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While tariffs have roiled 
capital markets, investors 
are best served by staying 
the course. 
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With the advent of the Trump 2.0 tariffs, it’s fair to say 
that the global economy is now in the midst of a 
widespread and potentially brutal trade war. Market 
volatility has roiled markets and risen accordingly. These 
types of environments inevitably test investors’ nerves, 
and it’s completely natural to wonder what changes, if 
any, should be made to a strategic portfolio. While these 
worries are certainly understandable, it’s important to 
step back and assess them rationally. 

Large market swings are not the norm, but they happen somewhat regularly 
There are a few important things to keep in mind. First, as Exhibit 1 shows, while daily stock market returns are usually pretty modest, 
they have “long tails,” or occasionally extreme outcomes that do not fit neatly into what statisticians refer to as a standard normal 
distribution or “bell curve.”  

Exhibit 1: Beware the tails 

 
Daily total returns of the S&P 500 Index from May 26, 2005, through April 9, 2025, ordered from largest to smallest. The near-vertical 
ends of the graph show how significant the largest daily gains and losses have been relative to typical daily returns. 
Sources: Bloomberg, SEI.  
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Second, as depicted in Exhibit 2, extremely volatile trading days tend to “cluster” or occur in bunches. What do these two observations 
imply? They tell us that when markets are experiencing wide daily swings and significant down days, they also tend to experience 
similarly volatile upside days. As a result, shifting to a lower-risk posture after markets have already experienced large declines can 
prove costly in the long term. 

Exhibit 2: Big moves “cluster” in bunches 

Absolute value (negative signs removed) of daily total returns of the S&P 500 Index from May 26, 2005 through April 9, 2025. Half of 
all observations lie below the median line and half above. The largest ten percent of daily moves lie above the 90th percentile line 
Sources: Bloomberg, SEI. 

We can demonstrate this by looking at historic stock market returns, progressively removing the best-performing days, and seeing 
what impact that would have had on overall returns. Exhibit 3 shows the results of this exercise using the 5,000 most recent daily total 
returns of the S&P 500 Index through April 9. Missing just the three best days over that period would have meaningfully lowered 
annualized returns, and that cost would naturally become greater the more of those large upside days an investor were to miss. If an 
investor had sat out the best 15-to-20 return days, they would have earned a return similar to what we tend to expect from bond 
holdings. And if we extended this thought experiment to the 25 best days (just 0.5% of the 5,000 trading days studied), annualized 
returns would have fallen below 2%.  

Exhibit 3: Annualized returns of S&P 500 Index last 5,000 trading days 

Sources: Bloomberg, SEI, May 26, 2005 to April 9, 2025 (5,000 trading days). 

Of course, this demonstration is what economists would call “highly stylized,” as it’s unlikely than an investor would only miss the very 
best days in the market. However, it’s still a valuable thought exercise. In periods of elevated stock market volatility, it’s important to 
remember that wide daily swings have historically tended to cluster and to move in both directions. Thus, giving in to the temptation 
to abandon a strategic asset allocation in response to heightened market volatility will likely result in poorly timed decisions, both in 
terms of de-risking and re-risking. As long as an investor holds a strategic portfolio appropriate to their return objectives and risk 
tolerance, they should stay committed, even when the going gets rough. After all, these are the kinds of risks that investors are 
compensated for taking over full market cycles.  
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Index definitions 

The S&P 500 Index is a market-weighted index that tracks the performance of the 500 largest publicly traded U.S. companies and is 
considered representative of the broad U.S. stock market.  

Important information 

This material represents an assessment of the market environment at a specific point in time and is not intended to be a forecast of 
future events or a guarantee of future results. All information as of the date indicated. There are risks involved with investing, including 
possible loss of principal. This information should not be relied upon by the reader as research or investment advice, (unless you have 
otherwise separately entered into a written agreement with SEI for the provision of investment advice) nor should it be construed as a 
recommendation to purchase or sell a security. The reader should consult with their financial professional for more information. 

Statements that are not factual in nature, including opinions, projections and estimates, assume certain economic conditions and 
industry developments and constitute only current opinions that are subject to change without notice.  Nothing herein is intended to 
be a forecast of future events, or a guarantee of future results.   

Certain economic and market information contained herein has been obtained from published sources prepared by other parties, 
which in certain cases have not been updated through the date hereof. While such sources are believed to be reliable, neither SEI nor 
its affiliates assumes any responsibility for the accuracy or completeness of such information and such information has not been 
independently verified by SEI.  

There are risks involved with investing, including loss of principal. The value of an investment and any income from it can go down as 
well as up. Investors may get back less than the original amount invested. Returns may increase or decrease as a result of currency 
fluctuations. Past performance is not a reliable indicator of future results. Investment may not be suitable for everyone. 

Index returns are for illustrative purposes only and do not represent actual investment performance. Index performance returns do not 
reflect any management fees, transaction costs or expenses. Indexes are unmanaged, and one cannot invest directly in an index. Past 
performance does not guarantee future results. 

This material is not directed to any persons where (by reason of that person's nationality, residence or otherwise) the publication or 
availability of this material is prohibited. Persons in respect of whom such prohibitions apply must not rely on this information in any 
respect whatsoever. 

The views contained herein are not to be taken as advice or a recommendation to buy or sell any investment in any jurisdiction. Our 
outlook contains forward-looking statements that are judgments based upon our current assumptions, beliefs, and expectations. If any 
of the factors underlying our current assumptions, beliefs or expectations change, our statements as to potential future events or 
outcomes may be incorrect. We undertake no obligation to update our forward-looking statements. 

The information contained herein is for general and educational information purposes only and is not intended to constitute legal, tax, 
accounting, securities, research or investment advice regarding the strategies or any security in particular, nor an opinion regarding 
the appropriateness of any investment. This information should not be construed as a recommendation to purchase or sell a security, 
derivative or futures contract. You should not act or rely on the information contained herein without obtaining specific legal, tax, 
accounting and investment advice from an investment professional. 

Information in the U.S. is provided by SEI Investments Management Corporation (SIMC), a wholly owned subsidiary of SEI Investments 
Company (SEI). 

Information in Canada is provided by SEI Investments Canada Company, a wholly owned subsidiary of SEI Investments Company (SEI), 
and the Manager of the SEI Funds in Canada. 

In the UK and the EEA this information issued in the UK by SEI Investments (Europe) Ltd, 1st Floor, Alphabeta, 14-18 Finsbury Square, 
London EC2A 1BR which is authorised and regulated by the Financial Conduct Authority.    

The contents of this document have not been reviewed by any regulatory authority in Hong Kong. You are advised to exercise caution 
in relation to the offer. If you are in any doubt about any of the contents of this document, you should obtain independent 
professional advice.   This document has not been registered as a prospectus with the Monetary Authority of Singapore.      

This information is made available in Latin America and the Middle East FOR PROFESSIONAL (non-retail) USE ONLY by SIEL.    

Any questions you may have in relation to its contents should solely be directed to your Distributor. If you do not know who your 
Distributor is, then you cannot rely on any part of this document in any respect whatsoever.    

Issued in South Africa by SEI Investments (South Africa) (Pty) Limited FSP No. 13186 which is a financial services provider authorised 
and regulated by the Financial Sector Conduct Authority (FSCA). Registered office: 3 Melrose Boulevard, 1st Floor, Melrose Arch 2196, 
Johannesburg, South Africa. 


