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Annual returns of stock markets

The annual returns of markets are unpredictable and can vary significantly from year to year.
This randomness is a fundamental characteristic of financial markets.

The graphic below shows that the distribution of stock market returns for each calendar year since
1927 forms a bell-shaped curve. This visual representation highlights the range of outcomes that can
occur, from exceptionally good years to notably bad ones.
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Figure 1: Annual stock market returns in context

Source: Albion Strategic Consulting. Albion World Equity Index (https://smartersuccess.net/indices). 1927 to 14th April 2025.
Returns in USD.

Whilst 2025 so far sits on the wrong side of the zero line, it remains uncertain where stock markets
will end up by the end of the year. The randomness of annual stock market returns serves as a
reminder that short-term predictions are inherently unreliable. Good investing requires focusing on the
things you can control (risk management, broad diversification, investing costs, avoiding emotional
reactions), and accepting those you cannot.

Regardless of the direction of stock markets, most investors benefit from some protection mechanisms
to reduce the impact of stock market swings:

1.  Owning bonds: High quality bonds can act as a buffer against heightened stock market

uncertainty. They tend to perform well when equities are underperforming, as investors flee in
search of ‘safer’ havens.

2. Diversification: Spreading investments across a wide range of companies, sectors, and
geographical regions can reduce the risk associated with any single investment.

3. Regular portfolio rebalancing: Periodically reviewing and, if necessary, adjusting the portfolio
to maintain the desired asset allocation can help manage risk. Rebalancing ensures that the
portfolio remains aligned with the investor’s long-term goals and risk objectives.
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For most investors, the spread of outcomes can be expected to be much narrower than that presented
in the graphic on the previous page by using such techniques. Being diversified, diligent and patient in
investing lends well to better outcomes.

As your adviser, part of our role is to ensure that you are invested in the solution that provides you with
the best chance of achieving your financial goals whilst keeping risk at a level you are comfortable
with. Our Investment Committee is responsible for the regular and thorough oversight of the investment
solution we recommend. We are committed to thoughtful and consistent oversight and implementation
of the investment strategy underpinning your financial plan.
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Other notes and risk warnings

Use of Morningstar Direct© data

© Morningstar 2025. All rights reserved. The information contained herein: (1) is proprietary to Morningstar and/

or its content providers; (2) may not be copied, adapted or distributed; and (3) is not warranted to be accurate,
complete or timely. Neither Morningstar nor its content providers are responsible for any damages or losses arising
from any use of this information, except where such damages or losses cannot be limited or excluded by law in your
jurisdiction. Past financial performance is no guarantee of future results.

Risk warnings

This article is distributed for educational purposes only and must not be considered to be investment advice or an
offer of any security for sale. The reference to any products is made only to make educational points and must, in no
circumstances, be deemed to be any form of product recommendation.

This article contains the opinions of the author but not necessarily the Firm and does not represent a
recommendation of any particular security, strategy or investment product. Information contained herein has been
obtained from sources believed to be reliable but is not guaranteed.

Past performance is not indicative of future results and no representation is made that the stated results will
be replicated.

Errors and omissions excepted.

Barnett Ravenscroft Wealth Management is a trading name of Barnett Ravenscroft Financial Services Ltd which is
authorised and regulated in the United Kingdom by the Financial Conduct Authority FRN: 225634 and registered in
England and Wales under Company No. 04013532.

The registered office address of the Firm is 13 Portland Road, Edgbaston, Birmingham, B16 9HN
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