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Weathering Uncertain Markets
Learning From the Past; Positioning for the Future

Talk to Your Financial
Professional Today

Uncertain markets reinforce the need to be prepared and
the value a financial professional can offer, including:

• review of your long-term investment plan and tolerance
for risk;

• development of an individual asset allocation strategy;

• and periodic portfolio reviews to ensure that your
expectations, as well as investments, align with 
long-term plans and goals.

Most importantly, a financial professional can provide
individual guidance in all market conditions, which is
essential during uncertain times. Contact your financial
professional today about BlackRock’s investment solutions.
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In recent years, many investors have found it increasingly difficult

to stick to their investment strategies. A widespread global 

economic recession, extreme market swings and a general

sense of uncertainty have caused some to abandon their long-term

investment plans. At BlackRock®, however, we believe investors

should stick with a long-term view, using lessons from the past

to help position their portfolios for the future.

Learning From the Past

• Understand Market Cycles and Position for Recovery: Although markets
have typically followed long-term up-and-down patterns, market upturns
tend to last longer than downturns and have greater depth.

• Avoid Market Timing: When trying to jump in and out of the market,
investors run the risk of missing some of the best trading days.

• Think Long Term: Although markets tend to be highly volatile over the
short term, over time they tend to produce strong long-term results.

Positioning for the Future

• Focus on Diversification: Investing in a broad range of asset classes 
and styles can help overall portfolio returns while reducing risk.

• Dollar-Cost Average: Employing systematic investment programs like 
dollar-cost averaging can potentially smooth out some of the market’s
inherent volatility.

• Rebalance Your Portfolio: Periodic portfolio readjustments can help
make sure long-term investment goals remain on track.
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While most investors recognize that, over the long term, markets move up
and down, there is also a relationship between overall market sentiment 
and market cycles. In rising markets, more and more people tend to invest
as they chase returns (similar to what happened during the technology boom
of the late 1990s), while in declining markets, many people tend to sell (as
we saw in 2008 and early 2009).

By doing this, however, many investors are buying at the riskiest times 
and selling at times of reduced risk. It is actually when market sentiment 
is at its worst that markets are set to recover and, historically, extreme 
pessimism often coincides with market bottoms. In fact, bullishness tends 
to peak at the same time the market does, and bearishness is at its worst
just before conditions begin to improve. This does not suggest investors
should try to time market peaks and valleys, but rather they should understand
there is often an inverse relationship between sentiment and opportunity. 
As such, we believe investors should avoid overreacting to either market 
optimism or pessimism.

Recognizing Opportunity Amid Market Cycles
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Learning From the Past

There is often an inverse relationship

between market sentiment and oppor-

tunity, meaning that investors should

not overreact to market downturns.
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Sources: BlackRock; PSN Enterprise. The S&P 500 Index is an unmanaged index that consists of the common stock of 500 large-capitalization companies, within various industrial sectors, most of which are listed on
the New York Stock Exchange. Returns assume reinvestment of dividends. It is not possible to invest directly in an index. Past performance is not a guarantee of future performance. The information provided is for 
illustrative purposes only and is not meant to represent the performance of any particular investment.

Capitalize on Negative Market Sentiment—Growth of $100,000 in S&P 500 Index Over Last 20 Years (1990–2009)



Upturns Have Been Stronger Than Downturns
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Upturns Have Been Longer and Stronger—Downturns and Upturns (1929–2009)

Dates of
Downturn

Duration of 
Downturn
(Months)

Dates of
Upturn

Duration of
Upturn

(Months)
Loss During Downturn 
(Cumulative % Return)

Gain During Upturn
(Cumulative % Return)

9/29-6/32 34 7/32-5/46 167 --
6/46-11/46 6 12/46-7/56 116

8/56–2/57 7 3/57–7/57 5

8/57–12/57 5 1/58 –12/61 48

1/62– 6/62 6 7/62–1/66 43

2/66–9/66 8 10/66–11/68 26

12/68–6/70 19 7/70–12/72 30

1/73 –9/74 21 10/74–12/76 27

1/77–2/78 14 3/78–11/80 33

12/80 –7/82 20 8/82 –8/87 61

9/87–11/87 3 12/87–5/90 30

6/90–10/90 5 11/90 –6/98 92

7/98–8/98 2 9/98 –8/00 24

9/00–9/02 25 10/02 –10/07 61

Average 13 55

Sources: BlackRock; PSN Enterprise; SBBI 2006 Yearbook. Downturns are defined by a time period when the stock market value declined by 10% or more from its peak, while upturns are the time period from the trough
of downturn to the market’s subsequent peak. Performance is represented by the SBBI’s Large Company Stocks (1929 to 1956) and the S&P 500 Index (1957 to 2009). Past performance is not a guarantee of future
results. It is not possible to directly invest in an index. The data assumes reinvestment of all income and does not account for taxes or transaction costs. 

Learning From the Past

When compared to downturns, market

upturns historically have lasted longer

and have been stronger.
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Significant market downturns can be sharp, rapid and difficult to endure, 
but history suggests markets will eventually recover. Over the past 80 years,
we have seen a number of significant market declines. As the chart below
illustrates, however, the upturns that follow these declines on average have
lasted longer and been of greater scale. This trend helps explain why stocks
have historically exhibited relatively strong long-term performance.



Bull Markets Are Often Stronger Than Bear Markets
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Studying these market cycles also shows that market recoveries tend to be
uneven in terms of when the best returns can be found and that bull markets
tend to be longer lasting. Bull markets typically start with a bang, and then
shift into periods of slower growth. Over the last 80 years, in the 14 bull
markets we identified, markets on average shot up strongly in the early
months, and managed to post gains for at least two years. 

Learning From the Past

It is important to stay invested through

difficult times and through periods of

uneven growth since knowing in advance

when a long-term market upturn might

start is challenging, if not impossible.
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Sources: BlackRock; PSN Enterprise; SBBI 2006 Yearbook. Downturns are defined by a time period when the stock market value declined by
10% or more from its peak. Performance is represented by the SBBI’s Large Company Stocks (1929 to 1956) and the S&P 500 Index (1957
to 2009). Past performance is not a guarantee of future results. It is not possible to directly invest in an index. The data assumes reinvestment
of all income and does not account for taxes or transaction costs.

Bull Markets Start Quickly — Average % Cumulative Return of Stocks

Dates of Peak to  6 Months  12 Months 18 Months 24 Months
Bear Market Trough Decline Later Later Later Later

9/26-6/32 -83.4% 62.0% 162.9% 149.4% 146.9%

6/46-11/46 -21.8 1.2 8.0 23.5 12.7

8/56–2/57 -10.4 6.5 -1.7 17.2 38.2

8/57–12/57 -15.0 15.5 43.4 54.2 60.4

1/62–6/62 -22.3 17.3 31.1 44.0 59.1

2/66–9/66 -15.7 19.9 30.5 23.7 43.0

12/68–6/70 -29.2 29.1 41.9 47.6 57.2

1/73–9/74 -42.7 34.4 38.0 72.4 79.8

1/77–2/78 -14.4 21.8 16.6 36.0 45.3

12/80–7/82 -16.5 39.2 59.2 63.4 54.2

9/87–11/87 -29.6 15.9 23.2 46.8 61.1

6/90–10/90 -14.5 25.7 33.5 43.1 46.6

7/98–8/98 -15.4 30.3 39.8 45.6 62.6

9/00–9/02 -44.7 5.0 24.4 41.9 41.6

Average -26.8 23.1 39.3 50.6 57.8

■ Bear Market Return  ■ Return in First 6-Month Period  ■ Return in Second 6-Month
Period  ■ Return in Third 6-Month Period  ■ Return in Fourth 6-Month Period



Missed Opportunities Can Be Costly
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Every market cycle has both up days and down days. Often, a few very good
days account for a large part of the total return. Staying the course ensures
investments will be “in” the market on the good days. Some people try to time
market movements by selling stocks when they think the market is about 
to decline and buying stocks when they think the market is about to rise.
Consistently predicting which days will move in which direction, however, 
is virtually impossible and can be very costly.

As the accompanying chart shows, missing only a few of the best days over 
the last 20 years would have had an adverse effect on an investor’s return. 
A hypothetical $100,000 initial investment in the S&P 500 Index held over 
the entire period of January 1, 1990, through December 31, 2009, would have
grown to $472,717. Missing just the five best days would have reduced the ending
value to $313,661. Missing out on other key trading dates would have affected
returns even more significantly.

Learning From the Past

Market timing runs the risk of missing

out on some of the best-performing days.
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Sources: BlackRock; Bloomberg. Stocks are represented by the S&P 500 Index. Past performance is not a guarantee of future performance. 
It is not possible to directly invest in an index.

Missing Top-Performing Days Can Hurt Your Return—Hypothetical
Investment of $100,000 in S&P 500 Index Over Last 20 Years (1990–2009)



Despite Volatility, Markets Appreciate Over the Long Term
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Learning From the Past

As those who have watched their stock

portfolios through the past couple of years

can attest, markets can move quickly in

either direction, which can unnerve even

the most stalwart investors. Economic

crises, recessions, geopolitical incidents

or company-specific events can cause

sharp market disruptions. But over time,

markets have tended to recover.
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Diversification May Reduce Risk and Enhance Returns
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■ Large Cap is represented by the Russell 1000 Index, an unmanaged index that 
measures the performance of the 1,000 largest companies in the Russell 3000 Index.

■ Mid Cap is represented by the Russell Midcap Index, an unmanaged index that 
measures the performance of the 800 smallest companies in the Russell 1000 Index.

■ Small Cap is represented by the Russell 2000 Index, an unmanaged index that measures
the performance of the 2,000 smallest companies in the Russell 3000 Index.

■ International Equities are represented by the MSCI EAFE Index, an unmanaged index
that measures the total returns of developed foreign stock markets in Europe, Asia and
the Far East.

■ Treasuries are represented by the Barclays Capital Treasury Bond Index, an unmanaged
index that covers the US Treasury market with an average maturity of approximately 
nine years and a duration between five and six years.

1990 1991 1992 1993 1994 1995 1996 1997
Treasuries

8.6%

Cash

8.4%

Corporate
Bonds

7.1%

Mid 
Cap

-11.5%

Small 
Cap

-19.5%

High-Yield
Bonds

46.2%

Small 
Cap

46.1%

Mid 
Cap

41.5%

Treasuries

16.8%

Int’l
Equities

12.1%

Small 
Cap

18.4%

Mid 
Cap

16.3%

High-Yield
Bonds

15.8%

Corporate
Bonds

8.7%

Treasuries

7.2%

Cash

3.9%

Int’l
Equities

32.6%

Small 
Cap

18.9%

High-Yield
Bonds

17.1%

Treasuries

10.7%

Large 
Cap

10.2%

Int’l
Equities

7.8%

Cash

4.2%

Large 
Cap

0.4%

High-Yield
Bonds

-1.0%

Mid 
Cap

-2.1%

Treasuries

-3.4%

Large 
Cap

37.8%

Mid 
Cap

34.5%

Small 
Cap

28.4%

Corporate
Bonds

22.2%

High-Yield
Bonds

19.2%

Treasuries

18.4%

Int’l
Equities

11.2%

Large 
Cap

22.5%

Mid 
Cap

19.0%

Small 
Cap

16.5%

High-Yield
Bonds

11.4%

Int’l
Equities

6.1%

Cash

5.3%

Corporate
Bonds

3.3%

Large 
Cap

32.9%

Mid 
Cap

29.0%

Small 
Cap

22.4%

Treasuries

9.6%

Cash

5.3%

Corporate
Bonds

10.2%

Corporate
Bonds

12.2%

Corporate
Bonds

18.5%

Int’l
Equities

-23.4%

Cash

6.4%

Int’l
Equities

-12.2%

Cash

3.2%

Corporate
Bonds

-3.9%

Cash

6.0%

Treasuries

2.7%

Int’l
Equities

1.8%

Building a Diversified Portfolio Can “Smooth” the Ride

Source: PSN Enterprise. For informational purposes only. It is not possible to invest directly in an index. The information shown does not reflect
any particular investment.

Past performance is not a guarantee of future performance.
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■ Corporate Bonds are represented by the Barclays Capital Credit Bond Index, an 
unmanaged index that covers all public, fixed rate, nonconvertible investment-grade
domestic corporate debt. Issues included in this index are rated at least Baa by Moody’s
Investors Service.

■ High-Yield Bonds are represented by the Barclays Capital High Yield US Corporate Index,
an unmanaged index that covers the universe of fixed rate, non-investment-grade debt.

■ Cash is represented by the ML US Treasury Bill 3 Month Index, an unmanaged index
based on the value of the 3-month Treasury bill assumed to be purchased at the 
beginning of the month and rolled into another single issue at the end of the month.

■ Diversified Portfolio is represented by an equal allocation to the eight asset classes
described here.
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Dollar-Cost Averaging Can Improve Long-Term Returns

As we have seen, choosing the exact best time to invest is very difficult or even
impossible. Dollar-cost averaging, in which a fixed amount of money is invested
at regular intervals, ensures purchasing more shares of an investment when
prices are low and less when they are high. Ultimately, a lower average cost
translates to a higher return when the market swings back up. 

In Strategy 1 of the hypothetical example below, an investor used a dollar-cost
averaging strategy, making regular investments of $100 per month. When
the share prices were higher, the investor bought fewer shares and when
the share prices were lower, the investor bought more shares. As a result,
the investor’s average cost per share ($19.39) was lower than the average
market price of $20.25 ($243/12) over the same time period. Additionally, this
same investor purchased more shares with the same amount of money than he
or she would have made with a lump-sum investment at either the beginning
or the end of the period (Strategies 2 and 3).

Reduce the Impact of Price Volatility by Dollar-Cost Averaging

Hypothetical example. Does not represent any particular investment. No investment is risk free, and a systematic investment plan does not ensure profits or protect against losses in declining markets. Because dollar-cost
averaging involves continuous investment in securities regardless of fluctuating price levels, you should carefully consider your ability to continue to purchase during periods of price declines.

Positioning for the Future

Dollar-cost averaging can help 

smooth out long-term returns and 

can potentially lower the average 

share price of investments.

Month Purchased Average
Cost Per

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Total Share

Strategy 1: Dollar-Cost Averaging

Share Price $25 $25 $20 $20 $18 $16 $15 $15 $17 $20 $25 $27 $243

Cost $100 $100 $100 $100 $100 $100 $100 $100 $100 $100 $100 $100 $1,200 $19.39

Shares 4 4 5 5 5.6 6.3 6.7 6.7 5.9 5 4 3.7 61.9

Strategy 2: Lump-Sum Beginning Purchase

Share Price $25 $25 $20 $20 $18 $16 $15 $15 $17 $20 $25 $27 $243

Cost $1,200 $1,200 $25.00

Shares 48 48

Strategy 3: Lump-Sum Ending Purchase

Share Price $25 $25 $20 $20 $18 $16 $15 $15 $17 $20 $25 $27 $243

Cost $1,200 $1,200 $27.00

Shares 44.4 44.4
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Portfolio Rebalancing Can Keep Your Goals on Track

Positioning for the Future

Regular portfolio rebalancing can

potentially help improve long-term

returns and reduce volatility.

All of the work that goes into getting an asset allocation strategy right would
be wasted if it were not maintained. Over time, some asset classes may 
outperform or underperform and alter a portfolio’s overall allocation.

Rebalancing is a way to reset a portfolio to its original allocation to keep it
consistent with the initial investment strategy. Using several hypothetical
portfolios as examples, the graph below shows how annual rebalancing over the
last 20 years would have changed each portfolio’s risk and return characteristics.

For example, annual rebalancing of Portfolio I (50% stocks, 50% bonds)
improved annual returns by 0.5% while substantially reducing risk. Similar
results can be seen for other portfolio allocations. Rebalancing can even
improve risk and return characteristics of equity allocations when they 
are diversified among styles such as Portfolio VI below.
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Rebalancing Can Improve Portfolio Efficiency—The Effect of Annual Rebalancing on Diversified Portfolios 
Over Last 20 Years (1990–2009)

Sources: BlackRock; PSN Enterprise. Past performance is not a guarantee of future performance. The information shown does not reflect the past performance of actual accounts, but rather the past performance of
portfolios of indices. The “rebalanced” portfolios assume rebalancing of their component indices to their established percentages on January 1 of each year. Stocks are represented by an equal allocation to the Russell
1000 Value Index, the Russell 1000 Growth Index and the Russell 2500 Index   . Bonds are represented by the Barclays Capital US Aggregate Bond Index. Assumes reinvestment of all distributions. It is not possible to
invest directly in an index.



Investors have seen a number of shocks and disruptions to global financial
markets over the past several years, and markets may react dramatically in
response to specific events. Getting—and staying—prepared for difficult
times, however, is often a determining factor in long-term success.

History has shown that markets can be volatile, but you do not have to navigate
these challenging times alone. BlackRock has the experience, insight, global
resources and investments to help you stay the course and meet your financial
goals. Through our strengths in the areas of investment excellence, global
reach, risk management, intellectual leadership and service—as well as
our partnership with your financial professional—you can feel confident that
your assets are being managed by some of the most experienced and trusted
investment professionals in the industry.

Turn the lessons from the past into opportunities for the future:

• Establish, and stick with, a long-term investment plan.

• Stay in contact with your financial professional.

• Remain prepared: Be informed, invested, resolute, opportunistic 
and diversified.
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About BlackRock 

BlackRock is one of the world’s preeminent asset management firms and a 
premier provider of global investment management, risk management and 
advisory services to institutional, intermediary and individual investors around 
the world. BlackRock offers a wide range of investment strategies and product
structures to meet investors’ needs. These include individual and institutional 
separate accounts, mutual funds and other pooled investment vehicles, and 
the industry-leading iShares® ETFs. 

Through BlackRock Solutions®, we offer risk management, strategic advisory
and enterprise investment system services to a broad base of investors. The firm
employs more than 8,500 talented professionals in 24 countries around the world.

You should consider the investment objectives, risks, charges and expenses of any BlackRock mutual fund carefully before investing.
Each mutual fund’s prospectus contains this and other information about the fund and is available by calling 800-882-0052 or
by contacting your financial professional. The prospectus should be read carefully before investing. Unless otherwise noted, all
information contained herein is as of the date of the publication of this brochure.

BLACKROCK and BLACKROCK SOLUTIONS are registered trademarks of BlackRock, Inc. ISHARES is a registered trademark of BlackRock Institutional Trust Company, N.A. All other trademarks are the property of their
respective owners.

FOR MORE INFORMATION
www.blackrock.com
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Weathering Uncertain Markets
Learning From the Past; Positioning for the Future

Talk to Your Financial
Professional Today

Uncertain markets reinforce the need to be prepared and
the value a financial professional can offer, including:

• review of your long-term investment plan and tolerance
for risk;

• development of an individual asset allocation strategy;

• and periodic portfolio reviews to ensure that your
expectations, as well as investments, align with 
long-term plans and goals.

Most importantly, a financial professional can provide
individual guidance in all market conditions, which is
essential during uncertain times. Contact your financial
professional today about BlackRock’s investment solutions.
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