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Markets are dynamic not static
The markets now seem to be heading in the right direction (up) based on the performance of 
the past two months. After taking a deep sigh of relief, we’re asking ourselves why we didn’t 
invest more while the markets were low. We all have been drilled over and over again to buy 
low and sell high, so why is it so hard to actually do that? 

Anyone who has tackled financial economics 

in college will certainly recall many serious 

professors filling blackboards with algebraic 

symbols and models that purported to explain 

precisely how financial markets work. The 

capital asset pricing model, the efficient-market 

hypothesis—that information, however, had 

one flaw. While these models explained things 

generally, they assumed that people make financial 

decisions with the rationality and precision of 

an astrophysicist calculating a moon launch. But 

“rational” does not always describe the way we 

approach our finances. After all, if we are so 

rational, why are we not all rich?

Stay the Course

We continue to recommend that you stay with a 

well-defined investment plan and not leap from 

strategy to strategy based on short-term trends. 

No matter how sound our strategy may be, it will 

still have good and bad years. It does not matter 

whether you stay with a value or a growth strategy, 

a Canadian or an International strategy. It does 

not make a difference whether you have an active 

or a strategic approach to asset allocation. What 

you have to accept in every case is that investing 

is about patience and adherence to your strategy, 

adjusted from time to time for economic changes 

and personal circumstances. 

As the global markets move through the recovery 

phase, some investors might easily forget the recent 

past and try to re-coup their losses more quickly 

by switching to a different method of investing. 

Although it is wise to be on the lookout for 

approaches that fit your style and circumstances, 

one of the biggest mistakes is to look at only those 

investments that have done well in a bad market.

Where should I invest?

Panicky investors are moving money into the safety 

of GICs, short-term bonds, or other investments 

offering “guarantees” based on what many would 

see as almost the bottom of the market. Their 

decisions are based on the fear of losing even more 

money. However, these investments may not be 



suitable for the achievement of your long-term 

goals. In other words, guarantees may protect your 

money in the short term, but they may not provide 

enough yields on your long-term money to help you 

ever reach your goals. As an example, if you are 

saving for a retirement goal that is 10 years from 

now, and you plan to live another 20 years during 

retirement, you will have a tough time reaching that 

objective on a low rate of interest.

After all, investing is not always about short-term 

returns—it is about implementing a consistent 

investment strategy for the level of risk you are 

willing to take over time to reach your long-term 

goals. This is never static and should be continually 

reviewed. 

It is similar with risk and your financial plan. Don’t 

just look at the investment, but continually examine 

your strategy in light of your goals, risk, and 

economic conditions. The only truism that applies 

to any long-term investment strategy is having the 

discipline to stick to it through tough times.
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“�The only man who behaved 
sensibly was my tailor; he took my 
measurement anew every time he 
saw me, while all the rest went on 
with their old measurements and 
expected them to fit me.”

– George Bernard Shaw


