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I'he importance o
remaining invesled

Navigating the ups and downs of financial markets can be daunting.
Remaining invested when markets fall may seem counter intuitive,
out it can be the best way to not crystalise losses and avoid

your portfolio underperfoming over the longer term.




Trying to time the market can seriously damage your investment returns

Amidst heightened volatility, it is understandable that you may be concerned about the impact on the value of
your investments. But, while sharp declines in markets can naturally be disconcerting, if you want to give your
investments the best chance of earning a long-term return, then it's a good idea to practice the art of patience.
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Source: Bloomberg, MSCI World £ Price Index (MSCI: please see important information).

Logarithmic Scale. 01/01/1971 - 07/04/2025. Past performance is not a reliable indicator of future results.
A logarithmic scale represents data by showing proportional changes rather than equal increments.

It progresses in multiples of 10 instead of linear steps. This approach is used here to effectively

display both small initial returns and larger long-term growth within a single chart.
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If you want to give
your muvestments

the best chance of
earming a long-term
return, then its a
good idea lo practice
the art of patience.




N R
QQ& ; '
Qf r\Q\Qb ——

66

11y lo miss the lows
and you Il probably
miss the highs too.

When markets fall and fear dominates, it
can be difficult to resist the temptation
to sell out of the financial markets and
switch to cash, with the idea of reinvesting
in the future when feeling more positive
about market prospects - trying to

‘time the market’. But this is a strategy
that carries with it the risk of missing

out on some of the best days of market
performance. And this could have a
devastating impact on long-term returns.

Remaining invested may be an emotional
rollercoaster during times of market stress,
but research shows time and again that
this is the best investment approach

over the long term. For example, one
study of US equity mutual fund investors
showed that their tendency to try and
time the market was a key driver of their
underperformance (Dalbar, 2019)'. In the
current environment, it is understandable
that many people are concerned about
geopolitical risks, and how this is being
reflected in the value of their investments.

'Dalbar (2019). ‘Quantitative Analysis of Investor Behaviour’
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Despite temptations to switch into cash, data shows that missing out on just the
10 best market performing days can have a big impact on long-term returns.

Staying ‘fully invested’ during the ups and downs has resulted in an initial £100,000
portfolio, for example, having an ending value of £468,000, compared to £258,000
for those that missed the 10 best days in previous 25 years. This effect also
highlights the powerful effect of ‘compounding returns’ over time. If, for example,
the 50 best days are missed, the long-term returns are indeed negative.

Timing the market

A different way of delivering the same message,
where staying invested over the 25-year period
generates annualised returns of 6.1%, compared to 1.1%
annualised returns if one misses the 30 best days:

Staying invested
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Source: Bloomberg, MSCI AC World TR £ (MSCI: please see important information), Dates 01/01/2000 to 09/04/2025.
Chart shows performance of a £100,000 investment. Past performance is not a reliable indicator of future results.

6.1% pa

4.1% pa
1.1% pa
-1.2% pa
Full Invested Miss10 best Miss 30 best Miss 50 best
days days days

Source: Bloomberg, MSCI AC World TR £ (MSCI: please see
important information). Dates 01/01/2000 to 09/04/2025.
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1t 1s umportant to
look through the
noise, and remain
mvested during times
of martet stress.

One of the most common reasons investors lose money is when they try to time the market,
trying to avoid the worst days of the stock market by cashing out and then re-investing when they
think the market is going to pick up. However, as the chart below shows, the best and worst days
of the stock market cluster. Try to miss the lows and you'll probably miss the highs too.

Missing the best days during the downturn and subsequent upturn can again have
a large impact on the returns generated over the subsequent period.

Best and worst days tend to cluster
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Source: Bloomberg, MSCI World £ TR (MSCI: please see important information),
Dates 01/01/2000 to 09/04/2025. Chart shows 50 worst and 50 best days of one-day
performance. Past performance is not a reliable indicator of future results.
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With the benefit of hindsight, we are now fully aware
of the global impact of COVID-19, and the rapidity
in which it has hit equity markets. While markets
rivalled the speed of the virus in trying to price-in
the near-term damage, we expected they could also
be swift to act when a tipping-point was seen to

be close- at-hand. World equity markets returned

to highs around 120 days following 2020 lows.

The current market meltdown appears politically
driven, sparked by President Trump's tariff policies
rather than any inherent weakness in the economy.
If history is a guide, recovery could unfold as swiftly
as the decline once trade tension de-escalates.

By keeping to an established and proven investment
framework, we can look to take advantage of short-
term volatility as we continue to seek out longer-
term investment opportunities. We look to avoid
behavioural biases that may result in decisions

that negatively impact long-term return potential.
Yes, the journey may not be smooth, but generally

it is important to look through the noise, and

remain invested during times of market stress.
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Important information

Investors should be aware that the price of investments and the income from them can go down as well as up and that
neither is guaranteed. Past performance is not a reliable indicator of future results. Investors may not get back the amount
invested. Changes in rates of exchange may have an adverse effect on the value, price or income of an investment.

The information in this document does not constitute advice or a recommendation for any product and you should not
make any investment decisions on the basis of it. While the information in this document has been prepared carefully,
Brooks Macdonald gives no warranty as to the accuracy or completeness of the information.

Tax treatment depends on individual circumstances and may be subject to change in the future Brooks Macdonald does
not provide tax advice and independent professional advice should be sought.

Brooks Macdonald is a trading name of Brooks Macdonald Group plc used by various companies in the Brooks Macdonald
group of companies. Brooks Macdonald Group plc is registered in England No 04402058. Registered office: 21 Lombard
Street, London, EC3V 9AH.

Brooks Macdonald Asset Management Limited is authorised and regulated by the Financial Conduct Authority. Registered
in England No 03417519. Registered office: 21 Lombard Street, London, EC3V 9AH.

More information about the Brooks Macdonald Group can be found at brooksmacdonald.com
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