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Patience is essential to daily life and even
more so if you are parents to young kids.
When | was a child, | was often told to “be
patient’, which meant staying calm in the
face of delay, frustration or adversity. We alll
have many opportunities in life to practice
this virtue; being stuck in traffic, the ups and
down of parenthood, or indeed, managing
one’s investments. By understanding the
importance of having patience, we can
maintain our focus on our long-term goals,
and not let short term noise push us into
taking unnecessary action. Time in the
market is better than timing the markef,
as they say, as it allows investors to benefit
from the power of compounding, which
Albert Einstein once referred to as the 8th
wonder of the world".

An investment portfolio needs to have
a clearly defined goal and be built
with relevant constraints in mind. One
other aspect which is often overlooked
is determining the appropriate fime
horizon, which we think of as the minimum
timeframe investors should commit to in
order to reduce their risk of experiencing a
negative outcome.

There is no magic number on how long one
should stay invested. All else being equal,
the longer you stay invested the better
your chances of achieving your goals.
However, we acknowledge it is not always
practical for investors to stay invested for
10 or 20 years, so instead we communicate
a minimum recommended timeframe for
each of our portfolios.

In  determining the recommended
minimum investment horizon for our funds,
we balance considerations around both
the funds’ objectives and risk profile. Lower
risk portfolios should not be as sensitive fo
market movements and typically would
suit investors with a shorter timeframe,
while a portfolio with a higher allocation to
risk assets and a higher target return are
more prone to short term drawdowns and
hence require a longer investment horizon.

So how do we arrive at the minimum
recommended horizon for our funds? We
start at the core of the investment process,
namely the strategic asset allocation (SAA).
The SAA represents our optimised long-
term asset class weightings  which
are constructed to deliver the highest
probability of achieving the target outcome
while balancing that against drawdown
risks. This increases the chance of delivering
a smoother journey for investors.

We analyse data from these SAAs over
many years and study the range of returns
over various timeframes along with the
expected return to arrive at an appropriate
minimum  investment horizon. In our
analysis, we observe that over shorter
time periods of 1 to 3 years, the range of
outcomes is very wide. Investors are more
likely to experience a negative outcome
should they not stay invested for at least the
minimum recommended holding period.
Particularly in any given 12-month period,
the likelihood of a negative outcome is high
given the inherent volatility of markets and
the magnitude, can at times, be severe.

However, as the recommended holding
period increases, the range of returns
becomes narrower, and the probability of
experiencing a negative outcome is greatly
reduced after holding for around 5+ years
for most risk balanced portfolios. The range
of outcomes is at its narrowest from around
7 years onwards, meaning the likelihood
of a negative outcome is further reduced
and the variability around the objectives is
minimised.

Being patient in the face of adversity is key
to a happy life, and a healthy investment
portfolio. The reality for investors is that
extending your investment horizon will help
you fo achieve your financial goals. Good
things fruly do come to those who wait.

Source: 'High Returns from Low Risk - a remarkable
stock market paradox. Pim Van Vliet and Jan De Koning
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For more information, please contact your adviser or alternatively contact:

Belvest Investment Services Limited
MERERBERAE

9th Floor, Centre Mark Il

305-313 Queen’s Road Central
Sheung Wan, Hong Kong

Important notes

This communication is issued by Belvest
Investment  Services  Limited and/or
Belvest related companies (collectively,
and individually Belvest) solely to its
clients, qualified prospective clients or
institutional and professional investors.
Unless stated otherwise, any opinions or
views expressed in this communication do
not represent those of Belvest. Opinions or
views of any Belvest company expressed
in this communication may differ from
those of other departments or companies
within Belvest, including any opinions or
views expressed in any research issued by
Belvest. Belvest may deal as Distributor or
Agent, or have interests, in any financial
product referred fo in this email. Belvest
has policies designed to negate conflicts of
interest. Unless otherwise stated, this e-mail
is solely for information purposes.

This message may contain confidential
information.  Any use, dissemination,
distribution  or reproduction of this
information outside the original recipients
of this message is strictly prohibited. If
you receive this message by mistake,
please notify the sender by reply email
immediately.

Unless specifically stated, neither the
information nor any opinion contfained
herein constitutes as an advertisement, an
invitation, a solicitation, a recommendation
or advise to buy or sell any products,
services, securities, futures, options, other
financial instruments or provide any
investment advice or service by Belvest.

Tel +852 28271199
Fax +852 2827 0270
belvest@bis.hk

www.bis.hk

No representation or warranty is given as
to the accuracy, likelihood of achievement
or reasonableness of any figures, forecasts,
prospects or return (if any) contained in the
message. Such figures, forecasts, prospects
or refurns are by their nature subject to
significant uncertainties and contingencies.
The assumptions and parameters used
by Belvest are not the only ones that
might reasonably have been selected
and therefor Belvest does not guarantee
the sequence, accuracy, completeness
or timeliness of the information provided
herein. None of Belvest, its group members
or any of their employees or directors shall
be held liable, in any way, for any claims,
mistakes, errors or otherwise arising out
of or in connection with the content of this
e-mail.

This  e-mail and any accompanying
attachments are not encrypted and cannot
be guaranteed to be secure, complete or
error-free as electronic communications
may be intercepted, corrupted, lost,
destroyed, delayed or incomplete, and/
or may contain viruses. Belvest therefore
does not accept any liability for any
interception, corruption, loss, destruction,
incompleteness, viruses, errors, omissions
or delays in relation to this electronic
communication. If verification is required
please request a hard-copy version.
Electronic communication carried within
the Belvest system may be monitored.



