
Market Corrections
What is going on and what to do about it



What is a market correction?

A price decline of 
10% or more from 
the most recent 
market high (peak).
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Current Correction in US Stocks

S&P500 stock index is down 11%, 
from high of the year (Jan 3, 2022)

The S&P 500 is a stock index that tracks 500 of the largest companies.  
Chart displays current % decline of S&P500 from its most recent high high on Jan 3 2022 as of Jan 24 2022
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Following a strong year in US Stocks

S&P500 stock index was UP 26% last year (2021)

The S&P 500 is a stock index that tracks 500 of the largest companies.  yCharts data as of Jan 25th 2022.
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Current Correction in US Stocks

5



Percentage Drop: Defined as: Feels like:

0% to 5% Pause “whatever”

5% to 10% Dip “a return to normal”

10% Correction “nerve-wracking”

20% Bear Market “panic”

50% Crash “prison riot”

80% Depression “pack up the kids”

What corrections feel like!

*Source: Josh Brown of The Reformed Broker Blog
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How often do 10% corrections happen?

‣ Since 2010- there have been 7
‣ Since 1980- there have been 18
‣ Since 1950- there have been 37
Corrections are a necessary part of long term investing. 
They are why stocks historically have a higher rate of 
return over bonds. 

Data provided by https://awealthofcommonsense.com/2021/02/a-short-history-of-u-s-stock-market-corrections-bear-markets/. 
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Largest decline in each year (Red Dot)
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Source: FactSet, Standard & Poor’s, J.P. Morgan Asset Management. Guide to the Markets – U.S. Data are as of December 31, 2019.
Returns are based on price index only and do not include dividends. Intra-year drops refers to the largest market drops from a peak to a trough 
during the year. For illustrative purposes only. Returns shown are calendar year returns from 1980 to 2019, over which time period the average 
annual return was 8.9%.

For example: In1980 
(far left)the return for 
the stock market for 
the entire year was 
+26% (gray bar)

 Yet in1980 the stock 
market had a -17% 
decline from the 
high during that 
year. (Red Dot)



What is the average correction since 1980?
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Since 1980 the average 
stock market correction 
 per year has been 14%. 

Source: FactSet, Standard & Poor’s, J.P. Morgan Asset Management. Guide to the Markets – U.S. Data are as of December 31, 2019.
Returns are based on price index only and do not include dividends. Intra-year drops refers to the largest market drops from a peak to a 
trough during the year. For illustrative purposes only. Returns shown are calendar year returns from 1980 to 2019, over which time period the 
average annual return was 8.9%.



Will the market get worse?
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Since 1980*: 

‣10% declines proceed to 15% or greater
(aka: got WORSE)  = 31% of the time.

‣10% declines proceed to 20% or greater
(aka: got MUCH WORSE) = 16% of the time. 

*Source: Factset: Using the S&P 500 Index data.



Will the market get worse?
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What does it all mean?
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“The takeaway is confirmation of what 
should be common knowledge for long-
term investors, but common knowledge is 
often worth repeating. 

By owning  stocks you understand and 
expect that a 10% decline from the 52-
week high is likely multiple times per year, 
and that those declines need to be taken 
in stride”  

-Warren Buffett



Warning: Flaw of Averages

Averages (and statistics) provide helpful reference points but 
beware their limitations...
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Averages are how a 6ft tall 
statistician can drown in a 
pond that only “averages” 

three feet deep!

Source: Cartoon Stock



Over ALL 10 and 20 years periods since 1950, a 
“worst case” scenario of a diversified portfolio of 
50% stocks and 50% bonds (gray bar) has 
produced positive gains. 

Highest Period Return

Lowest Period Return
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Do Corrections Effect Long Term Goals?

Source: Barclays, Bloomberg, FactSet, Federal Reserve, Robert Shiller, Strategas / Ibbotson, J.P. Morgan Asset Management.
Returns shown are based on calendar year returns from 1950 to 2019. Stocks represent the S&P 500 Shiller Composite and Bonds represent
Strategas/Ibbotson for periods from 1950 to 2010 and Bloomberg Barclays Aggregate thereafter.



$1 Invested
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Long Term Returns of Stocks and Bonds 

Corrections when viewed over longer 
time frames are barely noticeable. 

Source: Ibbotson SBBI. Returns are based on price index only and do not include dividends. For illustrative purposes only. Returns shown are 
calendar year returns from 1926 to 2018.



Ideal Plan

Reality     

16

Source: www.awealthofcommonsense.com
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Source: Cartoon Stock



In English

✓ Over the long term stocks have produced
superior returns over other assets including bonds.

✓ The reason for the superior returns is that they
entail more price volatility over other assets.

✓ Corrections happen approximately every 12-18
months. They are a normal part of investing.

✓ While painful at times, corrections happen, and
historically have been temporary.

✓ Having and reviewing a financial plan is the
primary determinant of long term success.
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Thank You!
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Contact me to learn more: 
  Matt Johnson 
matt@sage-cap.com 
844-279-7243
www.sage-cap.com 

mailto:matt@sage-cap.com


Disclosures
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The views contained herein are not to be taken as an advice or recommendation to buy or sell any investment in any jurisdiction nor is it a commitment 
from Sage Capital Advisors or any of its subsidiaries to participate in any of the transactions mentioned herein. Any forecasts, figures, opinions or 
investment techniques and strategies set out are for information purposes only, based on certain assumptions and current market conditions and are 
subject to change without prior notice. All information presented herein is considered to be accurate at the time of writing, but no warranty of accuracy 
is given and no liability in respect of any error or omission is accepted. 

This material should not be relied upon by you in evaluating the merits of investing in any securities or products. In addition, the Investor should make 
an independent assessment of the legal, regulatory, tax, credit, and accounting and determine, together with their own professional advisers if any of 
the investments mentioned herein are suitable to their personal goals. Investors should ensure that they obtain all available relevant information before 
making any investment. It should be noted that the value of investments and the income from them may fluctuate in accordance with market conditions 
and taxation agreements and investors may not get back the full amount invested. 

Both past performance and yield may not be a reliable guide to future performance. Exchange rate variations may cause the value of investments to 
increase or decrease. Investments in smaller companies may involve a higher degree of risk as they are usually more sensitive to market movements. 
Investments in emerging markets maybe more volatile and therefore the risk to your capital could be greater. Further, the economic and political 
situations in emerging markets may be more volatile than in established economies and these may adversely influence the value of investments made.

All case studies shown are for illustrative purposes only and should not be relied upon as advice or interpreted as a recommendation. Results shown 
are not meant to be representative of actual investment results.

Past performance is no guarantee of comparable future results.
Diversification does not guarantee investment returns and does not eliminate the risk of loss.


