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Market Timing Success is Elusive Because of Concentrated Stock Returns
By Robert Zuccaro, CFA

The highest returns in the stock market tend to be 
concentrated in small intervals of time, whether 
the intervals are days or months. According to a 
study conducted by Birinyi Associates on missing 
the best five days each year during 1966-2001, an 
investor would have lost 85% of their investment 
of $1,000 in the S&P 500 Index. Hence, it would have 
been reduced to $150. On the other hand, a $1,000 
investment in the same index would have grown to 
$11,710 before dividends during the same period. With 
roughly 260 trading days in a year, this means that 
255 days cancel each other out with no loss or gain, 
and a mere five days account for the entire gain or 
loss in any given year. What sometimes happens 
is that the best days follow the worst days or vice 
versa. For example, on October 9th in 2008, the 
market dropped 7.3%, its 13th worst drop ever; four 
days later it jumped 11% for the 5th highest daily gain 
ever. It is nearly impossible to anticipate moves of 
this magnitude, especially when so close to each 
other.

In looking at returns on a monthly basis, data show 
that the best returns are concentrated in one month 
every year. An investment of $1,000 in the S&P 500 in 
1936 would have grown to almost $4.6 million by the 
end of 2019 including reinvestment of dividends. The 

chart below shows the severe penalties incurred by 
missing the best 10 to 40 months during the 84-year 
period.

The evidence is overwhelming that it is better 
to remain fully invested at all times rather than 
attempting to time the market. There are few, if any, 
publicly documented track records of successful 
market timers. In 1978, the Lowry Market Timing Fund 
was introduced, professing to have a special skillset 
in timing. In its 13-year existence before closing its 
doors for good, it was only able to beat the S&P 500 
in just 3 years and was significantly behind the S&P 
500 over the full period. Market timing offers great 
intellectual appeal, but history shows that managers 
having such capability are few and far between.
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Disclaimer

Golden Eagle Strategies, LLC (Formerly known as Target QR Strategies, LLC) is an investment adviser to private investment funds. This material is for 
general informational purposes only and does not constitute a solicitation or offer for any investment product or service. Certain information may 
be derived from third-party sources and is believed to be reliable, but its accuracy and completeness are not guaranteed. Opinions, estimates 
and projections constitute Golden Eagle Strategies’ judgment and are subject to change without notice. Past performance is no guarantee of 
future results and it should not be assumed that any investment or strategy will be profitable or will equal the performance of any example or il-
lustration. Different strategies will have varying risks, potential for return, and costs which should be understood prior to investing. Investing involves 
risks and you may incur a profit or a loss. The investments or investment strategies discussed herein may not be suitable for every investor. CFA  
is a registered trademark owned by CFA Institute. Data shown is through the date listed on article.


