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Time in vs Timing the Markets  
The stock market is off to a rocky start this year. Higher 
volatility can be a source of uncertainty for even the most 
seasoned investors. In this issue we hope to provide some 
historical perspective on the anatomy of the markets and 
the impact of moving out of markets during periods of 
turbulence. 

Volatility is a Feature and Not a Bug in the Market 

History tells us that market volatility is a feature of how the 
market functions and not a bug. Research by Ned Davis 
on the anatomy of the stock market (Dow Jones Index) 
highlights the frequency of market declines since 19001. 
This research found that on average, every year the 
market suffers three 5% corrections, one 10% correction, 
and a decline of 20% every three years or more. Market 
history also suggests that most dips (declines of 5%) in the 
Dow Jones Industrial Average don’t turn into anything 
serious.    

Time in vs Market Timing 

Since market pullbacks are frequent, avoiding just a few of 
them could potentially add to investment results. However, 
attempts to avoid pullbacks more often lead to missing out 
on significant advances. A reason is that market volatility is 
often clustered with the big moves in the market, both up 
and down, occurring within days of each other.     

As an example, an investor who remained fully invested in 
the S&P 500 Index during 2020 saw a total return of 
18.4%. On the other hand, if an investor sold when the 
market dropped, not only would they have possibly 
avoided some of the losses, but they could have also 
potentially missed the trading days with the greatest gains.  
Research shows that simply missing the top 10 trading 
days in 2020 would have led not only to giving up the 
gains, but an investor would have experienced a loss of 
32.9%2.  

  

Source: Schwab Center for Financial Research  

This phenomenon is not isolated to 2020. Over the last 
fifteen years, a time period which includes the great 
financial recession, as well as the COVID-driven 
recession, an investor who remained invested in S&P 500 
index would have generated an annualized return of 
10.66%3. However, simply missing the top 10 days would 
cut returns by 50% to 5.05% annualized returns. The 
results become more dramatic when simply missing the 
top 30 days leads to annualized losses of -1.18%. 

A Key to Long-Term Investing Success 

Understandably, the market’s normal ups and downs can 
be stressful. While it’s natural to have a reaction to market 
volatility, it’s also important to understand the potential 
impact of that reaction as well. One of the most common 
mistakes investors make is to sell their stocks when 
markets are down, creating realized losses from paper 
losses, and then being left on the sidelines when markets 
rebound. The key to long-term investment success is the 
decision to be invested and to stay invested. 
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1 Ned Davis Research: The Anatomy of the Stock Market (DJIA) declines from 1900. Data: 1/02/1900-2/14/2022 
2 Charles Schwab: Is there a perfect time to invest? Bah! Humbug! Results are based on daily total returns from 2020, from the first 
trading day of January 2020 to the last trading day of December 2020.  
3 Putnam Investments: Time, not timing, is the best way to capitalize on stock market gains. 12/31/06-12/31/21 
 
 
Data in this report is obtained from sources which we believe to be reliable, but we do not warrant or guarantee the timelines or 
accuracy of this information. Individual investor portfolios must be constructed based on the individual’s financial resources, 
investment goals, risk tolerance, investment time horizon, tax situation and other relevant factors. Consult your financial professional 
before making any investment decision. Past performance is no guarantee of future results. Diversification/asset allocation does not 
ensure a profit or guarantee against a loss.  Investments through PKS or Summit Financial, LLC are not FDIC insured, not bank 
guaranteed, may lose value, including loss of principal, not insured by any state or federal agency.  
 
Economic and market forecasts presented herein reflect our judgment as of the date of this presentation and are subject to change 
without notice.  These forecasts are subject to high levels of uncertainty that may affect actual performance.  Accordingly, these 
forecasts should be viewed as merely representative of a broad range of possible outcomes. These forecasts are estimated, based 
on assumptions, and are subject to significant revision and may change materially as economic and market conditions 
change.  These forecasts do not take into account the specific investment objectives, restrictions, tax and financial situation or other 
needs of any specific client.   
 
The Standard & Poor’s 500 Index (S&P 500) is an unmanaged group of securities considered to be representative of the stock 
market.  
 
The S&P 500 Index is a market-capitalization-weighted index of the 500 largest publicly-traded companies in the U.S. It is not an 
exact list of the top 500 U.S. companies by market capitalization because there are other criteria to be included in the index. The 
index is widely regarded as the best gauge of large-cap U.S. equities. Investors cannot directly purchase an index.  

Nolan Wealth Management, LLC, Founder, President & Wealth Advisor, Brian A. Nolan, CLTC, offers investment 
advisory and financial planning services offered through Summit Financial, LLC, an SEC Registered Investment Advisor, 
doing business as Nolan Wealth Management, LLC, Founder, President & Wealth Advisor, Brian A. Nolan, CLTC. 
Summit headquartered at 4 Campus Drive, Parsippany, NJ 07054. Securities offered through Purshe Kaplan Sterling 
Investments, Member FINRA/SIPC, headquartered at 80 State Street, Albany, NY 12207 (“PKS”). PKS and Summit are 
not affiliated companies.  
 
Brian A. Nolan, CLTC   Tel. – Main: 609-920-0321 
Nolan Wealth Management, LLC  Toll Free: 877-NOLANWM (877-665-2696) 
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Website: www. nolanwealth.com 
 
 
 
02232022-0153  

 

 

 


