
Indexes are unmanaged and cannot be invested in directly. Past performance is not indicative of future results.
Diversification and strategic asset allocation do not assure profit or protect against loss in declining markets.
Returns represent past index performance and should not be viewed as a guarantee of future index or investment performance. Indexes are unmanaged and 
cannot be invested in directly.
Issued by Russell Investment Management Ltd ABN 53 068 338 974, AFS Licence 247185 (RIM). This document provides general information only and has 
not been prepared having regard to your objectives, financial situation or needs. Before making an investment decision, you need to consider whether this 
information is appropriate to your objectives, financial situation or needs. This information has been compiled from sources considered to be reliable, but is not 
guaranteed. This document is not intended to be a complete statement or summary. Copyright © 2017 Russell Investments. All rights reserved. This material is 
proprietary and may not be reproduced, transferred, or distributed in any form without prior written permission from Russell Investments. 
	 R_POS_Downside_MarketShocks_V1F_1709

Markets bounceback after shocks
History suggests that periods 
of sharp declines have often 
been followed by periods of 
some of the most favourable 
returns. Figure 1 shows the 
strong returns of U.S. markets 
during the 12 – 24 month periods 
following some of the sharpest 
declines of the past 40+ years. 
Even after the severe market 
falls (including the Oil Shock in 
the 1970s, stock market crash in 
1987, ‘Tech Bubble’ in the early 
2000s and the global financial 
crisis) where stocks lost up to 
half of their value over a short 
period of time, markets have 
bounced back to new highs after 
each shock. Similarly, Figure 
2 shows the results for the 
Australian share market.

This strong historical tendency 
of markets to rebound suggests 
that dramatic alterations to asset 
allocation that are driven out 
of fear may not help investors 
achieve their longer term 
objectives.

Figure 1: US equity returns after steep market declines
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Figure 2: Australian equity returns after steep market declines
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