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“If Santa Claus should fail to call, bears may come to Broad and Wall.” Turn on any financial media 

outlet around the holidays, and you will likely hear some strategist utter this phrase. The belief is that if 

the equity markets do not experience a Santa Claus rally (one trading day prior to Christmas holiday 

through the first two days of the new year), it means they were on the naughty list, and further losses 

may be in store throughout the coming January. Wall Street strategists love catchy one-liners that make 

headlines, but my goal is to debunk this myth and highlight a potential near-term opportunity. 

 

First and foremost, there is no statistical evidence that supports the notion that if equity markets fall 

during that Santa Claus time period, they are likely to continue falling in the coming weeks or month. 

With statistical analysis, it is important to always consider the sample size of the study, and over the 

prior thirty years, the market’s seasonal price action supports the opposite. Since 1989, the S&P500 has 

failed to score a Santa Claus rally 10 times, amounting to around a 1.85% drop on average. In the 10 and 

22 trading days following the failed Santa Claus rally, the S&P500 continued lower only three times! Of 

those three times, over the next 10 and 22 trading days, it fell by an average of 5.3% and 6.2%, 

respectively (see chart below).  

 

However, of the 10 failed Santa Claus rallies, seven of them resulted in S&P500 rallies averaging 1.7% 

and 3.6% over the next 10 and 22 trading days, respectively (see table above). There has been more than 

twice the number of rallies versus drops after failed Santa Claus rallies. Furthermore, using the first year 

as an indexed value, the total return is around 5% if one bought the S&P500 on the last day of a failed 

Santa Claus rally and sold 22 trading days (around a month) later. It is worth noting that the index’s 



 

return diminished in recent years due to systemic shocks like the Great Financial Crisis and the energy 

swoon of 2015-2016. 

 

What appears to be the bigger takeaway from this myth busting exercise is that there is statistical 

evidence supporting a near-term 

trading opportunity during the Santa 

Claus rally window. Over the last 30 

years, the number of rallies during 

the Santa Claus window exceeded 

the drops by exactly two to one. The 

average rally has been 2.07% and 

the average drop 1.85%. Using the 

first year as an indexed level, the 

total return has been more than 24% 

(see table to right) if having bought 

the S&P500 on the trading day prior 

to Christmas and subsequently 

selling it on the close of the second 

trading day of the new year.  

 

All too often we fall victim to simply believing trading adages’ purported success. Think “Sell in May 

and Go Away” (click here), the “Death Cross” (click here) or in this case “If Santa Claus should fail to 

call, bears may come to Broad and Wall”. Statistical analysis can help provide deeper insight into 

potential trading or investing opportunities while eliminating much of the disinformation that can 

surround specific adages or events. Like technical analysis, statistical analysis should be used as a 

complement to your existing trading or investment making decision process. That said, history argues 

that if Santa Claus doesn’t put the markets on his nice list this year, it does not guarantee a weaker set of 

returns in the month ahead. Additionally, the case can be made that there is a potentially asymmetric 

risk-reward profile in using the Santa Claus window to buy the S&P500 on close of the trading day prior 

to Christmas then selling it on the close of the second trading day in January of the new year.  

 

 

Commentary provided for educational purposes only. Past performance of a security, strategy, or index is no guarantee of 

future results or investment success. 
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