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The data that shows a case for long-term 
investing 

148 years of data show short-term punts on the stock market are very risky. Long term investments, 
not so much. 

22 April 2020 

After the recent declines, you would be forgiven for considering stock market investing an intimidating 
prospect. 

And to some extent you would be justified. After all, in the short-run, the stock market is indeed prone to 
violent swings – in both directions. But the longer you invest for, the narrower the range of outcomes becomes 
and the lower the risk of losing money. 

For example, using over 148 years of data on the US stock market index, the S&P 500, we found that, if you 
invested for a month, you would have lost money roughly 40% of the time in inflation-adjusted terms i.e. in 704 
of the 1,790 months in our analysis. 

However, if you had invested for longer, the odds would shift dramatically in your favour. On a 12-month basis, 
you would have lost money slightly more than 30% of the time. Importantly, 12-months is still the short-run 
when it comes to the stock market. You’ve got to be in it for longer. 

On a five-year horizon, that figure falls to 20%. At 10 years it is approaching 10%. At 20 years it is negligible – of 
the 1,551 rolling 20-year periods between January 1871 and March 2020, there was only one where stocks lost 
money in inflation-adjusted terms (July 1901- June 1921, when the real return was -0.2% a year). 

Losing money over the long run can never be ruled out entirely and would clearly be very painful if it happened 
to you. However, it is also a very rare occurrence. 
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The message is simple. Short-term punts on the stock market are very risky. Long term investments, not so 
much. 

Short-term investors have faced significant risks of losing money,       
longer-term investors have not. 
Percentage of the time where investors would have lost money in inflation-adjusted terms

Past performance is not a guide to future performance and may not be repeated.  

Source: Robert Shiller, Schroders. Analysis based on rolling periods for S&P 500 index. Data January 1871–March 2020. 

Important information: The views and opinions contained 
herein are those of the authors of this page, and may not 
necessarily represent views expressed or reflected in other 
Servo Private Wealth communications, strategies or funds. The 
content of this article is for information only. It does not 
represent personal advice or a personal recommendation and 
should not be interpreted as such. Please do not act upon any 
part of it without first having consulted an Independent 
Financial Adviser. The material is not intended as an offer or 
solicitation for the purchase or sale of any financial instrument. 
The material is not intended to provide and should not be 
relied on for accounting, legal or tax advice, or investment 
recommendations. Reliance should not be placed on the views 
and information in this document when taking individual 
investment and/or strategic decisions. Past performance is not 
a guide to future performance and may not be repeated. The 
value of investments and the income from them may go down 
as well as up and investors may not get back the amounts 
originally invested. All investments involve risks including the 
risk of possible loss of principal. Information herein is believed 
to be reliable but Servo Private Wealth does not warrant its 
completeness or accuracy. Reliance should not be placed on 
the views and information in this document when taking 
individual investment and/or strategic decisions. Some 
information quoted was obtained from external sources we

consider to be reliable. No responsibility can be accepted for 
errors of fact obtained from third parties, and this data may 
change with market conditions. This does not exclude any duty 
or liability that Servo Private Wealth has to its customers under 
any regulatory system. FTSE: FTSE International Limited (‘FTSE’) 
© FTSE 2016. ‘FTSE®’ is a trade mark of London Stock Exchange 
Plc and The Financial Times Limited and is used by FTSE 
International Limited under licence. All rights in the FTSE 
indices and/or FTSE ratings vest in FTSE and/or its licensors. 
Neither FTSE nor its licensors accept any liability for any errors 
or omissions in the FTSE indices and/or FTSE ratings or 
underlying data. No further distribution of FTSE Data is 
permitted without FTSE’s express written consent. Regions/
sectors shown for illustrative purposes only and should not be 
viewed as a recommendation to buy/sell. 

Issued by Servo Private Wealth Limited, Basepoint Business 
Centre, John de Mierre House, Bridge Road, Haywards Heath, 
West Sussex, RH17 5HJ, 01444 715200. 
Servo Private Wealth is an appointed representative of Best 
Practice IFA Group Limited which is authorised and regulated 
by the Financial Conduct Authority.
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