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10 Things You Should Know About Stock Market Volatility

Article by: Hartford Funds

Volatility is part of the invest-
ment experience, but the longer
an investor holds stocks, the
greater the potential for an
overall positive return.

1. Put points in perspective —
Headlines sometimes bear news of
the Dow Jones Industrial Average
(Dow) dropping, inciting market
fear. But it’s all relative. A 1% swing
at year-end 2022 levels is equal to
331 points. When the Dow was at
10,000 points, a 1% swing was only
100 points. Volatility is a matter of
perspective.

2. There’s an index for that -
The Cboe VIX Index (VIX), or “fear
index,” is a gauge of investor sen-
timent. The VIX tends to have an
inverse correlation to the S&P 500
Index. When the market is down,
fear is up, and vice versa. A score
below 20 generally indicates inves-
tor contentment; a score above 30
suggests anxiety.

3. The only thing to fear is
extreme fear itself — A VIX score
of 40 or higher indicates extreme
fear among investors. This doesn’t
happen often. In fact, since 2010, the
VIX has only spiked so high on 51
trading days.

4. Don’t let bad days blind you
to good days - Since the VIX’s
inception in 1990, 61% of the days of
extreme fear occurred in 2008 and
2009, during the Global Financial
Crisis. Most years—24 since 1990,

to be exact—didn’t see a single day
when the VIX hit over 40. Historical-
ly, extreme fear has been the excep-
tion, not the rule.

5. Volatility in 2022 was much
higher than usual -

As a result of spiraling inflation and
interest-rate hikes by the Federal
Reserve, volatility in the S&P 500
Index in 2022 was more than double
the 10-year historical average from
2012-2021. Remarkably, 47% of trad-

ing days in 2022 had swings of + or -
1%—the highest level since 2009.

6. Patience is a virtue? — While
investing in the stock market has its
ups and downs, the longer an inves-
tor stays invested, the less significant
those bumps in the road appear. As
represented by the S&P 500 Index,
stocks have tended to be up more
often for investors who held on for
longer (see charts below).

7. No one said it would be easy

- From 1983 to 2022, the S&P 500
Index returned an average of 11.24%
per year, and investors may have
expected similar 11% returns in any
individual year. However, there
were only three years in which the
Index returned between 9% and 12%
during this period. Volatility is much
easier to tolerate when you expect it.

8. Want to minimize volatili-
ty? — If market volatility makes you
uncomfortable, you can work with
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