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Stay the Course: Market Corrections Are Nothing New

Bill Hornbarger, Chief Investment Officer
Jack Kraft, CFA, Investment Strategist

“The key to making money in stocks is not to get scared out of them.”
-Peter Lynch, American investor, mutual fund manager, author and philanthropist

Since the S&P 500 peaked on February 19, 2025, U.S. equity markets have been in a period of increasing duress.
The sell-off can largely be attributed to the uncertainty surrounding U.S. trade policy that has led to weaker
expectations for growth and higher forecasts for inflation, stoking recession and stagflation fears. On Monday,
March 10, 2025, the Nasdag Composite was down 4.0%, while the S&P 500 and Dow fell 2.7% and 2.1%,
respectively. The Nasdaq and Russell 2000 are now firmly in correction territory (defined as down 10% or more),
off 13.4% and 15.0% from its highs, and several other domestic equity indices (the S&P 500 and Dow) are flirting
with the same dubious milestone.

Reasons abound for the sudden weakness: increasing fears of recession, uncertainty in U.S. trade policy, waning
optimism surrounding artificial intelligence, and lack of clarity on U.S. Federal Reserve policy in 2025. Take your
pick, but here’s the thing--there is always a reason to dislike or be fearful of equities. And yet stocks over
intermediate- and longer-term holding periods have rewarded investors handsomely.

In other words, this is normal. One could argue that what preceded the recent sell-off was the abnormal period,
characterized by low volatility, high valuations and a string of all-time highs on major indices. According to data
compiled by Bloomberg, the average annual return from 1980 through 2024 for the S&P 500 was 10.6%, and
annual returns were positive in 34 of 45 years—or about 75% of the time.

Over that same time frame, the average intra-year drop was 14.2%. Calendar-year 2023 was a good case study,
featuring a 24% gain for the S&P 500 for the full year, but many people forget that it suffered a 10.3% drawdown
during late summer. Last year (2024) also featured strong gains, with the S&P 500 up over 25% for the full year
despite suffering an 8.5% drawdown during the summer.

Illustrated by the following chart, on average, markets experience a 10% correction annually and a bear market
(a decline of 20% or more) about once every 3.5 years. This volatility is the price of admission to realize the gains
of investing in equities.



50% S&P 500 Annual Return vs. Drawdown

40%

30%

20%

» ‘ 1 . 11 ‘ .................... | ........ I ..... | I ........ | | ..... L
. AL 11 || RIRIIR |

-5.6%
0% g T3% w b 25% 7.0% . 26% 4 J -8.4%)
@ -4.1% v ¢ -4.8% C o T so9% ¢ K -9.9%, A
O -5.6% . -10.8% -5.6% 11.1% 5.1% .
-100 6.9% R 3 . 6.6% 9
10% . O gay 1% gy TA%E 2 7.4%  -7.5% oo . @ 510
Y 11.8% -11.8% ¢ 2 -12.0%
-13.8% s -13.8%
20% 2 ®  _166% -15.6% 2
-19.2% -19.2% -18.6% -19.4%
_ -24.5%
-30% . v 27.2%
-29.6% -29.1% 4
-33.0% -33.8%
-40%
mmmm S&P 500 Annual Return +  S&P 500 Annual Drawdown
------ Average Annual Drawdown (-13.0%)  ««««++ Average Annual Return (12.8%)
-50% -48.1%
P H PSS PSS ES S 2 PP
N N N N N N N N N N v Vv v v v v P v Vv P v % v

*Source Morningstar Direct Data as of March 10, 2025

Not all parts of the financial markets have participated in this downdraft. For example, real estate investment
trusts, utilities, consumer staples and health care sectors all have positive returns year-to-date despite the recent
S&P/Nasdaq sell-off. Furthermore, bond yields have declined (boosting prices) from 4.50% to roughly 4.20% from
the start of the year.

Despite Fed inaction, financial conditions have loosened since the start of the year through the decline in
interest rates. Core fixed income and municipal bonds have historically offered principal protection during
periods of market turbulence, and these assets have again provided that safe haven during this market sell-off.

For globally diversified investors, the risk-off scenario is also paying dividends. European and emerging markets
have seen strong gains year-to-date as low valuations and renewed growth optimism in international markets
has sparked investor attention. In fact, the MSCI EAFE is up roughly 10% year-to-date and the MSCI Emerging
Market Index has risen by about 5%. After the rally, European equities trade at a forward price/earnings of 14.2x,
according to Goldman Sachs. This is a slight premium to the historical average but still trades at a large discount
to U.S. equities, which trade at 21.4x forward earnings.

Patient investors are being rewarded this year versus 2024. Last year, European stocks were flat, while the S&P
500 gained more than 20%. Reiterating the longstanding expression that asset classes don’t die, they just go to
sleep for a period of time.



Zooming out, the S&P 500 is up roughly 57% from the October 2022 lows, making the most recent correction
look like a minor speed bump in your financial plan. None of us know what will happen the remainder of the
year or how markets will react to changes in fiscal policy. Stocks could rally again or fall even further. Despite the
volatility and economic concerns, it’s essential to not let macro factors impact your long-term investment plan.
U.S. GDP forecasts have declined on tariff news, but earnings growth at the company level is still expected to be
positive. Additionally, fiscal policy in the pipeline, such as an easing regulatory environment and prospects for
corporate tax cuts, should be supportive of equities in the long-term.

It is a common emotion in times of market stress to feel the need to do something. Most of us are planning for
long-term goals and use time-proven, long-term strategies with a goal of building wealth. History has shown
repeatedly that staying in the markets, managing risk through diversification and periodic rebalancing, and not
getting overweight any single stock or sector are proven strategies that build wealth over time, helping us
achieve those long-term goals. Market timing is very difficult to be continuously successful at, involving multiple
correct decisions and potentially incurring many tax consequences.

| would prefer to be an investor than a trader, fully realizing there are times the markets will make me
uncomfortable, but also always being mindful that making good, unemotional decisions in those times are
critical to building wealth. Jack Bogle, the founder of the investment firm Vanguard, succinctly summed it up by
saying, “Time is your friend, impulse is your enemy.”

IMPORTANT DISCLOSURES: The information provided is based on internal and external sources that are considered
reliable; however, the accuracy of this information is not guaranteed. This piece is intended to provide accurate
information regarding the subject matter discussed. Investing involves risk including the potential loss of
principal. This information does not constitute a solicitation or an offer to buy or sell any security mentioned.

The return of principal for bond funds and funds with significant underlying bond holdings is not guaranteed.
Fund shares are subject to the same interest rate, inflation and credit risks associated with the underlying bond
holdings. Lower rated bonds are subject to greater fluctuations in value and risk of loss of income and principal
than higher rated bonds. Bond prices fluctuate inversely to changes in interest rates. Therefore, a general rise in
interest rates can result in the decline of the value in your investment.

Benjamin F. Edwards® (BFE) is a dually registered broker-dealer and investment adviser and member of FINRA
and SIPC, and its affiliate Benjamin F. Edwards Wealth Management®™ LLC, d/b/a Edwards Wealth
Management™ (EWM) is an SEC-registered investment adviser. BFE and EWM are affiliates through their
common ownership by Benjamin Edwards, Inc. Depending on the context, the name Benjamin F. Edwards® refers
to either EWM, BFE or both. Diversification does not guarantee a profit or protect against loss.
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