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Prudence of perseverance in investing

Maintaining an investment stance centred on the potential for long-term growth

For investors, the perennial question of whether to ‘stick or twist’ with their current investments or pivot
towards the perceived safety of cash is fundamental. Numerous factors influence this decision, which plays a

pivotal role in the journey towards financial prosperity.

The appeal of cash, particularly in uncertain times, is
clear; however, a judicious choice to remain invested
frequently emerges as the more astute strategy.

THE CASE FOR

LONG-TERM INVESTMENT

The argument for maintaining an investment stance
centres on the potential for long-term growth.
Historically, investment options such as stocks have
consistently outperformed inflation and delivered
significant returns over prolonged periods.

The magic of compound interest, where your
investments earn returns that, in turn, generate their
own earnings, can dramatically increase the value of
your initial stake, potentially leading to exponential
growth over time.

THE FUTILITY OF MARKET TIMING
The endeavour to time the market, shifting to

cash in downturns and returning in upswings, is
beset with difficulty. Even the most experienced
professionals often fail to make consistently
accurate timing decisions — a fact highlighted by

Warren Buffett, who attributes his success to a
mere dozen ‘truly good’ investment choices.
Predicting market movements can be challenging,
especially in bull markets - when the prices of
stocks or other assets generally rise over a
sustained period of time, usually accompanied by
optimism and confidence among investors. It’s like
a market on the rise, where people expect good
things to continue happening. Investors may sell
at low points and miss subsequent recoveries or
remain in cash during bull markets, thereby forfeiting
potential gains. This underscores the principle that
‘time in the market, not timing the market’ is a more
reliable pathway to capturing long-term growth.

DIVERSIFICATION AS A RISK
MANAGEMENT TOOL
Diversification is a key tenet of sound investing. By
allocating resources across a variety of asset classes,
sectors and themes, investors can mitigate the risks
associated with specific market segments.

Staying invested allows for the upkeep of a
diversified portfolio, which serves as a buffer against
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market volatility. Such portfolios often experience
smoother performance trajectories, as positive
returns from certain assets can help offset losses
in others.This proves particularly beneficial during
economic slumps when specific sectors might lag.

HIDDEN COSTS
OF HOLDING CASH
Holding cash may seem like a prudent financial
safety net, offering immediate liquidity and a sense
of security. However, this approach has drawbacks,
as it effectively sidelines the potential for higher
returns from other investment avenues.
Embracing a long-term investment strategy is key
to preserving and enhancing the real value of your
wealth over time, navigating past the limitations
imposed by cash holdings.

EMOTIONAL TURBULENCE IN
INVESTING

The investing journey can be fraught with
emotional upheaval, particularly during market
volatility. By committing to a long-term investment
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stance, investors are better equipped to sidestep the
behavioural pitfalls of fear and greed, which often
precipitate rash decisions.

A robust investment strategy, centred around
long-term objectives, can help instil confidence that
enables investors to endure the tempests of market
fluctuations with composure.

MITIGATING TAX IMPACTS ON
INVESTMENTS

The influence of taxation on investment
outcomes cannot be overstated. Liquidating
assets could trigger a Capital Gains Tax
payment, potentially carving a significant slice
from your profits. A commitment to remain
invested, deferring the realisation of these gains,
offers an avenue to mitigate tax liabilities,
thereby bolstering the efficiency of your
investment portfolio.

The annals of financial history are replete
with instances of market resilience and the
inevitable cycles of downturn and recovery.
Although economic setbacks, such as recessions
and market crashes, are inescapable, they can
potentially set the stage for subsequent periods
of growth. Staying the course allows investors to
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REMAINING INVESTED BECOMES
INCONTROVERTIBLE
In light of the compelling arguments for long-term
growth prospects, the psychological steadiness
afforded by a consistent investment approach, tax
advantages and the historical patterns of economic
recovery, the logic for remaining invested becomes
incontrovertible.

While maintaining a reserve of cash for emergencies
or imminent expenditures is wise, the strategy of

continued investment is eminently sensible if it
matches your risk profile, needs and circumstances. B

DO YOUWANT TO DISCUSS
PLANNING OPPORTUNITIES
FORYOUR INVESTMENT
PORTFOLIO?

Ensuring the alignment of your financial

plan with your investment portfolio and
periodically reviewing your investment
strategy is key to ensuring it remains
aligned with your financial aspirations and
risk tolerance.To discuss how we can help
you take advantage of long-term investment,
please get in touch with us.
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THIS ARTICLE DOES NOT CONSTITUTE

TAX OR LEGAL ADVICE AND SHOULD

NOT BE RELIED UPON AS SUCH.TAX
TREATMENT DEPENDS ON THE INDIVIDUAL
CIRCUMSTANCES OF EACH CLIENT AND MAY
BE SUBJECT TO CHANGE IN THE FUTURE. FOR
GUIDANCE, SEEK PROFESSIONAL ADVICE.

THEVALUE OF YOUR INVESTMENTS CAN GO
DOWN ASWELL AS UPAND YOU MAY GET
BACK LESS THAN YOU INVESTED.

THETAX TREATMENT IS DEPENDENT ON
INDIVIDUAL CIRCUMSTANCES AND MAY BE
SUBJECT TO CHANGE IN FUTURE.
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