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Last time, we highlighted some signs of improvement with inflation and the possibility of a Federal Reserve (Fed)

pause. But the week prior, we discussed risks all around, like the potential for Fed policy error, more bank
failures, the debt ceiling, and the prospect of recession, along with the wide range of views we’re seeing in the
industry. Perhaps after reading some recent media coverage about the adage “Sell in May and go away,” some
clients are asking if this is a good time to sell stocks given these risks. Not surprisingly, perhaps, for the long-term
investor, our answer is no.

In this Sight|Lines, we explain and analyze “Sell in May and go away” and then share an update to our guidance:
For the long-term investor, time in the market is more important than timing the market.

THE TAKEAWAY: INVESTORS WHO SELL IN MAY AND GO AWAY COULD WELL MISS
MEANINGFUL MARKET APPRECIATION, BASED ON HISTORY

The adage “Sell in May and go away” draws on the notion that during the six-month period from May to October,
the stock market doesn’t perform as well as it does during the six-month period from November to April. In
summary:

e By ouranalysis of history, the November-to-April period does produce higher returns than the May-to-
October period, on average.

e That said, the average return during the May-to-October period is still meaningfully positive.

e On arelated note, timing the market is difficult. If an investor invested in the market missed the top 27
performing days over the last 20 years, their portfolio would have lost money.

e And nine of those 27 best days occurred during the May-to-October period.

e Onthe negative side, 16 of the worst 27 trading days occurred during the November-to-April period.

Clients have been asking: Is this a good time to sell? Our view for the long-term investor? It’s best not to “Sell in
May and go away,” but instead stay the course, as time in the market is more important than timing the market.

IN-DEPTH: THE STOCK MARKET HAS HISTORICALLY EARNED A MEANINGFULLY POSITIVE
RETURN FROM MAY TO OCTOBER EACH YEAR. IT’S BEST NOT TO “SELL IN MAY AND GO
AWAY.” TIME IN THE MARKET IS MORE IMPORTANT THAN TIMING THE MARKET.

Given the uncertainties and risks we’ve been discussing, investors may be tempted to follow the adage “Sell in
May and go away,” or the idea that stocks don’t perform as well during from May to October compared to
November to April. We guide long-term investors to stay the course. Going deeper:
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The November-to-April period does produce higher returns than the May-to-October period, on
average. But:

— Qverthe last 20 years, the average May-to-October period return was 4.1% compared to the
6.7% average for the November-to-April period.

— The cumulative May-to-October return over the last 20 years was 122% — significant
value-added.

Timing the market is difficult and runs the risk of missing key days in the market, as defined by the S&P
500:

— The cumulative return in the market over the last 20 years was 575%.
— The top 35 days during that period earned a total of 573%.

— So, if a portfolio invested in the market missed those days, it would have earned a total of only
2% over 20 years.

Connecting the two concepts:
— 11 of those 36 best days occurred during the May-to-October period.
— 22 of the worst 26 trading days occurred during the November-to-April period.

In our behavioral finance work, we often talk about the idea of Composure, or an investor’s ability to handle losses

in their portfolio. And when uncertainty or volatility is up, even investors with high Composure may ask: Is this a
good time to sell? Based on our assessment of both human behavior and markets, to sell seems an easy decision.

The tough part? Deciding when to reinvest back into the market.

CONCLUSION
While we’ve seen some signs of improvement with inflation and the possibility of a Fed pause, the risks all around

remain,

like the potential for Fed policy error, more bank failures, the debt ceiling, and the prospect of recession.

Some clients have been asking if this is a good time to sell. We suggest to long-term investors not to be tempted

by investing adages like “Sell in May and go away” and instead to stay the course, as time in the market is more

important than timing the market.
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The information contained herein has been prepared from sources believed to be reliable but is not guaranteed by us and is not a complete summary or
statement of all available data, nor is it considered an offer to buy or sell any securities referred to herein. Opinions expressed are subject to change without
notice and do not take into account the particular investment objectives, financial situation, or needs of individual investors. There is no guarantee that the
figures or opinions forecasted in this report will be realized or achieved. Employees of Stifel, Nicolaus & Company, Incorporated or its affiliates may, at times,
release written or oral commentary, technical analysis, or trading strategies that differ from the opinions expressed within. Past performance is no guarantee
of future results. Indices are unmanaged, do not reflect fees or expenses, and you cannot invest directly in an index.

Asset allocation and diversification do not ensure a profit and may not protect against loss. There are special considerations associated with international
investing, including the risk of currency fluctuations and political and economic events. Investing in emerging markets may involve greater risk and volatility
than investing in more developed countries. Due to their narrow focus, sector-based investments typically exhibit greater volatility. Small company stocks
are typically more volatile and carry additional risks, since smaller companies generally are not as well established as larger companies. Property values can
fall due to environmental, economic, or other reasons, and changes in interest rates can negatively impact the performance of real estate companies. When
investing in bonds, it is important to note that as interest rates rise, bond prices will fall. The Standard & Poor’s 500 index is a capitalization-weighted index
that is generally considered representative of the U.S. large capitalization market. The Dow Jones Industrial Average (DJIA) is a price-weighted average of 30
significant stocks traded on the New York Stock Exchange (NYSE) and the NASDAQ. The DJIA was invented by Charles Dow back in 1896. The MSCI EAFE
index (Europe, Australasia, and the Far East) is a free float-adjusted market capitalization index that is designed to measure the equity market performance
of developed markets, excluding the U.S. and Canada. VIXis a trademarked ticker symbol for the Chicago Board Options Exchange Market Volatility Index, a
popular measure of the implied volatility of S&P 500 index options.
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