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The year started off with equities falling roughly 10%, 
as financial markets around the world continued to 
exhibit volatility. This global sell-off was attributed to 

two main concerns: a slowdown in China and historically 
low oil prices. Despite the initial sharp decline, the market 
experienced a turnaround in mid-February, and markets 
started to gain momentum. This push during the second half 
led domestic markets to end the quarter in the green. 

The S&P 500 posted a nominal 1.35% return for the first 
quarter of 2016. Large cap companies that make up the 
S&P 500 continued to face headwinds overseas due to the 
strong U.S. dollar. Smaller U.S. companies were not able 
to withstand the difficult economic climate as well, with 
the Russell 2000 index returning -1.52% for the quarter. 
Additionally, value stocks outperformed growth stocks, as 
companies generated earnings from cost cutting rather than 
sales growth. The Morningstar Large Value category returned 
1.29% over the quarter, compared to the Morningstar Large 
Cap Growth returning -2.46%. 

On the international front, developed markets in Europe 
continued to struggle as the MSCI EAFE Index returned 
-3.01% on the quarter. Ineffective European Central Bank 
(ECB) policies have contributed to this struggle, as efforts 
to stimulate the European economy have not lived up to 
expectations. As a result, the ECB recently boosted its 
expansionary policies with the hope that it will lead to 
economic growth. 

Bonds, as measured by the Barclays U.S. Aggregate, 
advanced to 3.03% over the quarter. The Federal Reserved 
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Source: Morningstar Direct
Past performance does not guarantee future returns.

announced in March that it would leave rates unchanged  
at 0.50%. 

The chart below shows the major index and style category 
returns for the quarter, year-to-date, one-year, three-year, and 
five-year time periods ended March 31, 2016. 
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PERFORMANCE
Quarter YTD 1 Year 3 Year 5 Year 

S&P 500 TR USD 1.35 1.35 1.78 11.82 11.58

Russell 2000 TR USD -1.52 -1.52 -9.76 6.84 7.2

MSCI EAFE NR USD -3.01 -3.01 -8.27 2.23 2.29

Barclays US Agg Bond  
TR USD 3.03 3.03 1.96 2.5 3.78

US OE Large Value 1.29 1.29 -2.94 8.16 8.75

US OE Large Growth -2.46 -2.46 -2.39 11.07 9.88

US OE Small Value 2.18 2.18 -6.88 6.06 6.61

US OE Small Growth -4.32 -4.32 -11.64 6.35 6.49

2016 RETIREMENT CHECKUP

This quarter, Retirement Matters addresses the topic 
of “timing,” as the volatile start to 2016 brought 
investments to the forefront of many participants’ 

minds. Some participants may have questioned, “should 
I pull my money out of the market?”, as they watched the 
market take a dive. Taking money out of fear that markets 
may continue to tumble, or putting money into the market 
in an attempt to capture the upside is called “timing the 

Continued on page 3



Continued on page 3

2016 RETIREMENT CHECKUP

PAGE 2
Source: Bloomberg

We see the behavioral economics theory of loss aversion, 
as described earlier, at the red line as participants began to 
sell. As the chart depicts, if a participant sold positions in 
mid-2008, then he settled for a loss and missed out on the 
market upswing, which started in 2009 and has continued 
through 2015. On the other hand, let’s assume a participant 
was invested 60% in the S&P 500 Index and 40% in the 
Barclays U.S. Aggregate Bond Index throughout the entire 
time frame (12/01/07–12/31/15). This participant would 
have returned 37%, despite going through the market 
volatility in 2008. 

After reviewing this graph, a participant may be inclined to try 
and time the market (sell high and buy low). It is easier said 
than done to “weather the storm” during market volatility. The 
next section, reviews how trying to time the market is even 
harder than withstanding volatility, not to mention costly.

Market Timing:

Timing the market is a nearly impossible task. Few people 
have successfully predicted the market consistently. In 
order to perfectly time the market, a participant needs to be 
right twice. First, selling before the market starts to decline 
(selling at the top) and second, finding the right time to get 
back in the market (buying at the bottom).  

It is important to point out that the most alluring time to 
pull out of the market is during heightened volatility, which 
is also the most difficult time to predict the market. The 
chart below illustrates how individuals who tried to time the 
market actually underperformed the market. 

market.” Whether or not “market timing” works is a very 
popular debate, and as we will discuss in the letter, there 
are studies on the ineffectiveness of market timing. In 
regards to retirement plans, participants should focus more 
on their length of time in the market, not timing the market 
itself. This newsletter explores these topics by focusing 
on how to withstand volatility, the importance of avoiding 
market timing, and the significance of having an appropriate 
asset allocation.

Withstanding Volatility: 

One of the most common mistakes that investment 
consultants at CBIZ see is participants getting out of the 
market at the wrong time. This can be attributed to a 
behavioral theory called, “loss aversion.” This theory states 
that investors dislike loss more than they enjoy gains, 
meaning, investors are more likely to sell positions due to 
fear when experiencing losses, rather than selling when the 
market is going up and they are experiencing gains. The 
result is often buying high and selling low. When the market 
is experiencing negative returns, a participant’s initial instinct 
is to sell and save what they have left. During such times, 
CBIZ consultants advise participants to overcome this instinct 
and to “weather the storm” during market volatility. When a 
market downturn has reached a point where participants are 
feeling the pain, the peak of the market has likely passed. 
If a participant were to sell at that time, he would lock in his 
loss since the market has already fallen substantially. Further, 
liquidating (or selling) a portfolio during a market downturn 
not only results in a loss, but also in a missed opportunity to 
regain those losses when the market comes back.

For illustrative purposes, let’s review the most recent 
recession. The chart below includes the 2008 recession, 
highlighted in red, and its rebound, highlighted in green. 
Looking back, it is easy to see that the market actually 
started falling at the end of 2007, which was the start of 
the Great Recession. However, the important date on the 
graph is not when the recession started, but rather the point 
in time participants actually started to realize the economy 
was in trouble and began to sell. This point was not until the 
middle of 2008, as marked by the red line.  

Source: Morningstar

On average, over a ten year time frame, which is a 
reasonable length of time for retirement plans as they 
have long-term investment horizons, an active investor 
underperformed the overall market by -2.49%. This is a 
result of asset flows, where a participant transferred money 
in and out of the market in attempt to time market swings. 

 U.S. Equity Sector Equity Balanced Int’l Equity Taxable Bond Municipal Alternative All Funds

Total Return vs. Investory Return ■ Ave. 10 year total return ■ Avg. 10 year investor return — Returns gap
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However, if a participant did not move her assets, she would 
have experienced a 7% return over ten years, compared 
to the active investor’s 5% return. This confirms that 
market timing is not only a very difficult task, but also has 
consequences in terms of portfolio growth. 

Guidelines: 

Here, we present a few guidelines to help participants stay 
on track for retirement despite volatile markets. To start, a 
participant needs to be disciplined: make a plan and follow 
it. The plan should include establishing a percentage of 
income to invest on a regular basis in his or her retirement 
plan. The key is to invest consistently. If a participant is 
active in her employer’s retirement plan, these contributions 
come through payroll deductions. Each payroll deduction will 
automatically invest your contribution based on how your 
allocation is set up.  

Often, a participant may lower contributions to retirement 
plans because of fears that the market is in, or near, a 
downturn, or perhaps because he believes that the market is 
overvalued (too expense).  No matter the circumstance, it is 
in the participant’s best interest to invest money immediately 
and consistently. This is called “dollar cost averaging,” and as 
the next paragraph will illustrate, the discipline of dollar cost 
averaging has historically shown to benefit investors.

Continued from page 2

market perfectly. This participant experienced the largest 
return because he bought low and sold high. But as 
discussed earlier, this is nearly impossible to do. Notably, 
a participant that created a plan and invested immediately 
and consistently based on the plan guidelines saw returns 
that only slightly trailed that of the near impossible perfect 
market timing. This is a result of dollar cost averaging, as 
mentioned earlier: over time, a participant receives the 
average price of good and bad markets.  Finally, despite the 
market volatility during this twenty-year time frame, even if 
a participant had bad luck and invested all assets at the 
wrong times, returns were still significantly higher than had 
the participant stayed in cash, as shown by the bars on the 
far right. Simply put, poor market timing is better than not 
investing in the market at all. 

Retirement plans are long-term investment vehicles. Due 
to this longevity, it is inevitable that during a participant’s 
time in the market, he or she will experience volatility. As 
discussed, during market downturns, it is imperative that 
a participant resist the initial instinct to pull money out of 
the market and to “weather the storm.” During volatility, 
participants should continue to make contributions 
regularly. A participant is better suited if assets are invested 
immediately and market timing is avoided. Participants 
have a higher probability of being successful if they remain 
disciplined, make a plan, and follow it. Remember, we 
emphasize overall time in the market, not timing the market 
itself. Following these guidelines will lead a participant 
to being on their way to an enjoyable retirement. CBIZ 
investment consultants are available to help answer any 
questions you may have in regards to saving for retirement. 
We are here to help! 

Source: Charles Schwab

This market commentary contains our current opinions and does not represent a recommendation of any particular security, strategy or investment product.  
Such opinions are subject to change without notice. These comments are distributed for documenting due diligence and educational purposes. No part of this 
publication may be reproduced in any form, or referred to in any other publication without express written permission. Past performance is no guarantee of future 
results. Indexes are not managed and cannot be invested in directly. All returns include reinvested dividends, sourced from Morningstar and Bloomberg. 
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The chart above shows the return a participant would 
experience if $2,000 was contributed to a portfolio each 
year for 20 years (1983-2012), using different scenarios. 
The far left bar illustrates a participant that timed the 
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