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Market Pullbacks, DiversificaƟon, and Long-Term 

Over the past few weeks, more clients have reached out with a 
familiar quesƟon: What’s going on with the market? 

That quesƟon usually comes aŌer a pullback, and it rarely comes from 
panic. More oŌen, it reflects something quieter: uncertainty. Markets 
had been moving higher, confidence felt easy, and now things feel less 
seƩled. That shiŌ alone can be unseƩling. 

I do not spend much Ɵme offering market commentary, and that is 
intenƟonal. Short-term market movements are noisy, emoƟonal, and 
oŌen driven by narraƟves that change faster than porƞolios should. 
SƟll, periods like this are a good reminder to step back and revisit the 
framework behind how we invest and why diversificaƟon maƩers, 
especially when the headlines feel uncomfortable. 

Market Pullbacks Are Uncomfortable, but Not Unusual 

Market pullbacks are not a sign that something is broken. They are 
part of how markets work. Periods of strong performance tend to 
create confidence and someƟmes complacency. When leadership 
narrows or enthusiasm cools, markets adjust. That adjustment can feel 
abrupt even when it is normal. 

What we are seeing now looks less like a single event and more like a 
shiŌ in senƟment. Certain areas of the market that had driven recent 
gains are being quesƟoned, while other, more familiar parts of the 
economy are holding up beƩer. This kind of rotaƟon can feel confusing 
if you are focused on individual headlines, but it is not unusual in 
longer market cycles. 

One of the simplest ways to understand why diversificaƟon maƩers is 
to look at how different parts of the market take turns leading. The 
graphic on the next page shows annual market returns ranked by 
performance over Ɵme. What stands out is not consistency, but 
constant change. The strongest performers one year oŌen look very 
different the next, which is why porƞolios are built around balance 
and discipline rather than trying to guess what will lead next. 

“You can’t 
predict. 

You can 
prepare.” 
 
Howard Marks 
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If predicƟng the top performer were easy, this chart would look very different. 

Source: hƩps://awealthofcommonsense.com/2026/01/updaƟng-my-favorite-performance-chart-for-2025/ 

The takeaway is not which color finishes on top in any given year, but that no single asset 
class stays there consistently. 

Investment Risk Is Real, and Discipline MaƩers 

It is important to say this clearly: invesƟng involves risk. Markets can and do decline. 
DiversificaƟon does not prevent losses, and no strategy removes uncertainty enƟrely. What 
diversificaƟon does provide is structure. It allows decisions to be made in advance, based on 
goals, Ɵme horizons, and risk tolerance, rather than reacƟng emoƟonally to short-term 
market moves. 

A well-constructed, diversified porƞolio is not built for perfect condiƟons. It is built to 
navigate imperfect ones. 

If recent market moves have you feeling uncertain or simply want to talk things through, 

please know we are always available. Some mes a brief conversa on is all it takes to put 

short-term market noise back into long-term perspec ve. 


