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2011 Outlook
GDP GROWTH:
3.0%
UNEMPLOYMENT:
9.0%
INFLATION:
1.75%
FED FUNDS RATE:
0.35%

The world is full of generalizations. And because they are
generalizations, they are not truisms. One generalization which
originates from Wall Street is “Sell in May and Go Away.” Historically,
there is some truth to this generalization. Will it be the same this year?
The old Wall Street saw of “Sell in May and Go Away” means an investor
(speculator) should sell stock holdings at the beginning of May, take the
summer off and repurchase stock positions at the end of October. How
has this mechanical trading strategy worked in the past? Like all
generalizations, there is some degree of truth to the concept, but there
are also significant holes.

Track Record
The following data shown is historical price return data for the S&P 500
Index from 1950-to-2010.
May 1-to-Oct. 31
Average Price Return
“Batting” Average
Positive Return

+1.30%
0.622
+6.90%

Nov. 1-to-April 30
+6.83%
0.780
+11.07%

The data above shows that indeed, returns on average have been
lackluster from May-to-October. This is particularly true when compared
to the average returns from November-to-April. As a matter of fact, if an
investor was hapless enough to consistently invest $10,000 in stocks
only during May-to-October from 1950-to-2010, the total gain made
during that 61-year period would have been $6,575. If a more fortunate
investor simply invested $10,000 in the index from November-to-April
during those same years, the gain would have been $385,073!
All of this being said, it is important to understand that the “batting
average” (or percent of the time the market has generated positive
results during both periods) is not all that dissimilar. So what is different?
It is the degree of changes within the respective time periods. On
average, when the market is generating positive returns, those returns
from May-to-October tend to be much smaller (+6.90 percent) than the
returns the market generates during the November-to-April period
(+11.07 percent).

Very Long Term - Globally
This phenomenon holds not only in the U.S., but also globally. During the last 26-year period, the MSCI World
stock index has outperformed the Citigroup World Bond Index 55.9 percent of the time. During the summer
months of June-to-September, the worldwide stock index has outperformed the bond market 43.0 percent of
the time – with the bond market obviously outperforming the stock market 57.0 percent of the time.
Why does this abnormality exist? There are many theories. Some believe stock analysts are more bullish on
earnings estimates earlier in the year. And as time unfolds, downward estimate revisions start to take place
following the first quarter earnings season. Others believe investors simply go on “holiday” during the summer
months and do not pay significant attention to stock values and the market in general during this mid-year
time period. Some investors believe flows into the market tend to be strong at the beginning of the year
(bonus periods and 401k/IRA funding season) as compared to the rest of the year, which helps drive stock
prices to the upside during the first portion of the year.

Final Word
Are we expecting the market to swoon this summer? We would not be surprised. If the market does correct,
we do not believe the move will be the start of a new serious bear market, but rather a “correction” in the
current bull run.

William B Greiner, CFA
President and Chief Investment Officer
Scout Investments
DISCLOSURE AND IMPORTANT CONSIDERATIONS
Scout Investments offers an array of investment management services for institutional separate accounts and
mutual funds through a stable of institutional asset managers. Equity solutions in domestic large cap, mid cap,
small cap, international, international small/mid-cap and global equity portfolios are offered through Scout
Investment Advisors. Fixed income products in core plus, core, intermediate, long duration, low duration,
absolute return and real return (TIPS) are offered through Reams Asset Management. Scout Investments,
Inc. is a subsidiary of UMB Financial Corporation.
This report is provided for informational purposes only and contains no investment advice or
recommendations to buy or sell any specific securities. Statements in this report are based on the opinions of
Scout Investments and the information available at the time this report was published.
All opinions represent our judgments as of the date of this report and are subject to change at any time
without notice. You should not use this report as a substitute for your own judgment, and you should consult
professional advisors before making any tax, legal, financial planning or investment decisions. This report
contains no investment recommendations and you should not interpret the statements in this report as
investment, tax, legal, or financial planning advice. Scout Investments obtained information used in this report
from third party sources it believes to be reliable, but this information is not necessarily comprehensive and
Scout Investments does not guarantee that it is accurate.

All investments involve risk, including the possible loss of principal. Past performance is no guarantee of
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