
How to Stay Calm and 
Invest Smarter in 2025

John Bajkowski

Cynthia McLaughlin

Charles Rotblut, CFA

Wayne A. Thorp, CFA



Tariff Announcements and the S&P 500
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Source: S&P Capital IQ and NPR. Data as 4/11/2025.



AAII Sentiment Survey
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AAII Sentiment Survey results for 11/6/2024–4/9/2025.
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Recovery Time From Stock 
Market Drops (1945–2024)

Source: Sam Stovall.

Time to 
Recovery 
(Months)

Time to 
Low 

(Months)

Average 
Drop From 

PeakNumberType of Decline

1.51(7%)62Pullback (5.0–9.9%)

44(14%)24Correction (10.0%–19.9%)

23 13(32%)14All Bear Markets (>20%)

1310(27%)10
“Garden Variety” Bear (20%–
40%)

5823(51%)3
“Mega-Meltdown” Bear 
(>40%)



Impact of Missing “3%” Days
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S&P 500 Index
December 31, 1927 – April 11, 2025



S&P 500 Daily Moves of 3% or More
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December 31, 1927 – April 11, 2025



Distribution of Days Between 3% Moves
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Volatility Is the Price of 
Long-Term Stock Returns
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The Impact of Having a 
Long-Term Perspective



The Impact of Having a 
Long-Term Perspective
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Average annual return ~10.4% incl. dividends



Market Rises Despite Bad News
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Market Valuation and Concentration
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• The top 10 
constituents of the 
S&P 500 made up 
33.6% of the index on 
March 31, 2025.

• The low volatility 
factor worked well 
during March. 

Source: S&P Global. Data as of 3/31/2025 and 4/9/2025.



WHAT INVESTORS CAN DO NOW
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Assessing Your Risk Tolerance
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Source: “A One-Page Plan for Maximizing Long-Term Wealth,” July 2024 AAII Journal.



Our Emotions and Biases Are Our 
Portfolio’s Biggest Enemy

• Media consumption effect frequently impacts our 
emotions and actions

• We tend to act quickly instead of slowing down and being 
thoughtful

• Our desire to avoid short-term losses can lead to bad 
long-term decisions
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Asset Allocation Models 

• Three models that can be 
personalized to meet your 
needs.

• Exchange-traded funds (ETFs) 
and mutual funds can be used in 
lieu of individual securities. 

• Visit  
https://www.aaii.com/asset-
allocation for models and 
resources.
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Tax-Loss Harvesting and Wash-Sale Rule

• Sell positions with a paper loss so that the loss can be used to 
offset taxable gains and up to $3,000 of other types of income 
($1,500 for married individuals filing separately).

• Capital losses remaining after the deduction are carried over 
indefinitely into future years.

• Wash-sale rules prevent the loss from being claimed if a 
similar asset is purchased within 30 days before or after the 
original sale.

• AAII’s 2024 Tax Guide has more information on determining 
and reporting capital gains.
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Retirement Account Tax Opportunities

• Invest recent contributions as opposed to holding cash.
• Avoid taking any loans or distributions from your plans.
• In-kind distributions allow continuous exposure to 

temporarily depressed investments while also potentially 
lowering the taxes owed when the asset is eventually 
sold.

• Roth conversions can create tax-saving opportunity.
– Lower taxable income from conversion
– Growth opportunity when markets recover
– No required minimum distributions (RMDs)
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Level3 Cash Allocation Strategy

• Reality-based strategy. Stay invested in assets that offer the 
greatest potential for long-term wealth growth while satisfying 
current funding needs and minimizing real risk.

• Covers two to four years of expected expenses.
• Investment allocation should be reviewed and adjusted only once 

per year, ideally on December 31, to reduce short-term risk and 
simplify management.

• Defensive Mode triggered if the S&P 500 is more than 5% below its 
all-time high on decision day; withdrawals shift to the safe (non-
equity) portion.

• Withdraw from safe assets until the S&P 500 recovers past the 
threshold, then resume equity withdrawals and rebuild the safe 
portion over two years.
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Level3 Cash Allocation Strategy

21



Buckets: Allocate by Time
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Source: “For Bucket Portfolios, the Devil Is in the Details,” by Christine Benz, July 2018 AAII Journal.



AAII TOOLS
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AAII ETF Screener
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ETF Comparison Tool
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Seeking Opportunity Amid Chaos

• Strong balance sheets with 
low debt-to-equity ratios

• Supply chain resilience 
and adaptability

• Consistent free cash flow
• Domestic revenue focus
• Pricing power
• Market leaders with 

competitive moats

• Essential products and 
services

• Companies with tariff 
exemptions or strategic 
advantages under current 
trade policies

• Reasonable valuations 
relative to historical 
benchmarks
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Top Defensive AAII Stock Ideas Screens
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Low-Volatility AAII Stock Ideas Screens
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Strategic Buy Lists: 
Capitalizing on Market Downturns

Why Buy Lists Are 
Essential:
• Combat Emotional 

Decision-Making during 
market panic

• Enable Swift Action when 
quality stocks reach target 
prices

• Maintain Focus on long-
term value over short-term 
volatility

Tip: Develop your buy list 
during calm market periods 
based on fundamentals and 
include specific prices at 
various discount levels.
Remember: Market 
corrections, while 
uncomfortable, often 
present the best long-term 
buying opportunities.

“Be fearful when others are greedy and greedy when others are fearful.” —Warren Buffett
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Questions?



AAII Platinum

• A+ Investor
– Data-driven investment 

discovery, analysis & tracking 
platform

• Retirement Investing
– News, information and 

strategies for those planning 
for or living in retirement

• Dividend Investing
– Portfolio of 24 dividend-paying 

stocks
• Growth Investing

– 20 sustainable-growth stocks

• Stock Superstars Report
– 4 “guru” portfolios, 40 stocks

• William O’Neil (momentum & 
growth)

• David Dreman (deep value, 
dividend-paying)

• James O’Shaughnessy (factor-
based: financial strength, 
earnings quality & value)

• John Neff (GARP)

• VMQ Stocks
– 20-stock portfolio
– Factor-based: Value, 

Momentum & Quality
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Thriving in Volatile Markets 
With AAII Platinum's Support

Visit www.aaii.com/platinum-upgrade to get a 
custom LOW rate on a one-year subscription to AAII 

Platinum

• 8 AAII Model Portfolios
• 5 premium newsletters
• A+ Investor’s 3-in-1 toolkit
• Redesigned A+ Investor Mutual 

Fund and ETF Screeners
• AAII Retirement Investing

• My Portfolio+
• Platinum Dashboard
• Weekly Premium Product 

Emails
• Platinum 30 stock list
• All special reports
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