
 

 

       

 

       

   

                    

   

                    

          

    

 

 

         

            

                     

      

  

     

            

 

          

          

   

          

   

October  2021 

S&P 500 reaches 5% decline after 226 

trading days. 

Where  might  it  go  next?  

WHAT’S COVERED ON THIS UPDATE? 

• After 226 trading days, the S&P 500 index reached a 5% 

decline. 

o How much further down could we see markets go? 

o Will the market continue to go up following this 

bout of volatility? 

• What does history tell us about abnormally long periods 

without a 5% drawdown? 

After 226 trading days without a 5% decline, on September 30th, the S&P 500 index finally crossed the threshold. Although it 

took over twice as long as the 95-day average since 1929, at 4,345 (10/05 close) the index now trades 4.1% below its all-

time high reached almost one-month ago. 

Questions  received  over  the  last  two  weeks:   How  much  “further  down”  do  I  think  we  will  see  markets  go?   Will  the 

market  continue  to  go  up  post  this  bout  of  market  volatility?   

To answer these questions, I dug into the histor ical data and assembled the table below. It highlights all market streaks 

without a 5% or greater drawdown in excess of 200 trading days – or in essence, time periods where markets have gone 

more than twice as long as the historical average without a 5% or greater drop. 

Before we get into dissecting the table, let’s take stock of what’s happening.  

The  S&P  500  fell  4.8%  in  September,  stopping  the  number  of  consecutive  monthly  gains  at  seven.  That ’s  tied for the 20th-

longest  stretch  since  1925  and  was  the  longest  since  the  10  months  ending  in  January  2018.  For  the  full  month  of  September,  

the  S&P  500  closed  5.1%  below  its  September  2nd  record  high,  ending  the  streak  without  a  5%  pullback  at 226 trading days, 

or  since  October  30,  2020.  It  was  the  11th-longest  on  record  (post  1940)  and  the  longest  since  October  1989!  (Figure  1).  

Longest Streaks Without 5% Corrections in S&P 500 (Post 1940)

Market Peak

Date

Streak Ended

Length

(Trading Days)

Secular

Condition

Within 12 months Turned Into: 12-month Return* 24-month Return*

10% Correction? 15% Correction? 20% Correction? from Market Peak from Market Peak

1 8/3/1959 9/9/1959 409 Bull YES NO NO -6.76% 18.43%

2 1/26/2018 2/2/2018 399 Bull YES YES NO -5.40% 19.33%

3 5/13/1965 6/9/1965 369 Bull NO NO NO -2.33% 10.63%

4 5/24/1996 7/15/1996 369 Bull NO NO NO 27.44% 69.77%

5 2/2/1994 3/29/1994 333 Bull NO NO NO 0.93% 39.20%

6 1/3/1955 1/17/1955 326 Bull NO NO NO 27.75% 36.80%

7 4/6/1943 4/9/1943 283 Bull NO NO NO 7.75% 29.47%

8 12/12/1961 1/17/1962 283 Bull YES YES YES -10.87% 8.68%

9 6/12/1950 6/26/1950 282 Bull YES YES NO 20.22% 44.42%

10 10/28/1963 11/22/1963 255 Bull NO NO NO 17.23% 31.63%

11 9/2/2021 9/30/2021 226 ??? ??? ??? ??? ??? ???

12 10/9/1989 10/13/1989 225 Bull YES YES NO -12.20% 12.12%

13 2/11/2004 5/17/2004 219 Bear NO NO NO 5.93% 13.39%

*Returns are total return and are cumulative

Figure  1, Bloomberg,  Ned  Davis  Research  

What can we glean from these historically abnormal periods ? 

• First, 11 out of these 12 abnormally long periods without a 5% or greater drop (where we have historical data

following the event) occurred during a secular bull market . So, at least historically, it is not uncommon to see these

types of extended periods of market gains without material drawdowns, given that we are likely still in a secular bull

market, which started on March 9th, 2009.
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• 7 out of these 12 periods (or almost 60% of the time) the total correction was less than 10%. Though, out of the 5 

that saw a greater than 10% correction, 4 of the 5 saw a 15% or greater correction. Only 1 of the 5 exceeded 20%. So, at 

least historically in these secular bull stretches, when the 10% threshold was breached, the market went on to contract 

further 

• Only 5 out of 12 periods saw the market negative 12 months post the previous market’s peak, and NONE of those 

periods saw the market negative 24 months post the market’s peak. It is interesting that in the 4 out of the 5 periods 

where the market extended its drop beyond 10%, the 12-month return post peak was negative – so again, it seems like 

watching out for the 10% threshold could be an important line in the sand for the next 12-month returns 

• Perhaps most importantly:  In 100% of these 12 historical occurrences, the market was cumulatively positive 24-

months  post  the  market’s  peak  –  which reemphasizes the importance of STAYING INVESTED and not allowing the 

news/noise of the day to shake you out of your plan!  As Jack Bogle the founder  of Vanguard and legendary investor  

said in his famous book New Perspectives for the Intelligent Investor, “Treat history with the respect it deserves - Neither 

too much nor too little.”  
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