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Don’t Panic—Ask the Right Questions Instead
Frantic, non-stop negative headlines make it seem
like the apocalypse is not only coming…but that
it’s already here. I can assure you, it is not.
Monday’s trading action across the equity, bond,
and commodities markets sent shockwaves
around the world. The S&P 500 fell -7.6% in a
single trading session – the biggest decline since
2008 – and oil prices notched their biggest oneday drop since the start of the Gulf War in 1991.
The yield on the benchmark US 10-year Treasury
briefly touched an all-time low of 0.318% in
overnight trading, adding another 30 basis points
to an unprecedented fall in the key interest rate.
That rate was above 1.5% as recently as midFebruary.1
Even as I write this weekly column, I have no idea
how the markets will trade hour by hour or day by
day, but these short-term trends have never been
a focus or affected my long-term investing
approach. The heart of the matter is that the dayto-day volatility is just that – volatility. In my
view, volatility is just day-to-day noise, driven by
technicals, that rarely have to do with
fundamental investing themes. I don’t think this
time is any different.
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My advice has always been – and continues to be – to tune
out the noise, look beyond the headlines, and stay the
course when others flee. The markets can be volatile, it’s
par for the course. In my opinion, investing with discipline,
maintaining perspective, and remaining calm in times of
distress are the keys to long-term investing success.
The market has always experienced panics, like
the oil crisis in 1979, Black Monday in 1987, the
Asian Crisis of 1998, the Dot-Com crash of 2000,
and most recently the financial crisis of 2008.
Many readers may remember Black Monday,
when the Dow Jones fell -22.6% in a single day!2
People were convinced it was the end of the stock
market and that an economic depression was
nigh.
But it wasn’t the end, and there was no
depression. In fact, the market finished positive in
1987, and it wasn’t long before the 1990’s boom
ushered in some of the best returns for stocks,
ever. The key investors can learn from this event
is not to give in to the fear that frequently
blankets the equity markets. This fear – and the
media hysteria that almost always accompanies it
– causes investors to make investment decisions
based not on data and fundamentals, but on
emotion and technical trading.
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Fear leads to short-term market timing
decisions, which I’ve learned over and over is
the surest way to damage long-term returns.
My point here is that I’ve seen my fair share of
panics and sharp selloffs and even virus outbreaks
over the years and decades. In my early days, I
would wonder if the market and the economy
could really withstand some of these shocks, or if
maybe it would be better to play it safe and wait
on the sidelines for bluer skies. In my later years
(these days), I can look at what’s happening and
remember that the market and economy
recovered every single time, oftentimes more
quickly—and strongly—than anyone expected. I
can remember that the best investment decision
was often to do nothing at all, assuming I had
already used a rigorous and time-tested process to
build and manage a diversified portfolio with
quality companies. That’s why I feel confident
right now, not fearful.
So, instead of panicking and falling in line with
doom-and-gloom scenarios and predictions, I
think investors should take a deep breath and ask
some questions:
• By summer and fall, will everyone still be
talking about the coronavirus outbreak and an
oil price war between the Saudis and Russia?
Or are these just two events in a passing
moment in time?
• Are record low interest rates good for the
economy or bad for the economy?
• Would lower energy prices be good for US
consumers and the economy or bad for US
consumers and the economy?
• Before the coronavirus outbreak, was the US
on a solid growth path with modest inflation
and strong job growth? Can the US economy
recover from the current supply disruption
and get back to growth?
• Are US banks in strong financial positions
with steady loan activity and cash-rich balance
sheets?
• When the ‘dust settles’ on the current crisis,
are we going to be left with record-low
mortgage rates, interest rates, low energy
prices, job growth, and attractively-priced
stocks?
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• Has the global economy recovered from
previous virus outbreaks and pandemics?
• Have you or anyone you know lost their job
because of the coronavirus outbreak?
Answering these questions won’t tell us when
downside market volatility will end – only that it
will end, in my view. Fear and panic need to be
ignored as much as humanly possible in order to
invest successfully. Continue to focus on the
long-term, and I think you’ll have a much higher
chance of realizing the long-term investment
outcomes you desire.
Bottom Line for Investors
In early February, I wrote a column titled, “4
Reasons Markets Will be Volatile This Year.”
Here’s an excerpt:
“I think volatility is a good thing – it’s a normal, natural
part of equity investing, and experiencing volatility from
time to time means the market is functioning rationally, in
my view. It is also important for investors to remember that
volatility works both ways – delivering blows to the
downside and triumphs to the upside over short periods of
time.
When volatility happens, I think it’s almost always best to
stay patient and let the volatility run its course. My advice
in 2020 will almost certainly be no different.”
Volatility – and my advice to stay patient – is
here now. I had no idea that volatility would
accompany a virus outbreak and an oil price
standoff, but my decades of experience taught me
that it was only a matter of time before something
happened to trigger wild swings in the market.
The triggering event is almost always unexpected
and unpredictable, and I suspect this current bout
of volatility will last weeks or even months.
With each passing year of investment experience,
it is easier to see why the four most dangerous
words in investing are “it’s different this time.” If
you’ve ever believed ‘this time is different,’ history
has always proven you wrong. Keep a cool head,
and I think you’ll be right.
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Past performance is no guarantee of future results. Inherent in any investment is the potential for loss.
Zacks Investment Management, Inc. is a wholly-owned subsidiary of Zacks Investment Research. Zacks Investment
Management is an independent Registered Investment Advisory firm and acts as an investment manager for individuals and
institutions. Zacks Investment Research is a provider of earnings data and other financial data to institutions and to individuals.
This material is being provided for informational purposes only and nothing herein constitutes investment, legal, accounting or
tax advice, or a recommendation to buy, sell or hold a security. Do not act or rely upon the information and advice given in this
publication without seeking the services of competent and professional legal, tax, or accounting counsel. Publication and
distribution of this article is not intended to create, and the information contained herein does not constitute, an attorney-client
relationship. No recommendation or advice is being given as to whether any investment or strategy is suitable for a particular
investor. It should not be assumed that any investments in securities, companies, sectors or markets identified and described
were or will be profitable. All information is current as of the date of herein and is subject to change without notice. Any views
or opinions expressed may not reflect those of the firm as a whole.
Any projections, targets, or estimates in this report are forward looking statements and are based on the firm’s research,
analysis, and assumptions. Due to rapidly changing market conditions and the complexity of investment decisions,
supplemental information and other sources may be required to make informed investment decisions based on your individual
investment objectives and suitability specifications. All expressions of opinions are subject to change without notice. Clients
should seek financial advice regarding the appropriateness of investing in any security or investment strategy discussed in this
presentation.
Certain economic and market information contained herein has been obtained from published sources prepared by other
parties. Zacks Investment Management does not assume any responsibility for the accuracy or completeness of such
information. Further, no third party has assumed responsibility for independently verifying the information contained herein and
accordingly no such persons make any representations with respect to the accuracy, completeness or reasonableness of the
information provided herein. Unless otherwise indicated, market analysis and conclusions are based upon opinions or
assumptions that Zacks Investment Management considers to be reasonable. Any investment inherently involves a high
degree of risk, beyond any specific risks discussed herein.
It is not possible to invest directly in an index. Investors pursuing a strategy similar to an index may experience higher or lower
returns, which will be reduced by fees and expenses.
The S&P 500 Index is a well-known, unmanaged index of the prices of 500 large-company common stocks, mainly blue-chip
stocks, selected by Standard & Poor’s. The S&P 500 Index assumes reinvestment of dividends but does not reflect advisory
fees. The volatility of the benchmark may be materially different from the individual performance obtained by a specific
investor. An investor cannot invest directly in an index.
Returns for each strategy and the corresponding Morningstar Universe reflect the annualized returns for the periods indicated.
The Morningstar Universes used for comparative analysis are constructed by Morningstar (median performance) and data is
provided to Zacks by Zephyr Style Advisor. The percentile ranking for each Zacks Strategy is based on the gross comparison
for Zacks Strategies vs. the indicated universe rounded up to the nearest whole percentile. Other managers included in
universe by Morningstar may exhibit style drift when compared to Zacks Investment Management portfolio. Neither Zacks
Investment Management nor Zacks Investment Research has any affiliation with Morningstar. Neither Zacks Investment
Management nor Zacks Investment Research had any influence of the process Morningstar used to determine this ranking.
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