
Market volatility can feel like a roller coaster for your 
portfolio. When the markets twist and dive, investors 

want to find ways to minimize their queasiness. In this 
Investment Brief, Segal Marco Advisors offers 10 
suggestions that may limit the motion sickness.

1.   Be diversified. While this advice does not work perfectly 
in all market environments, in times of stress or downturns 
it generally can provide some degree of softening the blow. 
Sure, global markets seem to move more in tandem than  
in past decades, but there continue to be differences in  
how events, like rising or falling oil prices, impact different 
economies. Within fixed income, exposure to credit cycles 
and interest-rate cycles provides some differentiated return 
patterns over the longer term as well.

2.   Be nimbler. Seek to fine-tune your governance process to 
allow you to take advantage of opportunistic investments 
that occur due to the volatility and the mispricing it may 
produce. When oil prices declined precipitously, the 
markets took down all companies’ prices, even those 
tangentially affected, creating attractive valuations for 
many fine firms with deep reserves and low levels of debt. 
That governance fine-tuning may include using outside 
resources, such as multi-asset-class providers, who can 
assess opportunities and act quickly.

3.   Stick to the rebalancing disciplines. In this type of 
environment, many succumb to the yin-and-yang behavioral 
influences of fear and greed by selling after assets go 
down and buying after they go up. While many investors 
have established rebalancing strategies designed to offset 
this instinct, these may be overlooked or overridden during 
periods of heightened volatility and angst. This is exactly 
the time you should “keep your head when all about you 
are losing theirs” and maintain those disciplines. Remember, 
the popular approach to a market downturn is to trumpet 
the end of the world. It is when everyone believes that 
markets will go up forever that the wise investors become 
concerned — sell greed and buy fear.

4.   Consider the effect of a low-return environment. If 
interest rates and equity-market returns stay muted for  
a prolonged period of time, which seems to be the 
prognostication du jour, investors are advised to assess 
what the impact would be on fundamental decisions 
regarding their investment horizon. Should savings or  

 
 
 
contributions be increased? Do we have our expenses 
and costs in check? Should a retirement date be adjusted?   
It is much easier to manage for a low-return environment 
now than it would be later. And, if the forecasts are 
incorrect and returns are substantially underestimated, 
well, that might be a nice problem to have, as dealing  
with unexpected favorable results is much easier than 
having to manage through downside disappointment.

5.   Play to your strengths. Periods of uncertainty are poor 
times to be excessively experimental or try investment 
strategies that are new to you. If you historically have never 
invested in direct opportunities (security- or deal-specific), 
for example, doing so now, in the midst of turmoil, may be 
a recipe for failure. If your success in the past has come 
through implementing a disciplined, consistent process,  
a roller-coaster environment is probably not the time to 
start to follow instinct or act on impulse.

6.   Beware of backtests. The old saying is that no one has 
ever been sold a bad backtest, yet there are numerous 
strategies that come into vogue based upon some level of 
historical data analysis that appears to demonstrate attractive 
returns. While investors should always be suspicious of 
data-mining for supposed “magic-bean” factors (where 
assets grow to the sky), skepticism is especially important 
during this type of market. First, these are times when 
asset owners are particularly vulnerable because they  
are seeking an easy path to the clouds, and second, the 
twists and turns of the markets often expose unanticipated 
problems in the models and data that had such appeal in 
calmer times.

7.   Avoid the unknowable and unstable. In the quest to buy 
assets that are inexpensively priced, investors can often be 
drawn to opportunities or markets that are cheap for good 
reasons. It is easy to believe that a company or even 
country that had been priced higher will return to its former 
glory simply because of an ultimate regression to some 
mean. Often investors suffer from “optimism bias,” 
believing something to be true because they want it to be, 
and lose sight of the fact that some future outcomes are 
simply impossible to comprehend rationally. Buying 
cheaply-priced unknowable or unstable assets because 
they “have to go back up” is not investing, it is speculation. 
That may be an acceptable act, but you should be well 
aware of what is driving your decision.

January 2019

10 Safety Tips for Investing in a Roller-Coaster Environment



Investment Brief  •  January 2019

8.   Think about liquidity. Another highly constant variable in 
investing is the existence of a premium for a willingness  
to accept illiquidity. Many investors assign inappropriately 
high value to the ability to sell their assets on a moment’s 
notice. In reality, asset owners make changes at the margin 
(for opportunistic or rebalancing purposes) and a substantial 
proportion of their portfolios exist in a buy-and-hold fashion. 
Investors should consider their specific liquidity needs and 
design their programs accordingly, taking advantage of the 
illiquidity premium where possible and, most likely, avoiding 
at least some of the anxiety from a portfolio that swings 
wildly due to short-term liquid market fluctuations.

9.   Remember loss math. Starting with $100,000 and 
losing 25 percent (so you now only have $75,000) 
requires a 33 percent positive return to get back to your 
starting point, and, presumably, just breaking even is not 
the goal of your investment program. This is loss math. 
Investors should recognize that, both numerically and 
psychologically, losses are different from gains. Asset 
owners should assess their own particular loss aversion 
and incorporate that perspective into their approach to 
decision making. This requires consideration of numerous 
factors. What is the money for? When do you need it? 
Where does it fit in your overall wealth strategy? What 
other options are available to you? How does your investment 
program relate to future savings and contributions? These 
and other considerations can assist you in developing a 
deeper understanding of the effect of losses upon success.

 Focus on your strategy. Often when professional golfers 
let a tournament slip away after holding a large lead, they 
say that they were thinking more about keeping the lead 
over their opponents than playing their game and the 
course. So, too, in investing, asset owners often become  
distracted by what others are doing or, increasingly, by 
the hyperbole and overwhelming onslaught of information 
(and misinformation) that comes at them constantly. 
Being aware of one’s surroundings is important and 
should be considered and processed, but not at the 
expense of keeping sight of the shot you have and the 
hole you are playing. In the final analysis, investment 
success should be defined through achieving your goals 
and objectives, not by whether you had higher returns  
than your neighbor. It has been said that you cannot  
eat benchmark relative returns, only absolute ones. 
Extending that description, peers’ relative returns can  
even be poisonous. 

The bad news about roller coasters is that they can make you 
feel queasy and you end up having spent time actually going 
nowhere. The good news is the ride always ends and rarely 
does the car come completely off the track. 

We have sought in this Investment Brief to provide some 
element of assistance in managing the anticipated volatility 
for a better result for your investment program. Much of what 
we have described seems apropos to a typical warning of an 
amusement-park ride of similar steepness and rate of change:

       People with heart conditions, motion sickness, back or 
neck conditions should not ride. Stow all loose articles 
and keep all parts of your body inside the car at all times. 

Finally, most warnings include: 

       Persons under the influence of alcohol or drugs are  
not permitted. 

This does seem like a most sobering time. • 

Questions? Contact Us.

For more advice on managing market volatility, contact 
your Segal Marco Advisors consultant or Tim Barron, 
Chief Investment Officer, at 203.621.3633 or 
tbarron@segalmarco.com.

To receive Investment Brief and other Segal Marco 
Advisors publications, join our email list. 
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