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Making Sense

Market Timing, Anyone?
In this month’s market update, we discussed equity and fixed income markets, the real estate landscape, and government
finances. In today’s note, we want to focus on the importance of time in the markets rather than timing markets.

Investors are often hesitant to enter the market during times of volatility when the potential for loss is perceived to be higher.
With that concern in mind, we looked at a few different scenarios around market timing. In each of these scenarios, we assume
an individual invests $12,000 into the S&P 500 annually from 1980 to 2023.

When the contribution enters the market is where each scenario differs. Consider the following scenarios and outcomes:

1. Perfect Timing: Contribution invested at the market bottom each year, resulting in a portfolio value of $10,516,789.

2. Worst Timing: Contribution invested at the market’s peak each year, resulting in a portfolio value of $8,030,593 (76%
capture of “Perfect Timing”).

3. First Day of Each Year: Contribution invested on the first day of each year regardless of market condition, resulting
in a portfolio of $9,717,271 (92% of “Perfect Timing”).

4. Monthly Dollar Cost Averaging: $1,000 invested on the same day of each month regardless of market conditions,
resulting in a portfolio of $9,125,007 (87% of “Perfect Timing”).

As you can see in Figure 1 below, the cost of keeping cash on the sidelines is severe. Even if investors enter the market
atits peak every year, the portfolio does far better in the long-term than holding cash, waiting for a perceived better opportunity.

Figure 1: Percent Capture of Perfect Timing with $12,000 Annual Contribution Since 1980
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The views expressed are those of the author(s) at the time of writing and are subject to change without notice. First
Citizens does not assume any liability for losses that may result from the information in this piece. This is intended for
general educational and informational purposes only and should not be viewed as investment advice or recommendation
for a security, investment product or personal investment advice.

Your investments in securities, annuities and insurance are not insured by the FDIC or any other federal government
agency and may lose value. They are not a deposit or other obligation of, or guaranteed by any bank or bank affiliate and
are subject to investment risks, including possible loss of the principal amount invested. Past performance does not
guarantee future results.

First Citizens Wealth Management is a registered trademark of First Citizens BancShares, Inc. First Citizens Wealth
Management products and services are offered by First-Citizens Bank & Trust Company, Member FDIC; First Citizens
Investor Services, Inc., Member FINRA/SIPC, an SEC-registered broker-dealer and investment advisor; and First Citizens
Asset Management, Inc., an SEC-registered investment advisor.

Brokerage and investment advisory services are offered through First Citizens Investor Services, Inc., Member
FINRA/SIPC. First Citizens Asset Management, Inc. provides investment advisory services.
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