
Market volatility is a part of investing, 
but there are ways to make sure you 
have some protection in a downturn.

After steadily–and quietly, for the most part–heading 
upwards during 2017, the stock market rudely got investor’s 
attention in early February 2018. However, by the end of  
that week, the market recovered some ground to end down  
by slightly more than 5 percent.1 March continued to be 
volatile, with the Dow having five major drops, the lowest 
being 742 points. Market analysts believed investors were 
spooked by the prospect of rising inflation. 

How unusual is this most recent spurt of market volatility? Not 
very–market swings are common although each individual 
event may have a different cause. Fear of loss is a very  
common reaction, and that fear can manifest itself in a variety 
of ways. The worst reaction is panic-induced selling, while a 
more moderate reaction might involve seeking reassurance  
from a financial advisor.

For others, market volatility is a byproduct of investing and 
they don’t make rash decisions because of their emotions. 
While there is no right reaction to a market drop, pausing to 
consider what reaction is most appropriate and in your best 
interest is better than panicking and selling. Discussing risk 
tolerance, diversification, asset allocation and strategies to 
produce guaranteed income during retirement with a financial 
advisor can help reassure investors that their portfolios are on 
the most appropriate path to meet its/their objective. 

Reducing Risk 
Risk tolerance involves assessing an investor’s ability to handle 
loss in an investment portfolio. Think about it as the “sleep at 
night” factor–if investment loss has the potential to keep an 
individual up at night, it is probably too risky. Risk tolerance 
depends on many factors, including an individual’s age, 
occupation, and portfolio balance. 

An investor’s perception of risk changes throughout their life. 
For those who are younger and still working, risk can mean 
opportunity. That’s because they are actively contributing 
to their investments. A market downturn may represent 
an opportunity for this group because they can buy more 
securities at a lower price when the market is down. In fact, 
by regularly investing a fixed amount and buying more 

What do you do when the 
market drops 1,000 points?

or less depending on market conditions, these individuals 
may be able to reduce the average price per share of their 
investments, giving them an opportunity to save more over 
time. This is known as dollar-cost averaging.2 When investing 
for the long term, patience works because an investor has 
time to ride out the ups and downs of the market. 

Near-retirees and retirees, however, generally perceive risk 
from a very different viewpoint. Retirees have a relatively  
shorter time horizon. They have more to lose if the market drops 
and less time to recover from it. Their risk tolerance also changes 
to become more risk adverse. They don’t know how long they 
are going to live, and many fear running out of money. 

One way to guarantee income for life is through an annuity. 
Annuities can help protect retirement savings from market 
uncertainty and provide ongoing income, relieving anxiety 
about the direction of the market and performance of 
investments. 

Creating Diversification 
One of the best ways to lessen market risk is to diversify. 
Diversification, which involves putting money into a variety 
of different investments, is an important component of risk 
reduction. Through diversification, invested funds may be 
placed into stocks, bonds, cash and other investments, such 
as annuities. 

Many investors work with an experienced financial advisor to 
create a diversified portfolio that is in line with their goals and 
risk tolerance. Advisors use a specific asset allocation strategy 
to build a diversified investment portfolio.3 

Protection During Downturns
For those who are nearing retirement or who are retired, 
market volatility and large market declines can lead to 
concern, if not actual worry. After all, you’ve been saving 
your entire career, and a down market could be devastating 
to your retirement investment portfolio.

Annuities help protect pre-retirees and retirees when the 
market falls, ensuring that they will have guaranteed monthly 
income to enjoy a secure retirement. There are many different 
types of annuities: Index Annuities, Variable Annuities, Fixed 
Annuities and more. Investors should consult with a financial 
advisor to determine the most appropriate type for their 
situation. For example, during the Great Recession, when 
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2  Dollar cost averaging does not guarantee profits or prevent losses in a declining market. This strategy requires regular investment regardless of fluctuating 
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5 Principal may decline due to withdrawals and/or fees associated with optional features. 
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Variable annuities are sold by prospectus only. The prospectus contains the investment objectives, risks, fees, charges, expenses 
and other information regarding the variable contract and its underlying funds, which should be considered carefully before 
investing. Individuals may contact their financial advisor or call 1-800-445-7862 to request a variable annuity prospectus. 
Please read the prospectus carefully before investing.
Annuities are designed for long-term retirement saving. In the Accumulation phase, annuities can help you build assets on a tax-deferred basis. In the 
Income phase, they can provide you with guaranteed income through standard or optional features. Variable annuities are subject to costs that include a 
separate account fee, a contract maintenance fee, expenses related to the operation of the variable portfolios and the costs associated with any optional 
features elected.
Early withdrawals may be subject to withdrawal charges. Partial withdrawals may reduce benefits available under the contract, as well as the amount 
available upon a full surrender. Withdrawals of taxable amounts are subject to ordinary income tax and, if taken prior to age 59½, an additional 10% 
federal tax may apply.
Index annuities are not a direct investment in the stock market. They are long-term insurance products with guarantees backed by the claims-paying ability of 
the issuing insurance company. They provide the potential for interest to be credited based in part on the performance of the specified index, without the risk 
of loss of premium due to market downturns or fluctuations. Index annuities may not be suitable or appropriate for all individuals.
The company, its distributors and representatives are not authorized to give legal, tax or accounting advice. Applicable laws and regulations are complex 
and subject to change. Any tax statements in this material are not intended to suggest the avoidance of U.S. federal, state or local tax penalties. Individuals 
should consult their attorney, tax advisor or accountant regarding their particular situation.
The purchase of an annuity is not required for, and is not a term of, the provision of any banking service or activity.
Annuities are issued by American General Life Insurance Company (AGL). Variable annuities are distributed by AIG Capital Services, Inc. (ACS), 
Member FINRA. AGL and ACS are members of American International Group, Inc. (AIG). The underwriting risks, financial and contractual obligations and 
support functions associated with products issued by AGL are its responsibility. AGL does not solicit business in the state of New York.
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the S&P 500 fell 38 percent in 2008,4 an investor who solely 
invested in the market lost a great deal, whereas retirees with 
index annuities would have had less to worry about, since 
their principal and monthly income would not have declined 
due to market downturns;5 instead, no interest would have 
been earned during this volatile time. 

In contrast, the individual who was 100% invested in the 
market may have had to cut back on his or her lifestyle. 
The investor might have also jumped out of the market at 
just the wrong moment because of fear and missed out on 
the subsequent gains as the market rebounded. In fact, the 
S&P roared back with a 26.46 percent gain in 2009 and 
didn’t have a down year until 2018.6 Please note that past 
performance is not a guarantee of future results. 

Building Long-term Retirement Security
Consulting with an experienced financial advisor can help 
avoid the pitfalls created by emotions. An advisor who has 
worked with clients through several bull and bear market cycles 
understands how to position portfolios for appropriate risk 
and return. With retirements lasting 30 or more years, mixing 
opportunities for growth with investments carrying guaranteed 
income can help ensure security into and through retirement. 

Don’t leave your retirement security to chance. Consider the 
steps you need to take to help create enough ongoing, secure 
income to enjoy your retirement, cover your expenses and 
ensure that you don’t run out of money. 
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