
 

 

 

 

 

Robert W. Baird & Co. Incorporated Page 1 of 2 

WEALTH SOLUTIONS GROUP 

 

 

 

 

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. 

May 2021 

WHAT’S UNDER THE HOOD OF THE POPULAR MARKET STRATEGY? 

Across culture, country, and history, humans have been enthralled by rhymes. From Dr. Seuss to Robert Frost, there’s just 
something about the way a rhyme can lodge itself in our brains—maybe that’s why the old stock market adage, “Sell in May 
and go away” has permeated investor consciousness to the extent it has. But is there anything to the strategy of selling 
equities from May through October or is it just a witty catchphrase? Let’s take a look. 

First, the average S&P 500 return 
from May through October over the 
last 90 years is ~2.6%. As you can 
see to the right, it is the worst 
performer out of the twelve possible 
six-month stretches, BUT it is still 
decidedly positive. And of course, 
this makes some sense. The stock 
market has skyrocketed in the last 90 
years—if a random six-month stretch 
were negative most years, that would 
be impossible. So while it can be a 
muted period for returns, selling in 
May (and going away) is a good way 
to miss out on positive performance. 

We can confirm this by taking the analysis a step further and looking at the distribution of returns around that average. Like 
most stock market statistics, it skews positive: The May–Oct. period returned double digits in eighteen of those years and 
was positive two-thirds of the time. The summer months often feature higher volatility, sideways trading, and lower 
volume, but the historical performance of the “sell in May” period provides no reason to get especially bearish. 

And while history can provide a framework for how to think about things, we know that each individual scenario is unique—
so what’s the current setup look like? Today, we find ourselves atop a ~91% total return in under 14 months (wow!), but 
with valuations stretched and sentiment fairly euphoric. Further, year two off a bear market low tends to be more volatile 
and feature muted returns. Combine that with challenging seasonality, and surely a near-term pullback—or at least a pause 
in the market’s upward ascent—should be expected (though this is always the case, of course). 

But the inevitable volatility of the market is not a good reason for selling stocks. As we noted, May–Oct. has provided positive 
returns throughout history, and oftentimes significantly so. Further, any sort of market timing strategy like this requires an 
investor to be right twice to make any money (when to get out, when to get back in). It’s a tough game to play, especially 
with the odds stacked against you.  

In the end, we’d caution investors to prepare for heightened volatility and maybe a stretch of weaker returns, but we remain 
long-term bullish on the market. Healthy diversification and a long-term mindset remain assets, especially within the context 
of a larger financial plan. Reach out to your Baird Advisor today to discuss this or anything else that might be on your mind. 

In the Markets Now 
Don’t sell in May… Don’t go away 

 

PWM Equity & Fixed Income Research 
Ross Mayfield, CFA 

Investment Strategy Analyst 

 

https://bairdwealth.com/insights/How-To-Deal-With-the-Inevitable-Volatility
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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. 

 

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.   


