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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. 

January 2021 

DOLLAR-COST AVERAGING VS. LUMP-SUM INVESTING 

Stimulus checks, end-of-year bonuses, holiday gifts – if you’re lucky enough to receive one of these lump sums of cash 

(and savvy enough to invest it), then this is the piece for you. While not everyone is in a position to put extra cash into the 

market, investing remains one of the best ways to build wealth and work towards financial goals. So let’s get into it. 

First, the age-old question: Should you invest it all at once (aka lump-sum) or in chunks over a set period like a 401k (aka 

dollar-cost averaging)? This debate has raged for years, so we dug through the data and have arrived at a definitive answer 

for you: Whether buying stocks, bonds or a mix, investing a lump sum as soon as you receive it has been the better strategy. 

Of course, investing all that cash at once 

probably feels riskier (and it will sting a little if the 

market falls right after), but the data speaks 

clearly: Since 1976, investing a lump-sum in the 

S&P 500 has outperformed a 12-month DCA 

strategy 73% of the time and by an average of 

over 4%. This result holds true over a variety of 

time frames and asset mixes. 

The reason lump-sum investing outperforms is 

simple: the S&P 500 has trended higher over 

time. That’s it. Because of this, you benefit from 

getting your money into the market as soon as 

possible. Even if you are more conservative and 

favor a stock/bond mix, the result has held true. 

Time in the market is the ultimate advantage 

for the patient long-term investor. 

But Ross, the market is at all-time highs! No way you’d recommend investing a lump-sum today, right? Look, investing is 

an emotional thing and behavior matters far more than most care to admit, so I’m sympathetic to the anxiety that investing 

at a market peak may bring. If averaging in over time helps someone stick to a strategy, then it may be the right call, but by 

the data alone the lump-sum strategy still wins out. Consider that over the last 75 years, the S&P 500 has made over one 

thousand new all-time highs. Surely, many of those peaks felt like bubbles just waiting to pop. But here’s the reality: over 

the last quarter century, the average 10-yr return from an all-time stock market high has been ~100%. While past 

performance is no guarantee of future returns, all-time highs are not the boogeyman most think. 

Of course, in the end, investing a one-time windfall is just a small piece of what should be a much larger investing and 

wealth management strategy. A holiday bonus is a nice start, but true wealth is built through regularly investing over time 

as part of a holistic financial plan. Call your Baird Financial Advisor today to discuss this or anything else on your mind. 
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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.   


