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Performance of the S&P 500 Index [
Daily: January 1, 1970-December 31, 2008
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Compound Return 9.49% 9.18% 8.30% 6.87% 5.67% 5.85%

In US dollars. The S&P data are provided by Standard & Poor’s Index Services Group.

US bonds and bills data © Stocks, Bonds, Bills, and Inflation Yearbook™, Ibbotson Associates, Chicago (annually updated work by Roger G. Ibbotson and Rex A. Sinquefield).

Indices are not available for direct investment. Their performance does not reflect the expenses associated with the management of an actual portfolio.

Past performance is not a guarantee of future results. Values change frequently and past performance may not be repeated. There is always the risk that an
investor may lose money.
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The harsh reality of market efficiency has not stopped speculators and other traders from attempting to read the future. On paper, market timing offers a seductive prospect: By predicting market direction ahead of time, a trader might capture only the best-performing days and avoid the worst. 



This slide tells the other side of that story. Large gains may come in quick, unpredictable surges. A trader who misinterprets events may leave the market at the wrong time. Missing only a small fraction of days—especially the best days—can defeat a timer’s strategy.



For example, since 1970, missing the best 25 trading days would have significantly cut S&P 500 Index annualized compound return.



Trying to forecast which days or weeks will yield good or bad returns is a guessing game that can prove costly for investors.
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Performance of the S&P 500 Index [
January 1970-December 2008

Annualized Compound Returns over Periods
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e Ten of the top 25 days occurred
between September 2008 and
December 2008, during which 2% 1
time the S&P 500 dropped 28.9%
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In US dollars. Time periods greater than one month are based on monthly rolling periods, and dates indicated are end of period.

The S&P data are provided by Standard & Poor’s Index Services Group.

Indices are not available for direct investment. Their performance does not reflect the expenses associated with the management of an actual portfolio.
Past performance is not a guarantee of future results. Values change frequently and past performance may not be repeated. There is always the risk that an
investor may lose money.
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This analysis offers further insight into the potential consequences of both successful and failed market timing. 



The graph plots the S&P 500’s annualized compound return since 1970. The green bar (far left) shows what a buy-and-hold investor would have earned in annualized return for the entire period. The bars to the right show the incremental return impact if an investor had missed the best or worst day, month, quarter, or longer sequence during the period. 



For example, the worst market day since 1970 occurred on October 19, 1987—just two days before the best day of the period. An investor who avoided the worst day would have earned a 10.10% annualized return, but missing the best day would have reduced the return to 9.18%.



If daily market returns are random, market timing is a flip of the coin. Investors who attempt to predict market drops are just as likely to avoid them as to miss out on strong return periods.




