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Should You Invest During Market Corrections?

Every investor enjoys watching the value of their investments rise. However, markets
do not move upward in a straight line. Periodically, they experience declines known as
market corrections. While these phases often create fear and uncertainty, they can also
present valuable opportunities for long-term investors.

The real question is not whether market corrections will occur—they are an inevitable
part of investing. The more important question is: Should you invest when they
happen?

What is a Market Correction?

A market correction is generally defined as a decline of 10% or more from a recent
market high. Corrections may be triggered by several factors, including economic
slowdowns, geopolitical tensions, changes in interest rates, inflation concerns, or simply
excessive market valuations.

Although corrections can be uncomfortable, they are a normal and healthy feature of
financial markets. They help moderate excessive optimism, bring valuations closer to
fair levels, and often lay the foundation for the next phase of growth.

Why Investors Fear Market Corrections?
One of the biggest challenges during a correction is managing emotions. Seeing a
portfolio decline in value can make investors anxious and tempt them to stop investing
or sell their holdings.
Common reactions include:

o Delaying SIPs until markets "recover."

o Selling investments to avoid further losses.

o Waiting for the "perfect" time to reinvest.
While these responses may seem logical, they often work against long-term wealth
creation. History has shown that investors who stay invested through market downturns
are generally better positioned to benefit from subsequent recoveries.

Why Market Corrections Can Be an Opportunity?

1. You Buy at Lower Prices

A correction allows investors to purchase units of quality mutual funds at lower Net
Asset Values (NAVs). This is similar to buying a good product when it is available at a
discount. If the fundamentals of the underlying businesses remain strong, lower prices
can improve long-term return potential.
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2. SIPs Become More Powerful
One of the greatest advantages of a Systematic Investment Plan (SIP) is that it
automatically purchases more units when prices fall.
For example:

e Monthly SIP: 10,000

e NAV before correction: 100 — 100 units purchased

e NAV after correction: T80 — 125 units purchased
The same investment buys more units during market declines. Over time, as markets
recover, these additional units can significantly enhance long-term returns through the
benefit of rupee cost averaging.

3. Corrections Have Historically Been Temporary

Market corrections may last for weeks or months, but quality businesses and strong
economies have historically recovered over the long term.

Major global events—including financial crises, pandemics, and geopolitical
conflicts—caused temporary declines. Yet markets eventually recovered and reached
new highs over subsequent years.

While past performance does not guarantee future results, history reminds us that
patience has often been rewarded.

What Should Investors Do During a Correction?

Instead of reacting emotionally, investors should consider a disciplined approach.

1. Continue Your SIP

Stopping SIPs during market declines may mean missing the opportunity to accumulate
more units at attractive prices. Continuing regular investments allows investors to
benefit from lower market valuations.

2. Review Your Asset Allocation

Market movements can alter your portfolio's balance. A correction is an appropriate
time to review whether your investments remain aligned with your financial goals and
risk tolerance.

If equity exposure has fallen below your target allocation, gradual rebalancing may help
restore the desired asset mix.

3. Focus on Quality

Market corrections are not an opportunity to invest indiscriminately. Instead, focus on
well-managed mutual funds with consistent investment processes, experienced fund
managers, and portfolios of fundamentally strong companies.
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4. Stay Focused on Long-Term Goals

Whether your objective is retirement, children's education, or wealth creation, these
goals often span many years. Short-term market fluctuations should not distract
investors from their long-term financial plans.

5. Avoid Trying to Time the Market

Many investors wait for the "lowest point" before investing. Unfortunately, identifying
the exact market bottom is almost impossible—even for experienced professionals.

By the time market sentiment improves, prices may have already recovered
significantly.

A disciplined investment strategy—particularly through regular SIPs—reduces the need
to predict market movements and allows investors to participate consistently across
different market cycles.

A Simple Illustration
Imagine two investors each have X1,20,000 to invest over one year.

o Investor A waits for the perfect market bottom before investing.

o Investor B invests 310,000 every month through an SIP.
If markets fluctuate throughout the year, Investor B purchases units at different price
levels, reducing the impact of market volatility. This disciplined approach often leads
to a lower average purchase cost compared with attempting to perfectly time the market.

Conclusion:

Market corrections are an unavoidable part of every investment journey. While they
may create temporary discomfort, they can also offer opportunities for disciplined
investors to accumulate quality investments at more attractive valuations.

Instead of allowing fear to dictate financial decisions, investors should remain focused
on their long-term objectives, continue investing regularly, and periodically review their
portfolios to ensure they remain aligned with their goals.

Successful investing is not about avoiding every market decline—it is about staying
invested through market cycles with patience, discipline, and a well-structured
investment plan.
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Regards,
Trina Dutta
Research Executive, Wishlist Capital

* Mutual funds are subject to market risks. Please read all scheme-related documents carefully
before investing. Past performance does not indicate future results. Investments are subject to
market fluctuations, and there is no assurance of returns.
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