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We believe in the old saying: a picture is worth a thousand words. 

Here, we aim to recap recent market action and provide some 

perspective to investors. 

                                                                                                                                                                             July 2021 

LOOKING AT HISTORIC MARKET PERFORMANCE OVER THE CALENDAR YEAR 

From my mid-summer Kentucky point of view, “seasonality” means heat indexes in the 90s and air so thick with humidity 

you could drink it. In markets, however, seasonality has another meaning. Certain stretches of the calendar year tend to 

either under- or outperform the longer-term market averages. Think to the popular “Sell in May and go away” maxim that 

we discussed earlier this year. And as we enter a traditionally more challenging third-quarter stretch, the idea of seasonality 

is popping up more and more. So let’s talk about it. 

Last week we showed that strong first halves of the 

year are followed by strong second halves more times 

than not, despite a widespread sense that the second 

halves of those years should be weak (However, we 

also outlined reasons for tempering expectations for 

the rest of 2021: recent historic market strength, 

softening breadth, and—you guessed it—

seasonality.) Averaged over the last 90 years, the 

third quarter HAS been the weakest quarter, but those 

returns have varied widely by each individual year and 

(as our chart shows) still been positive on average. 

Although it can be tempting to use seasonality to 

try to time the market, in most cases investors 

would be better off staying put.  

As mentioned above, not only have Q3 returns been positive on average, but the range of returns is WIDE. For every 1974 

(-26%) or a 2011 (-14%), there’s a 1970 (+16%) or 2010 (+11%). And while the third quarter might be more challenging to 

investors, the variance of returns suggests stomaching any heightened volatility is the right call. And perhaps keeping one’s 

fingers crossed for another 1932 (+82% in the third quarter alone!) in the meantime. 

That’s pretty much it. While we think it’s prudent to prepare for weaker returns after a ~100% 16-month run in the S&P, 

avoiding stocks for an entire quarter doesn’t make much sense to us. Not only have returns been healthy on average, but 

missing out on one of the not-so-rare years where Q3 is strong would likely be devastating to one’s overall performance 

(and psyche). Better to spend time identifying attractive opportunities in the market currently and remain invested. After all, 

the broad trend of the market is still up, and as our friends at Strategas would tell it, we are in the midst of a multi-decade 

structural bull market. No sense in trying to fight that tailwind. 

Instead, embracing realistic expectations for market returns and adjusting both your portfolio and savings rate accordingly 

make the most sense to us. Market seasonality is something to expect and prepare for, but not fear. And in the meantime, 

try to enjoy the changing of the seasons whatever that may mean for your locale—heat waves or pleasant breezes.  

 

In the Markets Now 
Don’t let seasonality scare you 

PWM Equity & Fixed Income Research 

Ross Mayfield, CFA 

Investment Strategy Analyst 

 



In the Markets Now 

 

Robert W. Baird & Co. Incorporated Page 2 of 2 

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. 

 

Fixed income yield and equity multiples do not correlate and while they can be used as a general comparison, the 

investments carry material differences in how they are structured and how they are valued. Both carry unique risks that the 

other may not. 

 

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.   


