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“Today’s price is not your price.  Your price is 10 or 20 years from now.  Unfortunately, stock market investors 
don’t always see things that way.” 

- Thomas A. Orecchio, of Greenbaum & Orecchio, a wealth management firm in Old Tappan, N.J. 
 
Wouldn’t it be nice to know the perfect time to enter the market and when to get out before things 
turn bad? To actually be that type of investor who can "time" the market and who can accurately 
predict when it will rise and fall? 
 
It  is  not  surprising,  especially for first-time investors, to worry too much  if  they  were  able  to 
 buy an investment at the right time or when prices  are low. The thought of starting at the wrong 
point in the market's ups and downs and stare at big losses terrifies them. 
 
However, those who have this perception miss the real essence of investing.  That  is,  rather  than 
worrying about the time when you bought your first investment, think instead of how long you have 
committed to keep your money invested  and  staying  true  to  your  investment  horizon. This is 
called investment discipline.  Over the long run, the returns of a well-chosen investment will give 
you a good return regardless of when you first bought your investment. 
 
 
Investment Discipline 
 
Investment discipline is when you buy and hold your investment whether the market is going up or 
down. This is a simple strategy that does not require constant monitoring.   Remember that different 
investments offer varying degrees of risk and return, and each one is best suited for a different 
investing time frame. 
 
In general, bonds provide lower but steadier returns for investors with medium- to long-term 
investment horizon, three years or longer. Equities or stocks are riskier than bonds since there are 
more volatilities. Investors are advised to keep their money invested longer (at least five years) to 
ride out the volatility of the market and achieve higher returns. 
 
To illustrate how investment discipline pays off, let us take a look at the two different investors 
below.  Investor  A  is  an investor who remains faithful  to  his  investment  horizon  and  refuses  to 
 be  influenced by volatility  in  the  markets. Investor B, on the other hand, is an investor 
who tends to monitor his investment every day and who sold his investments during periods when 
sentiments in the market start to go against his chosen investment.  Both investors invested 100,000 
in BPI Premium Bond Fund and BPI Equity Value Fund in July 1, 2005 at P102 and P49.72 Net Asset 
Value per Unit (NAVPU), respectively. 
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Investor A stayed invested on both funds, while Investor B got alarmed when 
prices started going down and decided to withdraw his funds. 
 

BPI Premium Bond Fund BPI Equity Value Fund 

  
 

 
  
As of July 16, 2013, Investor A’s portfolio of two investment funds had 10.28% weighted annualized 
return from July 1, 2005-July 16, 2013. On the other hand, Investor B’s weighted annualized return or 
his portfolio was only 8.37% because he sold his investment funds in 2006 and 2008 when 
prices were low. 
 
The Bottom Line 
 
Remaining faithful to your investment horizon is an important part of staying disciplined. 
 
If  the  market’s  ups  and  downs and the investors' emotions were removed completely  from  the 
investment  process,  staying  with one’s investment horizon  without any attempt to time the  
market would be the better choice. Those with the discipline to buy, hold and sit tight will be 
rewarded. 
 
David Swensen, chief investment officer of Yale University, writes: “Market timing,  defined  as  a 
short-term  bet  against long-term policy targets, requires  being right in the short run about factors 
that are impossible to predict in the short run.” 
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