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Repeated record highs for stocks may have many investors
worried about a potential downturn in equity markets. That
doesn’t necessarily mean it’s time to sit on the sidelines. If
you’ve got money to invest, here’s how to think through when
(and how) to put it to work.

The S&P 500, a widely used proxy for the overall
stock market, reached yet another all-time high
at the beginning of 2020, putting the index up
more than 500% since the bottom of the “Great
Recession” more than a decade ago. If you’re
thinking of adding to your investment portfolio,
you might be concerned that a near-term
downturn in equities
could hurt you.
That’s
understandable.
But is sitting on
the sidelines the
best move? History
says no. If you have
money to invest, is it
better to dive right in
or ease your way in over time? The math suggests
putting your money to work now, though there’s
an emotional argument to be made for doing so in
regular installments.

Investing now, for the long term
No one—not NewSquare Capital, nor any of the
all-time most successful investors, no one—knows
for sure what the stock market will do in the future.
We do know that in the long run, markets tend to
move up. Today’s all-time high is not likely to be an
all-time high forever. Just look at the data. The S&P
500 has advanced in more than 70% of the years
since 1926. Sitting on the sidelines has been right
less than 30% of the time, and in the long term, it
tends to cost you money.

Which approach to choose: Dollar-cost
averaging or lump sum investment?
As for the question of how to enter the market, the
debate is often over which approach to take: all-in
at once, or buy-in gradually over a set period of
time. There are pros and cons for each.
Dollar-cost averaging (DCA), or gradually investing
a fixed amount on a regular schedule regardless of
share price, can be a sound approach. By buying
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at different valuations, you may avoid investing it all as the market seems to be at a nearterm peak. You scoop up more shares during market drops, and conversely, gain fewer shares
when the market increases.
DCA makes sense if you’re worried about a market correction or potential feelings of regret
should the market take a short-term dip immediately after you invest. Investing can be scary,
and this approach can feel less risky than investing it all at one time.
That said, the data argue for investing now, not later or over time. Let’s take a look at an
influential study. Vanguard’s rigorous study analyzed two investing approaches, DCA and
lump sum investing (LSI), over a 10-year investment horizon for an investment of $1,000,000.

Analysis of two investment approaches: DCA and LSI
How the analysis was structured:
DCA: The total investment is initially in cash, and regular increments
are invested in a 60% equity/40% bond portfolio over a 12-month
period. After that, the funds remain invested through Year 10.
LSI: The full amount is immediately invested in a 60% equity/40% bond
portfolio and held for 10 years.
Once the 12-month DCA period is complete, the two portfolios have
identical asset allocations: 60% equity/40% bonds.
Here, the two approaches are depicted graphically:
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The comparison of the two approaches was repeated for each 10-year
period: The first covered 1925-1934, the second 1926-1935, and so on
through 2015. This way, every market condition was included in the
study.
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The winning strategy, according to the study
LSI led to higher portfolio values at the end of 10 years approximately two-thirds of the
time. In the previous example, the outperformance was 2.4%.
If the DCA length was extended to three years, the probability of LSI outperforming
increased, to about 92% for a 3-year DCA period.
In other words, what the study found was that LSI consistently outperforms the DCA
approach.
As the exhibit below shows, Vanguard’s study was also conducted in two other markets,
the United Kingdom and Australia, with similar results. When the study looked at
different asset allocations, including a 50% equity/50% bond portfolio and a 100%
equity portfolio, again, the results were remarkably similar.

United States
(1926 - 2015)

United Kingdom
(1976 - 2015)

Australia
(1984 - 2015)

Immediate investment outperformed with greater frequency
Immediate

Systematic

Immediate

Systematic

Immediate

Systematic

68%

32%

70%

30%

68%

32%

Average magnitude of outperformance
2.39%

2.03%

1.45%

The following asset allocations were studied. The result: Asset allocation
did not matter.
100% Equity
67%

33%

70%

30%

65%

35%

70%

30%

69%

31%

63%

37%

62%

38%

50% Equity / 50% Fixed Income
68%

32%

100% Fixed Income
65%

35%

Source: Vanguard study, “Invest now or temporarily hold your cash?”, 2016.
See the last page for important benchmark information.

If you do go the DCA route, the key is to set up a schedule on how much to invest when
and then stick to it, lest you fall back into making in-the-moment, emotional decisions.
In this study, the shorter DCA period—12 months—delivered the best results of the DCA
options studied.
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“Far more money has been lost by
investors preparing for corrections, or
trying to anticipate corrections, than
has been lost in corrections themselves.”
—PETER LYNCH, Portfolio Manager whose
Benjamin Graham (1894-1976), considered the father of value
investing, was a proponent of dollar-cost averaging, with a caveat:

investment results while managing the Fidelity
Magellan Fund between 1977-1990 earned him
recognition as one of the most successful fund
managers of all time.

“Such a policy will pay off ultimately…,” he said, “provided that
it is adhered to conscientiously and courageously under all
intervening conditions.”

Time in the market works better than timing the
market
So, is now a good time to invest? The short answer is, “Probably,”
and investing yesterday would probably have been even better.
Maybe the better question is: Are you good enough to time
the market; to invest only when stock prices are low? And also
anticipate exactly when the market turns around? The answer,
almost assuredly, is no.
In investing, there are some knowns. One is that markets will
fluctuate. What we can’t know, is when and by how much.
We also know that over time, markets tend to move up, rewarding
long-term investors. It’s been proven time and again: Wealth is
built over the long term. Therefore, often the sooner you invest
and put money to work for you, the better.

your emotions or tolerance for downsize risk, you may prefer the
more gradual approach that DCA offers.
Whichever approach is best for you, carefully select an investment
plan designed to meet your long-term goals, making sure you
understand how it is designed to help you in different market
environments. Then—and oftentimes, this is the hardest part—
stick to it.

To learn more, click here to
visit our website:
link www.newsquarecapital.com

As to when to invest, the math says now. However, depending on
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NewSquare Capital is an SEC registered investment advisor. Registration of an investment advisor does not imply any specific level of skill or training.
Information pertaining to the registration status of NewSquare Capital can be found at www.adviserinfo.sec.gov.
Please remember, past performance may not be indicative of future results. Investing in any investment vehicle carries risk, including the possible loss
of principal, and there can be no assurance that any investment strategy will provide positive performance over a period of time. The asset classes
and/or investment strategies described in this publication may not be suitable for all investors. Please note that a DCA does not guarantee a profit or
protect against a loss in a declining market.
The opinions expressed herein are those of NewSquare Capital as of the date of writing and are subject to change. The material is based on
NewSquare Capital proprietary research and analysis of markets and investing.
Due to various factors, including changing market conditions and/or applicable laws, the content may no longer be reflective of current opinions or
positions. Moreover, you should not assume that any discussion or information contained in this newsletter serves as the receipt of, or as a substitute
for, personalized investment advice from NewSquare. To the extent that a reader has any questions regarding the applicability of any specific issue
discussed above to his/her individual situation, he/she is encouraged to consult with the professional advisor of his/her choosing. NewSquare is
neither a law firm nor a certified public accounting firm and no portion of the newsletter content should be construed as legal or accounting advice. A
copy of the NewSquare’s current written disclosure Brochure discussing our advisory services and fees is available upon request.
If you are a NewSquare Capital client, please remember to contact NewSquare Capital, in writing, if there are any changes in your personal/financial
situation or investment objectives for the purpose of reviewing/evaluating/revising our previous recommendations and/or services. Any offer to
invest in the firm’s investment strategies can be made by a written agreement only.
The information in this document is intended for U.S. residents only. Before investing, an investor should carefully consider the portfolio objectives,
risks, charges, and expenses. For more information on NewSquare Capital and its investment strategies, visit www.newsquarecapital.com.
Source: Vanguard study, “Invest now or temporarily hold your cash?”, 2016.Summary of benchmarks: The study periods for each market were
determined by the availability of reliable and consistent monthly data. In each country, we selected the indexes deemed to best represent the
relevant market given available choices. United States. Equities: Standard & Poor’s 90 (January 1926–February 1957), S&P 500 Index (March 1957–
December 1974), Wilshire 5000 Index (January 1975–April 2005), MSCI US Broad Market Index (May 2005–December 2015). Bonds: S&P High Grade
Corporate Index (January 1926–December 1968), Citigroup High Grade Index (January 1969–December 1972), Lehman Brothers U.S. Long Credit Aa
Index (January 1973–December 1975), Bloomberg Barclays U.S. Aggregate Bond Index (January 1976–December 2015).
Cash: Ibbotson U.S. 30-Day Treasury Bill Index (January 1926–December 1977), Citigroup 3-Month U.S. Treasury Bill Index (January 1978–December
2015). United Kingdom. Equities: MSCI United Kingdom Index (February 1976–December 1985), FTSE All-Share Index (January 1986–December 2015).
Bonds: FTSE British Government Fixed All Stocks Index (February 1976–December 1998), Bloomberg Barclays Sterling Aggregate Index (January 1999–
December 2015). Cash: Inferred from UK Interbank 1 Month–LIBOR (February 1976–January 1998), Citigroup World Money Market United Kingdom
Sterling 3 Month Euro Deposit Index (February 1998–December 2015). Australia. Equities: S&P/ASX 300 Accumulation Index (January 1984–December
2015). Bonds: UBS Australia Composite Bond Index (January 1984–October 1989), Bloomberg AusBond Composite 0+ Yr Index (November 1989–
December 2015). Cash: Australian Dealer Bill 90 Day (January 1984–August 1998), Bloomberg AusBond Bank Bill Index
(September 1998–December 2015).
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