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The US stock market has been on a winning 
streak, so some investors may have been 
jolted when the S&P 500 fell more than 6% 
from July 31 to August 5. The Cboe VIX 
Index, a measure of US stock market 
volatility, reached 65.7 on August 5. This 
was its highest level since the COVID-19 
pandemic and the largest one-day increase 
since 1990.

Historical data reminds investors that 
investing is more of a marathon than a sprint, 
and short-term volatility is not a reason to 
take your eyes off the prize. Research shows 
there is no reliable pattern to suggest that 
realized volatility is a good predictor of lower 
(or higher) market returns. So, while an 
uptick in volatility may make investors 
uneasy, sitting on the sidelines is unlikely to 
serve investors well. In fact, a month of top-
decile volatility is on average followed by a 
month with a positive equity premium.

Investors and athletes alike must shake off 
temporary setbacks and stay focused on the 
goal ahead if they want to stick the landing.

MONTHLY US EQUITY PREMIUM VS. PRIOR MONTH 
VOLATILITY
July 1963–June 2024
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Past performance is no guarantee of future results. 
Index Descriptions
Fama/French Total US Market Research Index: July 1926–present: Fama/French Total US Market Research Factor + One-Month 
US Treasury Bills. Source: Ken French website. Results shown during periods prior to each index’s inception date do not 
represent actual returns of the respective index. Other periods selected may have different results, including losses. Backtested
index performance is hypothetical and is provided for informational purposes only to indicate historical performance had the index 
been calculated over the relevant time periods. Backtested performance results assume the reinvestment of dividends and capital 
gains.
Data appendix—Fama/French Factors
Fama/French Mkt-Rf: The excess return on the market, value-weighted return of all CRSP firms incorporated in the US and listed 
on the NYSE, AMEX, or Nasdaq that have a CRSP share code of 10 or 11 at the beginning of month t, good shares and price data 
at the beginning of t, and good return data for t minus the one-month Treasury bill rate (from Ibbotson Associates).
Disclosures
The information in this material is intended for the recipient’s background information and use only. It is provided in good faith and 
without any warranty or representation as to accuracy or completeness. Information and opinions presented in this material have 
been obtained or derived from sources believed by Dimensional to be reliable, and Dimensional has reasonable grounds to 
believe that all factual information herein is true as at the date of this material. It does not constitute investment advice, a
recommendation, or an offer of any services or products for sale and is not intended to provide a sufficient basis on which to make 
an investment decision. Before acting on any information in this document, you should consider whether it is appropriate for your 
particular circumstances and, if appropriate, seek professional advice. It is the responsibility of any persons wishing to make a 
purchase to inform themselves of and observe all applicable laws and regulations. Unauthorized reproduction or transmission of 
this material is strictly prohibited. Dimensional accepts no responsibility for loss arising from the use of the information contained 
herein.
This material is not directed at any person in any jurisdiction where the availability of this material is prohibited or would subject 
Dimensional or its products or services to any registration, licensing, or other such legal requirements within the jurisdiction.
“Dimensional” refers to the Dimensional separate but affiliated entities generally, rather than to one particular entity. These entities 
are Dimensional Fund Advisors LP, Dimensional Fund Advisors Ltd., Dimensional Ireland Limited, DFA Australia Limited, 
Dimensional Fund Advisors Canada ULC, Dimensional Fund Advisors Pte. Ltd., Dimensional Japan Ltd., and Dimensional Hong 
Kong Limited. Dimensional Hong Kong Limited is licensed by the Securities and Futures Commission to conduct Type 1 (dealing 
in securities) regulated activities only and does not provide asset management services.
RISKS
Investments involve risks. The investment return and principal value of an investment may fluctuate so that an investor’s 
shares, when redeemed, may be worth more or less than their original value. Past performance is not a guarantee of 
future results. There is no guarantee strategies will be successful.
Dimensional Fund Advisors LP is an investment advisor registered with the Securities and Exchange Commission.
Investment products: • Not FDIC Insured • Not Bank Guaranteed • May Lose Value
Dimensional Fund Advisors does not have any bank affiliates.
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