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Staying invested in the market

A common piece of advice for investors is that long term success doesn't
hinge on timing the market. It's time in the market that may make the bigger
difference. Most investors aren't professionals. Accredited investment
specialists devote their education, training, time and resources to studying
the markets and individual companies. Yet all professional fund managers
will miss the ups and downs in the market from time to time. It stands to
reason that individual investors who try to pick the best time to get into the
market or get out of it will likely be more prone to "missed timing”.

Financial advisors frequently tout the benefits of a buy and hold strategy
combined with dollar cost averaging. Specifically, they advocate investing in
the market on a regular basis and sticking with investments and a strategy
over an extended period of time.

Let's look at an example of a buy and hold strategy where individuals stay
invested in the market for various periods of time.

Four friends start an informal investment club: James, Stacey, Jazmine and
Vincent. Each commit to investing $10,000. They pick the same investment,
the S&P/TSX Total Return Index. They each make separate choices to
invest, get out of the market for a while and reinvest during a 10 year period
starting in January, 2012 and ending in December, 2021. Each person that
gets out of the market for a period of time puts their money into 3 month
T-Bills. Each person that gets out of the market happens to miss the best
days’ performance.
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$10,000 investment in S&P/TSX Total Return Index over 10 years (2012-2021)
$23,982

$14,718

$11,429

James Stacy misses Jazmine misses Vincent misses
stays invested best 10 days best 20 days best 30 days

llustration only, not intended to project future performance of any particular investment.

This example shows the dramatic effect of missing even a few of the best performing days of a chosen investment.!

James is an example of an investor who took a long term “buy and hold” approach. In doing so, he managed to avoid a
major risk of trying to time the market: missing some of the best days of an investment'’s performance.

Of course, you may also consider what happens if you miss the worst days in the performance of an investment. Working
with an advisor may help you improve your return on your investments, reduce the downsides of investing in the market
and help you reach your goals.

Related article(s)
Market timing and missing the worst performing days

'Source: Morningstar Research Inc., January 1, 2012 to December 31, 2021.
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