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Turning Market Panic into Opportunity: Buying Great
Companies at a Discount

As of late March 2025, the investment landscape resembles a rollercoaster stuck in a downward
spiral. Investor sentiment has hit rock bottom, with fear and panic dominating headlines and
conversations alike. Markets have been shaken by persistent inflation worries, tariffs, and
geopolitical tensions, driving stock prices lower and leaving many investors paralyzed by
indecision. Yet, within this turmoil lies a silver lining: short-term market weakness offers a
chance to buy into great companies at a discount. As the legendary investor Sir John Templeton
once advised, the time to "be aggressive at the point of maximum pessimism" has arrived. This
article explores how investors can seize this moment—and why history suggests such a strategy
could yield significant rewards for long-term portfolios, including those built for retirement.

Investor sentiment often serves as a contrarian signal for those who study markets closely.
Currently, pessimism reigns supreme. The AAII Investor Sentiment Survey reported bullish
sentiment at just 25.4% as of March 27, 2025, well below its historical average of 37.5%,
highlighting widespread fear. When panic sets in, stock prices tend to overshoot downward,
pulling even the strongest companies into undervalued territory. This isn’t mere speculation—it’s
a recurring pattern observed across decades of market cycles.

Consider a clearance sale at a retail store. A high-quality jacket, once priced at a premium, might
drop 50% simply because the store misjudged demand. The jacket’s value hasn’t diminished—
only its price has. Similarly, in the stock market, great companies with robust balance sheets,
steady earnings, and competitive edges don’t lose their worth overnight, even when their share
prices plummet amid widespread selling.

Market panics breed mispricings, and mispricings open doors for opportunity. When investors
sell indiscriminately, shares of exceptional businesses often get swept up with the weaker ones.
Disciplined investors can capitalize on this by targeting quality companies that have been
oversold and over hated, positioning themselves for gains when the market eventually
rebounds—as it historically always has.
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Picture an investor during the COVID-19 market crash of early 2020. As portfolios dropped 20%
in mere weeks, sentiment hit a low not seen since 2008, with the VIX (a volatility gauge dubbed
the "fear index") soaring. Amid the chaos, a top-tier tech company saw its stock fall 35%, from
$75 to $50, despite boasting growing revenue, a strong cash position, and a dominant market
share. An investor who bought at $50 saw the stock climb to $90 by mid-2021, securing an 80%
gain. The takeaway? Short-term weakness, when met with a long-term outlook, can transform
fear into profit.

Sir John Templeton’s advice to "be aggressive at the point of maximum pessimism" isn’t just a
memorable quote—it’s a strategy grounded in evidence. History demonstrates that buying when
others sell en masse often leads to outsized returns. A Vanguard study found that the S&P 500’s
average annualized return over the 12 months following a sentiment low was 15%, compared to
8% in neutral conditions. Success hinges on pinpointing companies with enduring strength—
those capable of surviving downturns and thriving in recovery.

What defines a "great company" worth buying at a discount? Key traits include:

o Strong Fundamentals: Consistent revenue growth, healthy profit margins, and low debt
levels.

o Competitive Moats: Unique advantages like brand loyalty, patents, or market dominance
that fend off competitors.

e Resilience: A proven ability to endure tough economic cycles without faltering.

o Essential Products: Companies producing goods or services the world cannot live
without, such as healthcare providers, utility firms, or tech giants integral to daily life.

For those planning for retirement, investing isn’t about perfectly timing the market—it’s about
staying invested over time. Short-term dips, though unsettling, are mere blips against a 20- or 30-
year horizon. Purchasing quality companies at a discount during these moments lays a
foundation for long-term growth. Reinvesting dividends from such undervalued stocks can
further boost returns through compounding, turning today’s market panic into tomorrow’s
financial security.

How can investors turn panic into profit? Staying disciplined and adhering to a consistent
strategy are paramount, especially when fear tempts others to flee. Savvy investors thrive by
feeding when everyone else retreats—zeroing in on quality companies overlooked in the
stampede to safety. This approach isn’t about chasing short-term gains; it’s about steadily
building wealth. The point of maximum pessimism may feel daunting, but it’s where the
courageous find the greatest reward.
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Financial Strategist, Investment Advisor Representative

Avery Hayes is a dedicated Financial Advisor at Hayes Advisory Group with a focus on strategic
planning and education. With a passion for helping clients navigate the complexities of financial
management, Avery specializes in creating and implementing comprehensive plans that
encompass investment management, financial planning, and tax planning. Avery’s approach is
rooted in a deep understanding of the financial landscape and a commitment to educating clients,
empowering them to make informed decisions about their financial future. Avery also helps with
educational courses taught through employer classes, classes taught for Federal employees, and
The Prepare Institute, a 501©3 non-profit educational institution.

Investment Advisory Services offered through Brookstone Capital Management LLC and Milestone Asset Management LLC, both Registered
Investment Advisors. Investments and/or investment strategies involve risk including the possible loss of principal. There is no assurance that any
investment strategy will achieve its objectives. This information is not intended to be used as the sole basis for financial decisions, nor should it
be construed as advice designed to meet the particular needs of an individual s situation. Avery Hayes and/or Hayes Advisory Group are not
affiliated with or endorsed by the Social Security Administration or any other government agency. The information provided is not intended as
tax or legal advice and should not be relied on as such. You are encouraged to seek tax or legal advice from an independent professional. Any
examples are for illustrative purposes only and do not take into account your particular investment objectives, financial situation, or needs and
may not be suitable for all investors. It is not intended to project the performance of any specific investment and is not a solicitation or
recommendation of any investment strategy.
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