
alphaMountain Investments - alphamountain.com

Thackray Report
Sell in May

Will it Work this Year? Probably!
April 25, 2022                            Written by Brooke Thackray

Is the stock market set to continue its descent lower as we reach the start of the Sell in 
May period?

At this time of the year, there is usually a huge slew of articles on Sell in May (sell the stock 
market in May and buy again in October). Typically, the pundits argue that Sell in May does 
not apply this year and the stock market is set to move higher. So far, this year we have not 
seen the Sell in May articles, but they may come yet. Many market pundits write their articles 
with recency bias and if the stock market is moving higher they project that the market will 
move higher and vice versa. With the S&P 500 substantially lower from its January 3 high, it 
is possible that we may not see as many contra articles on Sell in May this year.

So what is Sell in May?  The moniker has been given to the tendency of the stock market to 
have weaker performance during the six month period from May to October, compared to 
the other six months of the year. Based upon extensive research, I use slightly diff erent dates 
for the Sell in May period (May 6 to October 27) and for the favorable six-month period for 
stocks (October 28 to May 5). Many investors interpret the Sell in May period to mean that 
investors should move 100% into cash for six months. This is not the case. Overall, in the six 
month Sell in May period, investment positioning tends to be more defensive and at times a 
large allocation to cash can be appropriate. There are still sector and broad market opportuni-
ties in which to invest in the Sell in May period. 

There are three drivers of the Sell in May phenomenon in the markets First, investors have 
an increased liquidity preference during the summer months. In the summer months, inves-
tors are more inclined to reduce risk as they embark on the holiday season. The reduced 
liquidity in the markets tends to make markets more volatile and puts downward pressure 
on the markets. Second, the economy tends to follow a seasonal pattern of reduced output 
during the summer months. Although seasonally adjusted data takes out seasonal eff ects in 
reports, on the margin a lowered output impacts investor sentiment. Third, brokerage house 
analysts notoriously start the year with overly optimistic assumptions of the companies that 
they cover. During the summer months they tend to pull back on their optimism as they real-
ize the companies that they cover are not going to be able to reach their goals. The result is 
downward pressure on the markets.
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So how well has Sell in May performed over the long-term? 
On average over the long-term the S&P 500 from 1950 to 2021, the S&P 500 has been "fl at" 
during the Sell in May period. Some investors ask why not just "stay in the markets" from 
May 6 to October 27. The answer is simple. It is all about risk. Why expose yourself to a 
large amount of risk for an average 0% return.

Investors are concerned about missing out on large gains and rightfully so. So how often 
have gains of 10% occurred in the Sell in May period compared to the favorable six-month 
period for stocks. From May 6 to October 27, in the period from 1950 to 2021, the S&P 500 
has gained 10% or more nine times. In the favorable six-month period, from October 28 to 
May 5, the S&P 500 has increased 10% or more thirty times. In other words, big gains on 
average happen much more often in the favorable period for the stock market compared to 
the other Sell in May six months of the year (see graph below).

While we are at it, what about large losses? In the Sell in May period from 1950 to 2021, 
the S&P 500 has lost 10% or more eight times. This compares to the favorable six-month 
period which has only lost 10% or more two times. On average the big losses tend to hap-
pen in the Sell in May period (see graph above).  It is important to know that gains of 10% 
or more from May 6 to October 27 have generally occurred coming out of a recession. This 
is defi nitely not the case at the current time. We may be heading into a recession, but we are 
not coming out of one.

So how well has the S&P 500 performed in the Sell in May period in one of the best bull 
markets of all time since 2009? The graph above shows the performance of the S&P 500 in 
the Sell in May periods (six-month unfavorable period) versus the six month favorable pe-
riod) for stocks. I have paired up the two periods each year to show the relative performance. 
What is important to note is how often the S&P 500 has outperformed in the favorable six-
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month period compared to the Sell in May period, as shown by the green check marks.

This relative performance has taken place in an environment where the Federal Reserve has 
introduced most of its monetary stimulus programs during the Sell in May period, artifi cially 
boosting the stock market when it typically heads lower. In other words, the Federal Reserve 
has been manipulating the markets and juicing them when they typically head lower. This 
has reduced the benefi t of the Sell in May trend. It is very unlikely that the Federal Reserve 
will step in to help the stock market this summer.  It is diff erent this time.

Investors do not like uncertainty
The stock market tends to head lower in times of uncertainty. In the last year, there has been 
much uncertainty. So far, the mid-term election has not been the focus of the markets as there 
has been too many other things to worry about. At some point, investors will start to focus 
on the mid-term election and this typically has pushed the markets lower. On average, over 
the long-term the S&P 500 tends to turn lower in mid-April in mid-term election years. This 
year, the stock market turned lower in early January. This does not mean that the stock mar-
ket cannot head lower at this time. The mid-term election seasonal trend is about the rate of 
change of uncertainty. As investors become concerned about the mid-term election this will 
put a dampening eff ect on the stock market. Given all of the macro events that have soaked 
up media attention, it is possible that the mid-term election phenomenon may not kick in 
until late in May or even June.

Will "Sell in May" work this year?
No one knows if the stock market will rise or fall over the next six months. No one. It is 
all about probabilities. Currently, the stock market has a lot headwinds. The economy is 
showing signs of slowing, infl ation is taking its toll on consumer spending and the Federal 
Reserve is in a tightening cycle. In addition, we are heading into a mid-term election which 
raises the level of uncertainty. To top it off , seasonally the stock market tends to be weaker 
in the next six months on average, compared to the last six months. From a probability 
standpoint, the stock market seldom makes large gains over the next six months unless the 
economy is coming out of a recession. Given that are not heading out of a recession and 
might be heading into a recession, this is just another headwind. So, will the stock market 
perform poorly over the next six months? Although no one knows the answer, I would assign 
a relatively high probability that the stock market will struggle over the next six months.
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Disclaimer: Comments, charts and opinions off ered in this report are produced by 
www.alphamountain.com and are for information purposes only. They should not 
be considered as advice to purchase or to sell mentioned securities. Any information 
off ered in this report is believed to be accurate, but is not guaranteed. Brooke Thack-
ray is a Research Analyst with Horizons ETFs Management (Canada) Inc. (“Hori-
zons ETFs”). All of the views expressed herein are the personal views of Brooke 
Thackray and are not necessarily the views of Horizons ETFs (Canada), although 
any of the opinions or recommendations found herein may be refl ected in positions 
or transactions in the various client portfolios managed by Horizons ETFs, includ-
ing the Horizons Seasonal Rotation ETF. Comments, opinions and views expressed 
are of a general nature and should not be considered as advice to purchase or to sell 
mentioned securities. Horizons ETFs has a direct interest in the management and 
performance fees of the Horizons Seasonal Rotation ETF (the “ETF”), and may, at 
any given time, have a direct or indirect interest in the ETF or its holdings. Com-
missions, management fees and expenses all may be associated with an investment 
in the Horizons Seasonal Rotation ETF (the “ETF”). managed by Horizons ETFs 
Management (Canada) Inc. The ETF is not guaranteed, its value changes frequently 
and past performance may not be repeated. The ETF may have exposure to leveraged 
investment techniques that magnify gains and losses and which may result in greater 
volatility in value and could be subject to aggressive investment risk and price volatil-
ity risk Such risks are described in the prospectus. The prospectus contains important 
detailed information about the ETF. Please read the prospectus before investing.

While the writer of this newsletter has used his best eff orts in preparing this publica-
tion, no warranty with respect to the accuracy or completeness is given. The informa-
tion presented is for educational purposes and is not investment advice. Historical 
results do not guarantee future results
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