U.S. government if held to maturity. The data assumes reinvestment of income and does not account for transaction 
costs or taxes. No state income taxes are included. Indices are unmanaged and cannot be invested in directly. Past performance is not a guarantee of 
future results

5

20220330-2085704-6486474



M4882CBR.4 (3/22)

This material is general in nature, was developed for educational use only, and is not intended to provide financial, legal, fiduciary, accounting or tax advice, 
nor is it intended to make any recommendations. Applicable laws and regulations are complex and subject to change. Please consult with your financial 
professional regarding your situation. For legal, accounting or tax advice consult the appropriate professional.

Investing involves risk, including the possible loss of principal. Investment values will fluctuate and there is no assurance that the objective of any fund will be 
achieved. Mutual fund shares are redeemable at the then-current net asset value, which may be more or less than their original cost.

All contract and optional benefit guarantees, including annuity rates, are backed by the claims-paying ability of the issuing insurer. They are not backed 
by the broker/dealer from which this annuity is purchased. The purchase of an annuity is not required for, and is not a term of, the provision of any banking 
service or activity.

Life insurance and annuities issued by American General Life Insurance Company (AGL), Houston, TX except in New York, where issued by The United 
States Life Insurance Company in the City of New York (US Life). Certain annuities are issued by The Variable Annuity Life Insurance Company (VALIC), 
Houston, TX.  Issuing companies AGL, US Life and VALIC are responsible for financial obligations of insurance products. AGL does not solicit, issue or deliver 
policies or contracts in the state of New York. VALIC, AGL and USL, its employees, representatives do not provide tax or legal advice. Products and services 
may not be available in all states and product features may vary by state.

Securities products are distributed by AIG Capital Services, Inc. (ACS). Member FINRA, 21650 Oxnard Street, Suite 750, Woodland Hills, CA 91367-4997,  
1-800-445-7862.

AIG Life & Retirement consists of four operating segments: Individual Retirement, Group Retirement, Life Insurance and Institutional Markets. It includes 
the following major U.S. life insurance companies: American General Life Insurance Company; The Variable Annuity Life Insurance Company; and The United 
States Life Insurance Company in the City of New York. 

All companies are members of American International Group, Inc. (AIG).
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