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The stock market is often compared to a roller coaster, complete with gut-wrenching drops, 

soaring climbs, and surprising twists and turns. Imagine trying to jump off a racing roller 

coaster car just before it plunged down a steep descent, then attempting to hop on again 

before the train began its rise up the other side. Your timing would have to be perfectly 

precise – twice. The odds are against a safe landing, and you are more likely to sustain a 

serious injury. 

Yet that is just what investors who practice market timing attempt to do on a regular basis. 

They look to “jump off” the market train a just the right moment, and hop back on again, also 

at the perfect time. A thrilling prospect, but one that is fraught with danger. 

Empirical evidence suggests that market timing is not a viable investment strategy. 

Here is just one example of the value to be found in a more consistent investment strategy. If 

you bought into an S&P 500 index fund in 1998 and held onto it until 2017, you would have 

realized a 301 percent return on your investment. However, if you jumped out of the market 

and missed the five best days during that same period your return would be only 66 percent. 

And if you missed the market’s 20 best days in those years your return would be a paltry 26 

percent.1 



 
 

 

It is staggering to think that being out of the market for just a few days would have such a 

huge impact on performance. But the numbers prove it. 

So, what is the appeal of market timing? Is it the visceral thrill of making a “big kill” in the 

market? I believe market timing relies on suspension of critical thinking that is necessary to 

succeed in an otherwise irrational market. Although long term trends have proven to be 

relatively independent of market activity, nervous or over eager investors may seek a 

shortterm solution to their angst. 

This nervousness manifests itself as “bad news traveling faster than good news.” The 

market’s response to negativity is frequently much sharper and steeper than it is to positive 

information. That’s why it generally takes longer to recover from a plunge in market value 

that it does for the drop to occur in the first place. But the recovery has always come. 

An argument can also be made that the allure of market timing lies in a distrust of the stock 

market that has its roots in the Great Depression. In the 1930s Wall Street was seen as the 

cause of the nation’s financial woes. It took decades for the “greatest generation” to get over 

this deep feeling of betrayal before once again being comfortable enough to reenter the 

market. More recent proof of this mistrust is shown in those investors who rode the Internet 

bubble until it burst. Many are still skittish and wary of technology companies and start-ups. 

An honest assessment of investment strategies can only lead to the conclusion that a 

longterm commitment and patience with market variations will produce the best results over 

time. This does not mean adopting a “file and forget” mentality. The secret is to identify and 

capitalize on long-term trends by staying in touch with broader technological advances and 

social movements. 

Roller coasters can be fun. But a short-term thrill is no match for a sustainable, solid return. 

Be careful before you leap into the unknown. 

Nels Wangensteen is co-founder, Managing Partner and Portfolio Manager at MayTech 
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This document has been provided to you solely for information purposes. The views and 

opinions expressed herein are those of MayTech Global based on current market conditions 

as of the date hereof. As such, they are subject to change without notice. The factual 

information set forth herein has been obtained or derived from sources believed by MayTech 

Global to be reliable but it is not necessarily all-inclusive and is not guaranteed as to its 

accuracy and is not to be regarded as a representation or warranty, express or implied, as to 

the information’s accuracy or completeness, nor should the attached information serve as 

the basis of any investment decision. 

No part of this material may be reproduced in any form, or referred to in any other 

publication, without express written permission from MayTech Global. 

The investment strategy and themes discussed herein entail a high degree of risk and may 

not be suitable for investors depending on their specific investment objectives and financial 

situation. References to specific investments, strategies or investment vehicles should not be 

relied upon as a recommendation to purchase or sell such investments or to engage in any 

particular strategy. The materials do not purport to contain all of the information that may be 

required to evaluate the investment strategy or a portfolio and investors should conduct their 

own independent analysis of these materials. If any offer of fund securities or interests is 

made, it shall be pursuant to a definitive Offering Circular or comparable disclosure 

document prepared by or on behalf of the fund issuer which includes risk factors, not 

contained herein and shall supersede this information in its entirety. 

 


