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The Importance of Maintaining a
Long-Term Perspective

In the investment world, as in life, keeping things in
perspective is of critical importance. When we
enter a desired destination into Google maps or
Waze, sometimes the route shown can be full of
twists and turns, at times leading us to think to
ourselves “I know a better way”. And how many
times, when we get off the suggested route, do we
find ourselves taking longer to get to our
destination than we would have if we had just
stayed the course? Granted, sometimes taking a
different route or detour may be the right thing to
do in the short-term, to avoid a traffic accident for
example. However, over the long haul, it is
important not to lose perspective of where we want
to go. Investing to achieve long-term goals has very
similar dynamics.

In the investment industry, most people often
discuss their views of the markets with a focus on a
relatively short time horizon. That is why we see so
many “New Year Outlooks” published around
December or January every year, and that is ok, our
industry is geared that way. This is because near
term data is more readily available to analyze. For
example, most companies tend to give financial
outlooks for the year ahead, sometimes two years,
but rarely more than that. Most countries’ central
bankers tend to produce forecasts for the next year
or two, but again, rarely more. However, most
investors have investment horizons that are longer
than one or two years. Frankly, most individuals that
invest in the markets tend to have investment
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$10,000 Investment After 20 Years
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horizons of at least 10 years. Knowing this
discrepancy, it is of critical importance to keep our
personal goals in mind when investing in any
market. Every investor has different goals, and
keeping our individual objectives in perspective is
key to achieving them within our planned
investment horizon. Much like the example of the
Google maps route above, staying the course that
best suits our particular situation is the most
consistent way to achieve our investment goals
over the long term. Taking advantage of well-
researched tactical opportunities along the way can
be fruitful, but it is important to do this within the
context of a strategic, long term-term perspective.

To this point, let’s study the long-term merits of a
buy and hold strategy compared to market timing.
In a study conducted by Legg Mason and Franklin
Tempelton, researchers found that investing
$10,000 in the S&P 500 in the year 2000, and
leaving it invested for 20 years, would have grown
to $32,527 at the end of that period. However, if an
investor engaged in market timing would have
missed the market’s strongest 10 days over that
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same period (out of over 5,000 trading days) his or
her $10,000 investment would have grown to
$16,233, half of what they would have earned if they
had followed a buy and hold strategy. In fact, as the
chart above shows, missing just 30 of the market’s
strongest days over the 20-year period would have
led to a negative return of nearly one third of the
initial investment. Legg Mason and Franklin
Templeton are not alone with these conclusions. A
study conducted by J.P. Morgan and recently
published by Advisor Channel had similar findings.
This study concluded that in the period from
January 2003 through December 2022, an
investment of $10,000 in the S&P 500 would have
grown to a whopping $64,844 if left fully invested
over that period. However, missing the strongest 40
days of that same period, would have seen the
initial $10,000 fall to $8,048, a loss of nearly 20%.
Much of the extreme discrepancy in returns that
can happen because of poor market timing tends
to revolve around basic human behavior. Many
investors tend to invest in the market as it is moving
higher and sell when it is moving lower. In general,
the higher it goes, the more investors jump in, and
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the lower it goes, the more investors sell. This
irrational behavior runs counterintuitive to the basic
investment principles of buy-low and sell-high, but
during extreme market moves, a surprisingly high
number of investors throw away these time-tested
investment principles and are instead motivated by
fear and greed. This is where market timing can
lead to major problems, as some of the strongest
up-days in markets tend to happen in the middle of
the most violent bear markets. J.P. Morgan pointed
out that in the 20-year period studied “7 of the best
10 days occurred within 2 weeks of the worst 10
days” and “six of the 7 best days occurred after the
worst days” (J.P. Morgan Asset Management).
Investors that sold out of fear during meaningfully
weak days in bear markets would have missed the
immediate rebound over the next few days.

It is important to remember that corrections are a
normal part of the lifecycle of the markets. A study
by Compound Capital Advisors found that for the
S&P 500, declines of 15% happen approximately
every 2 and a half years, while more severe declines
of 20% occur approximately every 4 years.
Ironically, after this study was published by Money
Magazine in October 2021, the S&P 500 marched
almost 6% higher, to its peak in January 2022,
before declining over 20% to its lows in October of
the same year. From those lows, the market
bounced back 20% to the present day. So, an
investor that would have paid no attention to his
investment in the S&P 500 from October 2021 until
now, and would have tuned into the market just
yesterday, could have concluded that this
investment declined a mere 1% over that period,
oblivious to the 21% decline and respective 20%
bounce over the same period. However, an investor
who sold out of fear at the bottom of this recent
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decline and never got back into the market would
have seen his investment decline by over 20%. That
difference demonstrates the power of staying the course.

This is not to say that opportunistic tactical
allocation strategies cannot not be implemented to
protect against market declines. As published in a
report early last month we indicated that in light of
a number of headwinds facing the market, we
would avoid falling prey to emotions and would not
advocate chasing it higher. From that point, the S&P
500 rose 4% to its highs at the end of last month,
before declining 4.5% to its current level. At that
time, we said that we were not encouraging
investors to exit the market, simply to consider
protecting profits by shifting to a higher quality
stance or purchasing “insurance” through the use
of ETFs or put options.

When storms that occur every season appear on
the horizon, we close the windows in our house and
bring the dog inside until the storm passes. We do
not sell the house and move to a different city every
time there is bad weather. The same logic applies
to investing. Tactical allocation strategies are
reasonable, where appropriate. However,
maintaining a long-term perspective and staying
the course are paramount to achieving our long-
term goals.
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