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When markets become volatile, the
temptation to step aside and wait for
calmer conditions can feel entirely
rational. But the evidence consistently
tells a different story. Repeatedly, across
different time horizons and market
cycles, investors who remain invested
tend to fare significantly better than
those who try to call the top, exit at the
right moment, and buy back in before
the recovery takes hold.

Market timing, in other words, is harder
than it looks. And the cost of getting it
wrong is higher than most people realise.

The hidden cost of being out of
the market

One of the most cited findings in long-
term investing is how much damage is
done by missing just a handful of the
market’s best days. 
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Analysis of global equity markets over
extended periods consistently shows that
a significant proportion of long-term
gains are concentrated into a relatively
small number of trading sessions, often
clustered around periods of peak
uncertainty.

An investor who remained fully invested
in global equities over a twenty-year
period would typically have seen
materially higher returns than one who
missed only the ten best trading days
during that same period. Miss twenty of
the best days, and the gap widens further
still. The compounding effect of those
missed sessions can be striking, and the
difficulty is that the best days are almost
impossible to predict in advance.



2

There is a further complication: the best
days frequently follow the worst ones.
Investors who exit during a sell-off,
intending to re-enter once confidence
returns, often find themselves on the
sidelines precisely when markets stage
their sharpest recoveries.

Why our instincts work against
us
The psychological forces that drive poor
market timing decisions are well
documented. Loss aversion, the tendency
to feel the pain of losses more acutely
than the pleasure of equivalent gains,
leads many investors to sell at exactly the
wrong moment. Headlines about
geopolitical tension, recessionary risk or
falling markets amplify anxiety and make
inaction feel impossible.

Equally, the temptation to wait for a
‘better entry point’ can keep investors in
cash for months or years, during which
time the market has often moved on.
Research consistently shows that the
average investor underperforms the
underlying funds they hold, largely
because of poorly timed switches in and
out of positions.

This is not a character flaw. It is a deeply
human response to uncertainty. But
understanding the pattern makes it
easier to resist.

Time in the market, not timing
the market

The counterweight to this behavioural
pull is a long-term perspective.

Investors with clearly defined goals and
investment time horizons of ten years or
more are better placed to look through
short-term volatility and focus on what
actually matters: compounding returns
over time.

The power of compounding rewards
patience in a way that even modest but
consistent market participation can
unlock. Staying invested through difficult
periods while maintaining a diversified
portfolio aligned to your risk profile, has
historically been one of the most reliable
ways to build real wealth over time.

This does not mean ignoring risk. It
means managing it through
diversification, regular reviews and a
financial plan that is built to absorb
uncertainty rather than react to it.
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What this means for your
portfolio
Current market conditions with
geopolitical uncertainty, shifting interest
rate expectations and ongoing economic
adjustment, may feel like a compelling
reason to pause. They may also feel like a
compelling reason to hold firm. The data
suggests the latter tends to serve
investors better over the long run.

If you have a well-constructed portfolio
that reflects your objectives and risk
appetite, remaining invested through
periods of turbulence is not a passive
choice. It is an active one, grounded in
evidence.

Important information

The value of investments can go down as well as up, and you may not get back the full
amount you invested. Past performance is not a guide to future performance, and past
performance may not necessarily be repeated. Tavistock Private Client Limited is authorised
and regulated by the Financial Conduct Authority. The Tavistock Partnership Limited is
authorised and regulated by the Financial Conduct Authority. All subsidiaries are wholly
owned by Tavistock Investments Plc. This content is provided for informational purposes. You
should seek financial advice before making any decisions.

If you would like to revisit your
current strategy, discuss
whether your portfolio remains
aligned to your goals, or simply
talk through how we approach
market volatility on your behalf,
we would be happy to help.
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