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Market timing versus long-term investing - it’s a choice that really shows up
during times like these. When markets are smoothly trending up, it’s pretty easy
to say you'’re a long-term investor who believes in the future earnings of your
companies. But when questions start swirling about market direction, there’s
always that temptation to sell and “buy back in later.”
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Let’s look at why that’s usually not the best idea.
Studies of market timing show some sobering
numbers - if you're off by just a month on market
tops and bottoms, you could end up with half the
returns you’d get from simply staying invested. Even
the most skilled investors would struggle to get that
timing right consistently over 20 years.

What really matters is keeping your eye on what you
own - companies with solid growth prospects and

reasonable valuations. Sure, they won't go up in a
straight line. They’ll have their down days, sometimes
when you least expect it. But if you’re holding quality
businesses, these market swings often turn out to be
just background noise in the long run.

We’re at one of those moments now where this
discipline is being tested. This doesn’t mean blindly
holding onto stocks that have become seriously
overvalued. But there’s a reason the most successful
investors tend to focus on individual companies’
prospects rather than trying to predict market crashes.

Looking at what markets did in 2024, we saw some
pretty impressive numbers. The global stock market
index (MSCI) jumped 24.3%, though performance
varied quite a bit by region. Taiwan was the star
performer, up 31.7%, while markets in the UK (+9.6%)
and Europe (+11.9%) posted more modest gains. US
tech stocks continued their strong run, pushing the
NASDAQ up 29.6%, and even China’s market showed
some recovery, with the CSI 300 up 18.2%.

But here’s some helpful context - when you look
at returns over the past three years, things look
quite different. Outside of Japan and Taiwan, even
the stronger markets like Australia and the US S&P
500 only returned about 8.9% annually. European
markets lagged, and Chinese markets lost ground
during this period, mainly due to their property
market and economic challenges.
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Right now, it’s more about picking the right stocks

than making broad market calls - which fits right

There’s been a lot of talk about whether markets, ) _ ) o
in with our approach of focusing on individual

especially tech stocks, have gotten too expensive. . . .
companies rather than trying to time the market.

But this isn’t quite like previous bubbles. While
some caution is warranted regarding Al-focused |
stocks like Nvidia, many large technology
companies demonstrate fundamental strength that
wasn’t present in previous bubbles, such as the
2000 dot-com era. These companies now generate
healthy cash flow yields comparable to bond yields,
with strong growth trajectories.

On the interest rate front, we’re seeing short-term
rates fall in most developed economies as inflation
pressures ease up. But central bankers are being
careful not to declare victory too soon - they
remember all too well what happened in the 1970s
when they celebrated too early.
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