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A well-diversified portfolio Are you feeling nervous because of recent swings in major stock markets?
spreads the risk across differ- You’re certainly not alone. Many of us watch our investment portfolios with a
ent investment types, sectors  mix of concern and confusion during these times of high volatility.

S R G (1 Understanding the dynamics of the market’s ebbs and flows, and learning how

While some investments might . .
to navigate them, can not only ease your concerns, but also place you in a

SO LI sl (B stronger financial position. Here’s a closer look at what causes market fluctua-

AL L Al A, ) tions and two key strategies that can help you manage your investments more

to offset losses and stabilise effectively during these times.

WHAT IS MARKET VOLATILITY?

Market volatility is basically how often and by how much stock prices go up and

your portfolio.
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It’s important to know that these ups and downs are a normal part of investing,
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people’s confidence regarding investing and how well the market performs.

This year, elections in South Africa and the US will no doubt add more intrigue

to how markets are going to perform in 2024.
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INVESTOR SENTIMENT AND MARKET REACTIONS

How investors feel and act also affects the stock market. Good news can make everyone want to buy stocks,
which makes prices rise. But bad news can do the opposite, making people sell which leads to price drops.

This kind of group thinking can make the stock market act like a rollercoaster, going up and down, sometimes
not even matching what’s actually happening in the economy.

This was clear to see when looking at the major stock indices over the last few years. The S&P 500, for example,
started with a big drop of 30% at the start of the pandemic, recovered and then grew 27% in 2021. However,
the following year it fell 20% and then last year grew by 20%.

This pattern of highs and lows is a classic example of market volatility in action, showing how quickly things can
change in the world of investing.

Understanding these swings is key to developing strategies for navigating market volatility. It’s about finding
ways to stay steady and make informed decisions, even when the market feels like a wild ride.

TWO STRATEGIES TO HELP NAVIGATE MARKET VOLATILITY

1. RESIST THE URGE TO SELL IN PANIC

When the market dips, it’'s common to feel a sense of panic and consider selling your investments to prevent
further losses. However, this is often a short-sighted move. Historically, markets have shown a tendency to
rebound over time.

By reacting hastily to short-term fluctuations, you risk making temporary downturns permanent. Instead, view
these market dips as part of the investment journey — a test of patience and resolve. Staying invested through
these periods can allow your portfolio to recover and potentially grow in the long run.

2. THE POWER OF DIVERSIFICATION

A well-diversified portfolio is like having a balanced diet for your finances. It spreads the risk across different
investment types, sectors and geographical regions. While some investments might be underperforming,
others could be making gains, helping to offset losses and stabilise your portfolio.

Regularly reviewing and adjusting your investments to align with your long-term financial goals and risk toler-
ance can make a big difference in how market volatility affects your portfolio. This doesn’t mean you won’t

experience fluctuations, but it can make the ride less bumpy.

In volatile markets, it’s vital to revisit your financial goals and risk tolerance. This exercise can help you un-
derstand whether your current investment strategy is still aligned with your long-term objectives. It’s about
staying true to your financial course, even when the waters get rough.

Dealing with the ups and downs of the stock market can be tricky. It might be a good idea to talk to a financial

advisor who can give you impartial advice that fits your specific situation.
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| find that, whenever markets get choppy, it’s best to remind yourself that investing, like any journey, comes
with good and bad times. If you keep focused on your long-term goals, you can get through the rough patches.
Being patient and having a plan can help you handle the tough times and even benefit from them. It’s not
about avoiding rough weather, but learning how to handle your boat, no matter what the weather’s like.
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