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“Compound interest is the eight wonder of the 
world; he who understands it earns it, he who 
doesn’t pays it.” 

— Albert Eienstein 
 
“It never hurts to take a profit” is an old Wall Street 
saying. In the long run, I think it often does. With the 
recent “sell-off” in some stocks, investors are asking 
whether they should sell before their profits 
evaporate. Investors ask because many fixate on the 
annual percent return of their portfolio. They do this 
because it allows them to compare (a dangerous 
thing) their percent return to someone else’s percent 
return and thereby decide if they are happy. Yet one’s 
percent return is not nearly as important as one’s total 
dollars of return. When you get to retirement you can’t 
spend percentages, only dollars. While percent returns 
are a function of what you invest in, dollars of return are 
a function of what you invest in as well as how much 
you invest and for how long. It is easy to understand 
that what and how much you invest will affect your 
retirement income. What is often overlooked is the role 
of time in determining your results. Time is important 
because it is the critical component of compounding, 
and compounding is perhaps the most critical 
component to making money. 
 
Compounding is having your money work for you; in 
essence your money making money of its own … just 
for you. In the interest of saving time, I will limit my 
discussion in this newsletter to the importance of 
time to investor total dollars of return. 
 
 

What makes time such a difficult investment tool to 
use is that there are few time rules to follow, other 
than patience. Chemistry has strict rules. Mix a 
certain two chemicals together and you have a 
violent explosion every time whereas when investing, 
the same investment can either be a success or a 
failure due to when you get in or out and the total 
time invested. While Enron ended in total failure, 
there are some Enron investors that got out in time 
and at a profit. Another example is that of Mark 
Cuban, owner of the Dallas Mavericks. Cuban sold 
his dot-com company for $5.9 billion in 1999 just 
before the dot-com bubble burst. 
 
“No matter how great the talent or efforts, some 
things take time. You can’t produce a baby in one 
month by getting nine women pregnant.”   

— Warren Buffett 
 
Time can’t be rushed. This creates a special challenge 
for those who seek to let compounding do the work 
for them. If one starts saving and investing at an early 
age, small amounts of money, compounding, can 
lead to large sums near retirement age. If, however, 
one delays getting started, the difference at retirement 
age can be enormous. 
 
For example, starting at age 35, $5,000 invested each 
year for five years (total investment $25,000) 
compounding at 7% (a generally recognized reasonable 
historical rate of return for the stock market) would result 
in an approximate total dollar return of $200,000 by 
age 55.  
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Using all the same numbers but starting 10 
years later at age 45 instead, the approximate total 
dollar return would be $70,000. 
 
While time can’t be rushed, it can bail you out (even 
without the benefit of high-speed trading computers). 
Even if you pay a little too high a price for a good 
investment, given time, the investment may still 
“grow into” the valuation you paid, much like a too 
big pair of sneakers for a growing teenager. 
 
“The key to making money in stocks is not to get 
scared out of them.” 
     — Peter Lynch 
 
Unfortunately, many investors do not take full 
advantage of the benefits of time and compounding. 
They often sell too early under the guise of “fear,” 
“profit-taking” or “asset allocation.” Portfolio returns 
are equal parts what you invest in, when you invest 
and for how long you invest. The challenge is that 
while what and when are usually based on financial 
theory, decisions about how long you invest are too 
often driven by behavior. During euphoric times for 
the stock market too much emphasis on asset 
allocation often drives investors to “reallocate” to 
popular asset classes like financials and real estate 
in 2007 or “tech” stocks in 1999. Likewise, during 
pessimistic times like 2009, emotion drives them to 
“allocate” too little to all stocks out of fear. 
 
“Adopt the pace of nature. Her secret is patience.” 
    — Ralph Waldo Emerson 
 
Investors can be very impatient. They often feel the 
urge to “do something” in their portfolio and thus 
sabotage the chance for a good investment to 
compound over time. Investors will often sell simply 
because an investment has “gone up.” The great 
growth stock investor Philip Fisher said, “The silliest 
reason to sell is that the stock price has gone up a 
lot. A truly great company will grow on and on. That 
it has advanced substantially since you bought it 
only means that everything is going as it should.” 
 

Selling because a stock has risen has the negative 
effect of fattening Uncle Sam’s wallet through capital 
gains tax to the detriment of your own wallet. 
Additionally, you lose the benefit of being able to 
reinvest those dollars on your behalf. Selling also 
introduces the risk of making a bad follow-on 
investment. Is gold a good investment to be buying 
today … or selling? If a new asset class is bought, 
then some other asset class is usually sold. The sell 
decision is often rationalized with terms such as “it 
hit my target price” or “I have a lot of the stock” or “it 
has done well.” In my opinion, these are not reasons 
to sell. Sam Walton or Bill Gates never sold because 
their stock hit a price target. 
 
I believe the reasons to sell are: 
 
— You need the money 
— The fundamentals have deteriorated 
— You made a mistake or 
— You found a better investment 
 
This is the sell discipline of many of the great 
investors such as Templeton and Fisher. 
 
“Don’t just do something, stand there.” 

— White Rabbit, Alice in Wonderland 
 
In 30 years I have dealt with many investors who, 
despite the ups and downs of the market, remained 
invested, often with little reallocating, as Jack Bogle 
has preached. Notwithstanding the rare Enron stock 
that declines to zero, many of the holdings of these 
patient investors have wonderful compounded 
annual returns over decades precisely because they 
did not “reallocate.” In the end, you can only lose 
100% of what you invested, whereas gains can 
potentially be unlimited given enough time. Time, 
and maybe even a misplaced certificate found years 
later in a desk drawer, results in great gains. 
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In summary, when investing, time is not a foe rushing 
investors and forcing them to sell good investments, 
pay taxes, have less capital to put back to work and 
risk making a less profitable follow-on investment. 
Time is actually a friend. Through the magic of 
compounding, time does the work for you, helping 
your money make more money for you so that in 
retirement, you will end up with more “dollars” to 
spend. This spring, despite the recent volatility, if 
you own good investments resist the urge to sell too 
early. Take a look around you and learn from nature; 
it doesn’t rush, so neither should you. 
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If you would like to discuss the topic of this newsletter, or our team’s approach to investing, please feel free to contact us by 
email at al.boris@alexbrown.com. 

 
Thoughts for Investors is a quarterly newsletter written for clients since 1997 by this author. The purpose is two-fold. First, it is meant to help 
explain the investment philosophy that guides the author’s approach to portfolio management. Second, it is meant to remind readers of 
important behavioral skills that the author believes are necessary to help them become successful investors. The author welcomes comments 
and criticisms, especially if they can be shared for the betterment of all investors. Quotation is permitted with full attribution. 
 
The information contained in this report does not purport to be a complete description of the securities, markets, or developments referred to in this 
material. The information has been obtained from sources considered to be reliable, but we do not guarantee that the foregoing material is accurate or 
complete. Any opinions are those of the author, and not necessarily those of Raymond James. Expressions of opinion are as of this date and are 
subject to change without notice. There is no guarantee that these statements, opinions or forecasts provided herein will prove to be correct. Investing 
involves risk and you may incur a profit or loss regardless of strategy selected. The forgoing is not a recommendation to buy or sell any individual 
security or any combination of securities. Be sure to contact a qualified professional regarding your particular situation before making any investment or 
withdrawal decision. The S&P 500 is an unmanaged index of 500 widely held stocks that is generally considered representative of the U.S. stock 
market. Keep in mind that individuals cannot invest directly in any index. Index returns do not reflect the deductions of fees, trading costs or other 
expenses. The Index is referred to for informational purposes only: the composition of each Index is different from the composition of the accounts 
managed by the investment manager.  Individual investor's results will vary. Past performance does not guarantee future results. Future investment 
performance cannot be guaranteed, investment yields will fluctuate with market conditions. This information is not intended as a solicitation or an offer 
to buy or sell any security referred to herein. Keep in mind that there is no assurance that our strategies will ultimately be successful or profitable nor 
protect against a loss. There may also be the potential for missed growth opportunities that may occur after the sale of an investment. Investments or 
strategies discussed may not be suitable for all investors. ETF shareholders should be aware that the general level of stock or bond prices may decline, 
thus affecting the value of an exchange-traded fund. Although exchange-traded funds are designed to provide investment results that generally 
correspond to the price and yield performance of their respective underlying indexes, the funds may not be able to exactly replicate the performance of 
the indexes because of fund expenses and other factors.  Investors should consider the investment objectives, risks, charges and expenses of 
an exchange traded product carefully before investing. The prospectus contains this and other information and should be read carefully 
before investing. The prospectus is available from your investment professional. Every type of investment, including mutual funds, involves risk. 
Changing market conditions can create fluctuations in the value of a mutual fund investment. In addition, there are fees and expenses associated with 
investing in mutual funds that do not usually occur when purchasing individual securities directly.  Investors should carefully consider the 
investment objectives, risks, charges and expenses of mutual funds. The prospectus contains this and other information about mutual 
funds. The prospectus is available from our office [or from the fund company] and should be read carefully. There can be no assurance that 
any investment will meet its performance objectives or that substantial losses will be avoided. Every investor's situation is unique and you should 
consider your investment goals, risk tolerance and time horizon before making any investment. Investors should also consider their personal 
investment horizon and income tax brackets, both current and anticipated, when making an investment decision, as these may further impact the 
results of the comparisons. Rebalancing a non-retirement account could be a taxable event that may increase your tax liability. Raymond James does 
not provide tax or legal services.  Please discuss these matters with the appropriate professional.  

 
To subscribe, unsubscribe or to request back issues mentioned in this newsletter simply send an email to al.boris@alexbrown.com 

 
Raymond James & Associates, Inc., Member New York Stock Exchange/SIPC. Raymond James is not affiliated with any companies mentioned. Opinions expressed in the attached article 
are those of the author and are not necessarily those of Raymond James. All opinions are as of this date and are subject to change without notice. Keep in mind that there is no assurance 
that any strategy will ultimately be successful or profitable nor protect against a loss. Investing involves risk and you may incur a profit or loss regardless of strategy selected. 
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