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Executive Summary
Market timing is seductive. The idea that we can sidestep downturns and ride rallies with just 

the right instinct or insight feels smart. But here is the hard truth: trying to time the market 

often backfires. History shows that jumping out before a drop or back in before a surge tends 

to erode wealth, not build it.

This paper explores what drives people to try timing the market, what we have seen 

firsthand over decades of real-world investing, and what the research tells us about what 

actually works. Rather than follow emotional impulses or media cycles, we advocate for a 

steadier path: staying fully invested through a well-structured, evidence-informed portfolio.

At Warburton Capital, we do not believe in crystal balls. We believe in planning, discipline, and 

principles that hold up in real life.

So a Buddy Comes In…
He walks into my office, a bit agitated.

“Tom, I think it is time to go to cash.”

The market has had a rough week.

Financial headlines are full of fire. My

buddy is smart. He has run a successful

business for years. But today, he is

reacting. He does not want data. He

wants certainty.

And that is the trap. The future never

comes with guarantees. But there are

patterns, and there are lessons. What we

have seen, over and over, is that trying to

time the market leads to costly mistakes.
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Missing the Best Days
Here is something we have seen time and 

again.

J.P. Morgan analyzed the S&P 500 over a 

20-year period. Stay fully invested and 

you would average close to 10 percent a 

year. Miss just the 10 best days, and your 

return gets cut nearly in half. Miss 20, 

and you are down to less than 3 percent.⁴

What is worse: most of those best days 

happen within weeks, sometimes days, of 

the worst ones. The rebound often comes 

while the panic is still echoing. Pulling out 

after a big drop increases the odds you 

will miss the recovery.

Fidelity found the same thing in their 

study of the COVID-19 market collapse. 

Those who stayed invested came out 

ahead. Those who bailed and waited for 

clarity often found themselves watching 

from the sidelines.⁵

The Lure of Market Timing
On paper, timing the market sounds

logical. You sell before things drop. You

buy before they rise. But that is not typically  

how markets or humans work.

Multiple studies, including decades of

research from DALBAR, show that the

average investor underperforms the

market by a wide margin. Why? Because

they buy high when they feel confident

and sell low when they feel scared.¹ From

2003 to 2022, the S&P 500 returned

nearly 10 percent annually. But the

average investor made closer to 6

percent.²

That difference often does not come from

picking bad funds. It comes from picking

bad moments. People get spooked. They

jump ship. Then they scramble to get

back in, often too late.

As Vanguard put it, the real danger is not 

ignorance. It is overreacting to noise.³

What 2008 and 2020 Taught Us
Two modern chapters stand out.

In 2008, the S&P 500 lost more than a third of its value. Investors panicked. Many moved to

cash and stayed there. What followed? A bull run that lasted more than a decade, with the

market climbing over 400 percent by early 2020.⁶

Then came COVID-19. In just over a month, the market dropped 34 percent. Investors

flooded into cash. By summer, it had largely recovered. And by year-end, the S&P was up

more than 16 percent.⁷

The lesson is clear. What feels like the worst time to stay invested often turns out to be the

best time not to flinch.
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The Illusion of Control

Here is where things get psychological.

When markets get rough, most people do not say, “I want to time the market.” What they say

is, “I just do not want to lose everything.” That is loss aversion talking.

It is also the illusion of control. This is a cognitive bias, studied since the 1970s, that makes

us believe we can control or predict outcomes in situations largely governed by chance.⁸

I remember a buddy named Mark. During a dip in 2022, he called and said, “I know you always

say timing doesn’t work, but don’t you think this time is different?”

That is how it always feels. Different. Unprecedented. Urgent. But the pattern is consistent.

When fear spikes, we want to act. Doing nothing feels reckless. Yet doing something, just to

feel better, often leads to decisions that undermine long-term goals.

Why We Try to Time It Anyway

It is not just fear. Greed plays a role too. When markets

are rising, we want in. When they are falling, we want

out. Neither impulse leads to great outcomes.

Behavioral finance calls this recency bias. We tend to

overweight the latest event as though it signals the

future. Combine that with fear-based headlines, peer

pressure, and portfolio apps in your pocket, and it is no

wonder investors make emotional moves.

Even professionals try to time markets. A Morningstar

study of tactical asset allocation funds, which are

designed to shift based on forecasts, found that most

underperform their benchmarks.⁹

As Daniel Kahneman once said, “We have very little

idea how little we know.”¹⁰

The Mirage of Market Timing | Page 3



So what is the alternative?

Evidence-based investing does not mean sitting on your hands. It means designing a

portfolio around the variables you can actually control: your goals, your timeline, and your

tolerance for volatility.

We start with questions. What are you trying to achieve? What are your real constraints?

From there, we build a diversified portfolio across global asset classes, using low-cost

investment vehicles and research-backed allocations.

We rebalance, not to chase returns, but to maintain the integrity of the plan. We prepare for

downturns before they happen, so that we are not forced to improvise during them.

David Booth, founder of Dimensional Fund Advisors, captured it well.

 **"The market is the world’s most powerful information processing machine. Prices reflect

what we know. Trying to beat the market is betting against the collective wisdom of millions

of investors."**¹¹

He also said something else that sticks with us.

 **"The important thing about an investment philosophy is that you have one you can stick

with."**¹²

That is the essence of what we offer. Not a guess. Not a gamble. A durable framework that

can hold up through the noise and confusion of unpredictable markets. Because over time, it

is not cleverness that compounds. It is consistency.

Evidence-based investing is not flashy. But it is effective. And it is what we practice every

day at Warburton Capital.

What Evidence-Based Portfolio Design Actually Looks Like
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Why This Matters to You

If you have built a life of purpose, your wealth should serve that purpose. It should not be

held hostage by headlines.

Clients come to us not for magic, but for clarity. They want a strategy that makes sense,

even when the market does not. They want someone to tell them the truth and help them

act with discipline, even when it is hard.

Market timing can feel like action. In most cases, it is just reaction. And that is rarely a

winning strategy.

Conclusion

It is easy to understand the appeal of market timing. We all want to protect what we have

built. But history teaches us that timing the market is not a plan. It is a gamble.

We have seen firsthand how staying invested, staying diversified, and staying focused

delivers better results than chasing signals or reacting to headlines.

At Warburton Capital, we do not promise certainty. We offer stewardship. We help you make

work optional, maintain that status, and achieve every wealth management goal that

matters to you.
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