Simple Numbers for Hard Decisions
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Sometimes you can boil down what seems to be hard decisions
into simple numbers that make the decision a whole lot easier.
Deciding to invest in stocks long term can be one of those times.
Consider these important figures:
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What’s the solution?

Well, over that same 95-year time span, the return on high quality stocks have been about 10%, while the return on
similarly high-quality bonds has been roughly 6%. That means that over time, high quality stocks have increased
purchasing power, in real terms, at a rate of 7% annually and high-quality bonds have increased it by 3%.

These figures should be striking! Conventional wisdom has often said that the older you get the more conservative
you should be with your money. And to some small extent that may be true. But, for the average retiree, facing 20 or more
years of retirement, the numbers tell a very different story. They tell us that the only “safe” way to invest is to be committed
to the long-term value that equities hold for investors. Count on it!
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