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The volatility of the last few months has been nearly 

unprecedented. Here, we aim to recap the action and 

provide some perspective to investors. 

June 2020 

VOLATILITY, BEAR MARKETS, AND THE DIFFICULTY OF MARKET TIMING 

2020 has been a year of historic volatility (to put it mildly). One way to think about this unprecedented market action is to 

look at what your returns would have been if you’d missed just the five best days of the year. In this hypothetical, missing 

those critical days costs you an unbelievable ~30%. Let’s go rapid fire on a few takeaways from this crazy chart: 

1. Market timing is hard – Look, no hypothetical investor could really be unlucky enough to only miss the five best 

days. Very few are trading even close to that aggressively (with good reason). But the point remains that timing the 

market is incredibly difficult to do with regularity. The best way to ensure that you capture these all-important up-

days is to stick to your plan through the panic-inducing selloffs and remain invested for the long-term. 
 

2. The best days happen during the worst times – We know that missing just a few randomly scattered days greatly 

impacts performance, but perhaps more interesting is that almost all of these days occur in bear markets. This time 

was no different. In addition to showing the incredible day-to-day volatility that occurs during selloffs, it also displays 

the necessity of a Zen-like patience in investing. Riding out steep selloffs is painful for sure, but errantly selling 

during a bear market can be disastrous. 
 

3. Bull markets start earlier than you think – Three of the five biggest days occurred within two weeks of the March 

23 market low. In fact, a remarkable percentage of a new bull market’s returns come in its earliest days, precisely 

when people are most fearful and least willing to buy. Case in point: The S&P 500 bottomed on March 9, 2009 in 

the depths of the worst recession in 75 years. By the time the recession ended just three months later, the S&P 500 

had gained 37%; by the time unemployment finally peaked in October 2009, it had gained over 50%.  
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Disclosures 

This is not a complete analysis of every material fact regarding any company, industry or security. The opinions expressed 

here reflect our judgment at this date and are subject to change. The information has been obtained from sources we 

consider to be reliable, but we cannot guarantee the accuracy.   

 

This report does not provide recipients with information or advice that is sufficient on which to base an investment decision.  

This report does not take into account the specific investment objectives, financial situation, or need of any particular client 

and may not be suitable for all types of investors.  Recipients should consider the contents of this report as a single factor 

in making an investment decision.  Additional fundamental and other analyses would be required to make an investment 

decision about any individual security identified in this report. 

 

For investment advice specific to your situation, or for additional information, please contact your Baird Financial Advisor 

and/or your tax or legal advisor. 

 

Past performance is not indicative of future results and diversification does not ensure a profit or protect against loss. All 

investments carry some level of risk, including loss of principal. An investment cannot be made directly in an index.  

 

Copyright 2020 Robert W. Baird & Co. Incorporated.  

 

Other Disclosures  

UK disclosure requirements for the purpose of distributing this research into the UK and other countries for which 

Robert W. Baird Limited holds an ISD passport. 

This report is for distribution into the United Kingdom only to persons who fall within Article 19 or Article 49(2) of the Financial 

Services and Markets Act 2000 (financial promotion) order 2001 being persons who are investment professionals and may 

not be distributed to private clients.  Issued in the United Kingdom by Robert W. Baird Limited, which has an office at 

Finsbury Circus House, 15 Finsbury Circus, London EC2M 7EB, and is a company authorized and regulated by the Financial 

Conduct Authority.  For the purposes of the Financial Conduct Authority requirements, this investment research report is 

classified as objective.   

Robert W. Baird Limited ("RWBL") is exempt from the requirement to hold an Australian financial services license.  RWBL 

is regulated by the Financial Conduct Authority ("FCA") under UK laws and those laws may differ from Australian laws.  This 

document has been prepared in accordance with FCA requirements and not Australian laws.   

 

 

 

 

 


