
Intra-year drawdowns are normal 

As investors, we look to balance investments with consistent returns as well as 
the potential to outperform inflation over the long-term. Cash is the only asset 
class that rises in value smoothly over time, but over the long-term does not 
provide investors with inflation beating returns. Other  asset classes experience 
bumps along the way, but it rewards you with the potential of providing 
inflation beating real returns over the long-term.

Historically, the stock market’s general direction has been up, but during any 
given year, drawdowns are common and not unexpected. 

Looking at the two charts below, it shows the maximum intra-year equity 
market drawdowns since 1996 for the FTSE/JSE All Share in Rands and the S&P 
500 in US$. From this, we can see how frequently at least one double-digit 
decline occurs, within any given calendar year. However, in the years where 
investors did experience double-digit decline, half of the time, they were 
rewarded with positive returns for that calendar year.

….stock market’s 
general direction 
has been up…

Data source: Factset & Analytics Consulting; data period: December 1996- December 2021
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How do we limit the impact of drawdowns?

The best way for investors to limit the impact of drawdowns is to stay invested. 
Research illustrates that investors that missed out on the 10 biggest daily gains 
in most markets over the past 10 years would have experienced drastically lower 
performance than the index.

Maintain your course, stay invested.

…even in rising 
markets investors will 
see a drawdown… 

Data source: Factset & Analytics Consulting; data period: December 1996- December 2021
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Disclaimer 

The information provided is for internal use only and is of a general nature and does not take into account investor’s objectives, financial situations or needs. The information and opinions contained in 
this document are recorded and expressed in good faith and in reliance on sources believed to be credible. No representation, warranty, undertaking or guarantee of whatever nature is given on the 
accuracy and/or completeness of such information or the correctness of such opinions. Views are subject to change on the basis of additional or new research, new facts or developments. Analytics 
Consulting will have no liability of whatever nature and however arising in respect of any claim, damages, loss or expenses suffered directly or indirectly by an investor acting on the information 
contained in this document. The information does not constitute financial product advice and it should not be used, relied upon or treated as a substitute for specific, professional advice. It is, 
therefore, recommended that investors obtain the appropriate legal, tax, investment and/or other professional advice and formulate an investment strategy that would suit the investor’s risk profile 
prior to acting on such information and to consider whether any recommendation is appropriate considering the investor’s own objectives and particular needs.  
No guarantee of investment performance or capital protection should be inferred from any of the information contained in this document.

Collective Investment Schemes in Securities (“CIS”) are generally medium- to long-term investments. The value of participatory interests may go down as well as up and past performance is not 
necessarily a guide to future performance. CIS are traded at ruling prices and can engage in borrowing and scrip lending.


