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What happened 

Fear and greed are constants in the market. On Friday, fear reigned. Stocks saw their 

greatest one-day percentage decline since February. The Volatility Index (VIX), also known as 

the fear index, spiked 54% – the fourth greatest one-day percentage rise since 1990.  

Uncertainty surrounding the new Omicron variant remains, including its transmissibility, 

severity, and vaccine responsiveness. Additional uncertainties around how policymakers will 

react to this new variant and how much this could weigh on global growth linger. So, it’s easy 

to see why investors sold first and asked questions later.  
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Our take 

We invest in a constant state of uncertainty. Some periods feel more uncertain than others. In 

our investment process, we focus on getting the weight of the evidence tilted in our favor to 

make better-informed decisions. We seek to reduce emotions, which often lead to doing the 

wrong thing at the wrong time.  

And, the evidence suggests selling on the type of fear seen on Friday has often been the 

wrong decision, at least longer term. Indeed, when we look at the previous instances when 

the VIX spiked more than 40% in one day, stocks were higher 18 out of 19 times a year later, 

with an average gain of 20%. 

That does not imply stocks always rally immediately. In several of the short-term periods we 

reviewed, there were sharp drawdowns. This time could also be different. Still, this data 

suggests staying with the primary market uptrend, even while being prepared for wide short-

term price swings.  

S&P 500 returns following VIX spikes – One year later, S&P 500 up 18 out of 19 times 

 VIX Spikes 
>40% 

S&P 500 forward returns 

Date 
VIX – 
1 day 

1-month 
later 

3-months 
later 

6-months 
later 

12-months 
later 

02/05/18 116% 3% 1% 8% 3% 

02/27/07 64% 1% 9% 5% -1% 

01/27/21 62% 2% 12% 17% — 

11/26/21 54%     

11/15/91 52% 0% 6% 8% 10% 

07/23/90 52% -9% -12% -7% 8% 

08/08/11 50% 7% 12% 20% 25% 

06/24/16 49% 6% 6% 11% 20% 

06/11/20 48% 5% 11% 22% 41% 

02/24/20 47% -24% -8% 5% 20% 

08/21/15 46% -1% 6% -3% 11% 

05/17/17 46% 3% 5% 9% 15% 

08/24/15 45% 2% 10% 2% 16% 

08/10/17 44% 2% 6% 7% 16% 

10/10/18 44% 1% -7% 4% 7% 

04/15/13 43% 6% 8% 10% 18% 

03/16/20 43% 17% 29% 42% 66% 

02/27/20 42% -15% 2% 17% 28% 

02/04/94 42% -1% -6% -3% 2% 

08/03/90 41% -6% -11% -1% 12% 

03/12/20 40% 11% 21% 35% 59% 
      

 Average  1% 5% 11% 20% 

 % Positive  70% 75% 80% 95% 
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Moreover, as we discussed in Friday’s note, consumers and corporations are in a better 

positon to cope with this uncertainty, having dealt with and adapted to the pandemic for most 

of the past two years. And, against this uncertain period, corporate profits and the market 

were able to make new highs. 



 

 

Bottom line 

Expect markets to remain choppy near term as we wait for further details on the new variant. 

But, also recognize that markets have been resilient over the past year as the Delta variant 

surged and that similar bouts of fear have led to positive market returns on a one-year basis 

95% of the time. It’s also important to remember that today’s fears often become tomorrow’s 

catalysts when worries subside. 

From a positioning standpoint, this reinforces our U.S. equity tilt. The U.S. has a relatively 

insulated economy and high quality companies. The latest pandemic developments are more 

negative for the European markets, where the population is generally older and the 

economies are more vulnerable and more dependent on tourism. Further, economic—and 

especially health and human—impacts are more adverse in several emerging markets where 

health care systems are inadequate. 
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Investment Services, Inc., and P.J. Robb Variable Corp., which are each SEC registered broker-dealers, members FINRA, SIPC, and a licensed 

insurance agency where applicable.  Life insurance products are offered through Truist Life Insurance Services, a division of Crump Life Insurance 

Services, Inc., AR license #100103477, a wholly owned subsidiary of Truist Insurance Holdings, Inc.  Investment advisory services are offered by Truist 

Advisory Services, Inc., GFO Advisory Services, LLC, Sterling Capital Management, LLC, and Precept Advisory Group, LLC, each SEC registered 

investment advisers. Sterling Capital Funds are advised by Sterling Capital Management, LLC.    

While this information is believed to be accurate, Truist Financial Corporation, including its affiliates, does not guarantee the accuracy, completeness or 

timeliness of, or otherwise endorse these analyses or market data. Revise  

The opinions and information contained herein have been obtained or derived from sources believed to be reliable, but Truist Financial Corporation 

makes no representation or guarantee as to their timeliness, accuracy or completeness or for their fitness for any particular purpose. The information 

contained herein does not purport to be a complete analysis of any security, company, or industry involved. This material is not to be construed as an 

offer to sell or a solicitation of an offer to buy any security. 

Opinions and information expressed herein are subject to change without notice. TIS and/or its affiliates, including your Advisor, may have issued 

materials that are inconsistent with or may reach different conclusions than those represented in this commentary, and all opinions and information are 

believed to be reflective of judgments and opinions as of the date that material was originally published. TIS is under no obligation to ensure that other 

materials are brought to the attention of any recipient of this commentary. 

Comments regarding tax implications are informational only. Truist and its representatives do not provide tax or legal advice. You should consult your 

individual tax or legal professional before taking any action that may have tax or legal consequences. 

Investments involve risk and an investor may incur either profits or losses. Past performance should not be taken as an indication or guarantee of future 

performance. 

TIS/TAS shall accept no liability for any loss arising from the use of this material, nor shall TIS/TAS treat any recipient of this material as a customer or 

client simply by virtue of the receipt of this material. 

The information herein is for persons residing in the United States of America only and is not intended for any person in any other jurisdiction. Investors 

may be prohibited in certain states from purchasing some over-the-counter securities mentioned herein. 

The information contained in this material is produced and copyrighted by Truist Financial Corporation and any unauthorized use, duplication, 

redistribution or disclosure is prohibited by law. 

TIS/TAS’s officers, employees, agents and/or affiliates may have positions in securities, options, rights, or warrants mentioned or discussed in this 

material. 

Asset classes are represented by the following indexes. An investment cannot be made directly into an index. 

S&P 500 Index is comprised of 500 widely-held securities considered to be representative of the stock market in general.  
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