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Where has all the time gone?
By Jeff Hyrich, portfolio manager

Since this is my first commentary at EdgePoint I was 
having some writer’s block trying to decide on a relevant 
topic that would also interest you. I’ve always thought 
that success in investing requires many attributes: ability 
to value what a business is worth, discipline to keep your 
emotions in-check while sticking with your strategy, and 
having a longer-term time horizon. Previous EdgePoint 
commentaries have covered valuation and staying within a 
narrow emotional band, so I’m going to elaborate more on 
how increasingly shorter time horizons are detrimental to 
an investor’s investment returns and the important goal of 
reaching their Point B.

Ben Graham was an influential investor whose writings 
laid the foundation for fundamental in-depth research 
on stocks. He wrote that in the short run the market is a 
voting machine, but in the long run it’s a weighing machine. 
He meant that anything could happen to stock prices in 
the short term. Even when a business is growing revenues 
and earnings, its stock price can still decline for reasons 
completely independent. Over the long term, if good things 
are happening in the business, then eventually these positive 
factors will also be reflected in the stock price. However, this 
approach requires patience. The shorter your time horizon, 
the greater the likelihood that chance may come into play 
regarding your returns.

While society continues to make advancements in many areas, 
one area that’s going backwards is people’s attention span.  
In financial markets, the average holding period for U.S. 
stocks by retail investors has declined from eight years in the 
1960s to less than five months as at August 2020.i Although 
we know that having a long time horizon is extremely 
important for long-term success, the average holding period 
for investors has shrunk by 95%! Most self-made fortunes 
are largely the result of owning and growing a business over 
years, possibly even decades, but surely not mere months. 
Stocks represent ownership interest in a business, not just 
pieces of paper to speculate on in the marketplace.

Holding period of U.S. stocks
1930 to 2020

Sources: Saikat Chatterjee & Thyagaraju Adinarayan, “Buy, sell, repeat! 
No room for ‘hold’ in whipsawing markets”, Reuters.com, Aug. 3, 2020. 
https://www.reuters.com/article/us-health-coronavirus-short-termism-
anal-idUSKBN24Z0XZ, NYSE, Refinitiv. Holding periods measured by 
the value of stocks divided by turnover.

Imagine trying to replicate in the real world what transpires in the 
stock market. Let’s say you buy a car wash business in September 
and sell it in February to buy a restaurant. Then you switch to the 
hotel business in July but change your mind and end up buying a 
bookstore in December. There are many disadvantages of doing 
this, from extra costs to greater chance of making a mistake, 
given that the seller usually knows more about their business 
than you do. Another problem is you would not own any of these 
businesses long enough to grow them. Remember that fortunes 
are typically made over many years and not months. Imagine 
doing the above repeatedly over the average person’s investing 
lifetime of 40 to 50 years. Yes, it sounds silly, but this happens in 
the stock market every day.

Are professional investors any better? 

Even though they’re highly skilled with advanced education 
and often CFA designations, most professional investors still 
underperform the index. Why? They’re also impacted by short 
investment time horizons. On average, the clients who invest 
with these managers only stick around for a couple of years, 
so fund managers are under immense pressure to produce 
immediate returns. If they don’t, then clients may leave, and if 
that happens too often, the manager may lose their job. 



This impatience also works against unitholders as they have a tendency to let emotions sway their investment decisions. Many 
will buy after recent periods of strong returns and sell when returns are weak – by buying high and selling low, they’re doing 
the opposite of what they should. Research done by Dalbar Inc. shows that for the 20 years ending December 31, 2020, the 
market returned on average 7.47% while the average equity fund investor earned a return of only 5.96%;ii approximately 20% 
lower on an annual basis. Compounding $100,000 over an average investor’s timespan of 40 years, the average unitholder 
would have grown their wealth to $1.01 million compared to $1.78 million for the underlying fund, or 43% less.

This short-termism creates two results among professional fund managers: closet indexing and excess portfolio turnover 
– which both work against the best interests of investors. Closet indexing occurs when professional investors clone their 
portfolios to basically match the index, all in the name of not underperforming. The problem is you can’t outperform when you 
own essentially the same stocks as the index, and you’re almost guaranteed to underperform when you factor in the higher 
fees and expenses that active managers charge. As John Templeton said, “if you want to have better performance than the 
crowd, you must do things differently from the crowd.” 

The following figure shows the difference in holdings between the EdgePoint Global Portfolio and the MSCI World Index.

EdgePoint Global Portfolio vs. MSCI World Index
Top-25 company weights

As at September 30, 2021

Source: FactSet Research Systems Inc. As at September 30, 2021. The MSCI World Index is a market-capitalization-weighted index comprising 
equity securities available in developed markets globally. We manage our Portfolios independently of the indexes we use as long-term performance 
comparisons. Differences including security holdings and geographic allocations may impact comparability and could result in periods when our 
performance differs materially from the index.
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1980 1990 2000 2010 Sep. 30, 2021 (US$B)

IBM NTT Microsoft Exxon Mobil Apple ($2,339) 

AT&T Bank of Tokyo-Mitsubishi General Electric PetroChina

Saudi Aramco ($1,920)Exxon Industrial Bank of Japan NTT DoCoMo Apple Inc.

Microsoft ($2,119)

Standard Oil Sumitomo Mitsui Banking Cisco Systems BHP Billiton Alphabet ($1,780)

Schlumberger Toyota Motors Wal-Mart Microsoft Amazon ($1,664)

Shell Fuji Bank Intel ICBC Facebook ($957)

Mobil Dai-Ichi Kangyo Bank: NTT Petrobras Tesla ($768)

Atlantic Richfield IBM Exxon Mobil China Construction Bank Berkshire ($618)

Tencent ($569)General Electric UFJ Bank Lucent Technologies Royal Dutch Shell

Eastman Kodak

Prominent belief
Peak oil

Prominent belief
Japan takeover

Prominent belief
Tech/telecom boom

Prominent belief
Oil and China

Prominent belief
Tech/telecom 2.0

Exxon Deutsche Telecom Nestlé Taiwan Semiconductor ($540)
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Comp. Fin. Richemont SA
Mitsubishi Electric Corp.

Fujitsu Ltd.
Fidelity Nat. Info. Services, Inc.
Fairfax Financial Holdings Ltd.

PrairieSky Royalty Ltd.
Motorola Solutions Inc.

Univar Solutions Inc.
Flowserve Corp.

Kubota Corp.
Subaru Corp.

TE Connectivity Ltd.
The Middleby Corp.

Intl. Flavors & Fragrances, Inc.
Willis Towers Watson PLC

Koninklijke Philips NV
Brookfield Ast. Mgmt Inc., Cl A

Shiseido Co., Ltd.
SAP SE

Anthem, Inc.
Restaurant Brands Int. Inc.

CSX Corp.
Mattel, Inc.

Affiliated Managers Group, Inc.
Berry Global Group Inc.

EdgePoint Global Portfolio

MSCI World Index

1.5%

0.4%
0.4%
0.5%
0.5%
0.5%
0.5%
0.5%
0.5%
0.5%
0.6%
0.6%
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0.6%
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0.6%
0.7%

0.7%
0.9%
0.9%

1.1%
1.4%

2.6%
2.7%

3.5%
4.1%

Comcast Corp., Cl. A
Roche Holding Ltd
salesforce.com, inc.
Netflix, Inc.
Adobe Inc.
PayPal Holdings, Inc.
Walt Disney Co.
Mastercard Inc., Cl. A
ASML Holding NV
Bank of America Corp.
Procter & Gamble Co.
Nestle S.A.
Home Depot, Inc.
Berkshire Hathaway Inc., Cl. B
UnitedHealth Group Inc.
Visa Inc. Class A
Johnson & Johnson
JPMorgan Chase & Co.
NVIDIA Corp.
Tesla Inc.
Facebook, Inc., Cl. A
Amazon.com, Inc.
Alphabet Inc., Cl. A
Microsoft Corp.
Apple Inc.

EdgePoint Global Portfolio MSCI World Index
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When portfolio managers are under pressure to always perform well, they tend to constantly trade, which incurs high expenses. 
A study shows the average mutual fund had an annual turnover ratio of about 89%,iii meaning the typical fund buys and sells 
nearly its entire asset base every year. The more decisions you make, the greater the chance that you make a mistake. How much 
deep fundamental research is being done on these ideas? It’s not uncommon for EdgePoint investment professionals to spend 
over a month researching a single idea. Given that we are investing people’s life savings, extreme care and diligence is required. 

There is also an undue focus on the very short term (e.g., the next couple of quarters). When researching new ideas, we’ll 
sometimes hear, “it’s a good business but there are no near-term catalysts, it’s dead money for the next six months, and look 
at it later.” By the time consensus starts to reflect positive news, it’s usually too late and the stock price has moved higher. 
With so many people focused on the short term, to outperform you need to do something differently and, for us, that can be 
the willingness to look further out. 

We’re willing to look wrong in the short term to be right in the long term.

Mark Twain once said, “history never repeats itself, but it does often rhyme.” Investors as a group tend to ignore the lessons of 
history. They buy what’s recently been “working” in the stock market, regardless of valuation. Indeed, there’s always comfort 
in being part of the herd and not taking the risk of standing out from the crowd. Like the old quote said, “nobody gets fired for 
buying IBM.” The implication is that IBM was the “safe option.” If you invest in widely held names that underperform, there’s 
safety in numbers of many others also owning them. There’s a reluctance to invest in non-consensus names because of the 
fear of being alone and being wrong.

The following table shows that the biggest and most widely held names rarely repeat from one decade to the next – winners 
one decade tend to underperform the next. The crowd has done a 180-degree turn in the last decade by switching from 
commodities to technology – they did the opposite in the previous decade (sold technology and bought oil). This short-term 
pressure to always invest like everyone else, regardless of valuation bubbles, has usually been dangerous to your wealth.  
It’s like picking up nickels in front of a steam roller – eventually you’re not fast enough and you get squashed.

Top-10 companies in the world by market cap
1980 to Sep. 30, 2021

Source, decades: J. Mauldin, “Bonfire of the Absurdities”, Mauldin Economics, November 17, 2017, http://www.mauldineconomics.com/frontlinethoughts/
bonfire-of-the-absurdities/. Source, September 30, 2021: FactSet Research Systems Inc. Market cap in US$.
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The perils of a short-term focus 

Frequent turnover and short-term focus lead to over-diversification and not having conviction in your holdings. When prices 
go down, people tend to panic – what should they do next? Would you be surprised that roughly half of all managers don’t 
even invest in their own funds?iv I wonder if their clients know?

Executives working in the investment management industry should have the best appreciation that investment success 
requires a long-term time horizon, but unfortunately, they’re usually no better. A survey from a few years ago showed that 
89%v of asset management executives would NOT tolerate two years of underperformance and would make a change in 
manager (probably at the wrong time, too). Is this myopic stance a by-product of more investment firms now being run by sales 
and marketing people instead of actual investors?

The following table shows the track records of various outstanding investors, such as Warren Buffett and John Templeton.  
Even though they outperformed over the long term, on average they underperformed the index in any given year about 
one-third of the time. Their lifetime success clearly demonstrates that they ignored the short-term noise and focused on the 
long-term fundamentals.

Top investment managers
Years active, % of years underperforming the S&P 500 Index and annualized outperformance vs. the S&P 500 Index

Time period
(years)

John Templeton
Templeton Growth Fund (after fees)

1963 to 1993
(31)

Bill Ruane
Sequoia Fund (after fees)

1970 to 1983
(13)

Tweedy Browne
Tweedy Browne’s private accounts (firm-wide)

1968 to 1983
(15)

Charlie Munger
Wheeler, Munger & Co. (firm-wide)

1962 to 1975
(14)

Walter Schloss
Walter & Edwin Schloss Associates, LP (firm-wide)

1956 to 1983
(28)

Warren Buffett
Berkshire Hathaway Inc. (Class A)

1965 to 2017
(52)

Source: Tweedy Browne Co., “10 Ways To Beat An Index”, 1998; Warren Buffett, “The super investors of Graham-and-Doddsville”, Hermes, Fall 1984; 
and V. Eugene Shahan, “Are short-term underperformance and value investing mutually exclusive?”, Hermes, Spring 1986. Total returns in US$. 
Buffet’s investment return is based on the change in per-share market value of Berkshire Hathaway Inc.’s Class A shares. The S&P 500 Index is a 
broad-based, market-capitalization-weighted index of 500 of the largest and most widely held U.S. stocks.

The sell side employs armies of research analysts to study companies and recommend investment ideas to their buy-side 
clients. Many of these people have decades of experience covering their sectors and have gained considerable knowledge. 
Given the shortened time horizons of buy-side clients, more attention is now devoted to shorter-term trivial issues that don’t 
matter in the long run, with less time spent conducting comprehensive, fundamental research. Conference calls have devolved 
into what’s happening next quarter instead of digging into long-term strategic issues of where the business is going. Many 
times, these “issues du jour” being asked about today will be forgotten next year, but still create churn in client portfolios.
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A recent EdgePoint research project involved interviewing the top 11 customers of a company’s products, with the goal 
of developing an in-depth proprietary insight. Our longer-term focus allows us to look in all the “nooks and crannies” of a 
company and know it much better than our peers, which gives us an advantage. While competitors are usually focused on the 
next couple of quarters, we’re focused on the next three to five years.

Closing the circle, companies are also affected by this sea of short-termism that surrounds them. High turnover among 
shareholders requires management teams to take time away from their primary responsibility of running their business. Instead, 
they always seem to be educating a revolving base of new shareholders. Some CEOs spend more than a quarter of their time 
on this unproductive activity.vi Instead of investing to maximize long-term value creation, some management teams fear that 
doing so will penalize short-term profits and displease investors – the same group that’s here today and gone tomorrow.  
In good times, shareholders push for share repurchases when stock prices are also high, as that helps their own short-term 
performance. When times are bad, managements are pushed to cut costs, de-lever and forego strategic investments, all in  
an effort to shore up short-term earnings and stock prices. CEOs have publicly declared that an advantage of going private  
(i.e., no longer being publicly traded on the stock market) is not having to deal with short-minded shareholders. More egregious 
cases involve companies using aggressive accounting or even outright fraud in order to make next quarter’s “street numbers.”

Given the constantly changing shareholder base of the largest public companies, it’s perhaps not surprising that we often witness 
large swings between their 52-week high and low stock prices. The table below shows the percent spread between calendar-
year high and low stock prices for the 10 largest companies in the MSCI World Index, averaged over last five- and 10-year 
periods ending in 2019. We’ve excluded 2020 data owing to the pandemic’s impact on markets, or these numbers would be even 
greater. For example, Apple has averaged a 60% difference between its annual high and low share price over the last five years. 
These are some of the biggest market capitalization companies in the world, have stable earnings power and are widely held 
by investors, yet we see large differences between calendar-year high and low stock prices that persist over long time periods.

Top-10 MSCI World Index
5- and 10-year average difference between annual high and low

2010 to 2019

5-year average
(2015 to 2019)

10-year average
(2010 to 2019)

Apple Inc. 60% 60%

Microsoft Corp. 44% 40%

Alphabet Inc. Class A 38% 40%

Amazon.com, Inc. 80% 69%

Facebook, Inc. Class A 61% 85%*

Tesla Inc. 88% 134%

NVIDIA Corp. 164% 119%

JPMorgan Chase & Co. 43% 43%

Johnson & Johnson 28% 26%

Visa Inc. Class A 39% 44%

Average: 64% 66%
Median: 52% 52%

* Due to Facebook, Inc., Class A’s initial public offering date being May 17, 2012, this number is an 8-year average.  
Source: FactSet Research Systems Inc. Top-10 largest MSCI World Index companies as at September 30, 2021.
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Many of the above are technology companies, but looking at the wider universe of the S&P 500 Index, the median spread of 
any given stock between annual high and low stock prices has averaged 35% over the last five years.vii Sometimes these price 
moves have nothing to do with the underlying business. Underlying changes in intrinsic value are more gradual than what’s 
seen in the stock market and can benefit patient long-term investors like EdgePoint.

How is EdgePoint different? 

1. We’re a firm founded and run by investors
2. Investment success requires a long-term focus, and our holding period is measured in years rather than months
3. We try to look further out and develop a proprietary view around our holdings that gives us conviction in our holdings
4. Investment professionals at EdgePoint must own multiples of their salary in our Funds.viii Collectively, internal 

employees have more than $352 million of our own savings invested alongside you in our Fundsix

5. Our partnership with like-minded advisors has resulted in our clients having long holding periods, and our average unitholder 
return has been very close to the returns of the Funds themselves as a result. On average, unit holders in EdgePoint Global 
Portfolio, Series F experienced a 10-year return of 15.6% and slightly outperformed the Portfolio which returned 15.0%x

EdgePoint Global Portfolio, Series F vs. MSCI World Index
Growth of $20,000

Nov. 17, 2008 to Sep. 30, 2021

Source: Morningstar Direct, Bloomberg LP. As at September 30, 2021. Cumulative total returns in C$. Series F is available to investors in a fee-
based/advisory fee arrangement and doesn’t require EdgePoint to incur distribution costs in the form of trailing commissions to dealers. The MSCI 
World Index is a market-capitalization-weighted index comprising equity securities available in developed markets globally. We manage our Portfolios 
independently of the indexes we use as long-term performance comparisons. Differences including security holdings and geographic allocations may 
impact comparability and could result in periods when our performance differs materially from the index.

Performance as at September 30, 2021
Annualized, total returns

YTD 1-year 3-year 5-year 10-year Since  
inception*

EdgePoint Global Portfolio, Series F 11.57% 25.90% 4.10% 9.62% 15.00% 14.91%

MSCI World Index 12.40% 22.18% 12.38% 12.91% 14.90% 12.68%

* November 17, 2008.

The graph shows how our focus on the long term, combined with our in-depth research, has delivered pleasing returns to 
unitholders and has helped them move closer to their Point B. You’ve given us an immense responsibility by entrusting your 
savings with us, and we are grateful for that. Thank you.
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UnitedHealth Group Inc.
Visa Inc. Class A
Johnson & Johnson
JPMorgan Chase & Co.
NVIDIA Corp.
Tesla Inc.
Facebook, Inc., Cl. A
Amazon.com, Inc.
Alphabet Inc., Cl. A
Microsoft Corp.
Apple Inc.
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i Source: Chatterjee, Saikat & Adinarayan, Thyagaraju, “Buy, sell, repeat! No room for ‘hold’ in whipsawing markets”,  
Reuters.com, Aug. 3, 2020. https://www.reuters.com/article/us-health-coronavirus-short-termism-anal-idUSKBN24Z0XZ

ii Source: Dalbar, Inc. 2020 Quantitative Analysis of Investor Behaviour.

iii Source: The Motley Fool, “Tracking Fund Turnover”, Fool.com, November 10, 2016.  
https://www.fool.com/investing/mutual-funds/tracking-fund-turnover.aspx.

iv Source: Kinnel, Russel. “Do Managers Eat Their Own Cooking?” Morningstar Research Inc., 2008.

v Source: Chris Tidmore & Andrew Hon, “Patience with Active Performance Cyclicality: It’s Harder Than You Think”,  
The Journal of Investing 30, no. 4 (2021). Stat from State Street 2016 study.

vi Source: Kwoh, Leslie, “Investors Demand CEO Time”, WSJ.com, November 29, 2012. 
https://www.wsj.com/articles/SB10001424127887324784404578145242728424164. 

vii Source: Akre Capital, Bloomberg.

viii This amount varies by Investment team member and that other criteria besides salary applies. Additionally, there are additional criteria regarding 
Investment team members and their co-investment levels.

ix As at December 31, 2020. 

x Source: CIBC Mellon. As at September 30, 2021. Total returns calculated in C$. Average since inception return of EdgePoint investor accounts with 
a minimum 10-year holding period. EdgePoint Portfolio returns are time-weighted to best reflect the manager’s performance based on compound 
growth rate, which isn’t impacted by portfolio cash flows. Money-weighted average investor return takes into account the investor’s decision(s) 
regarding the timing and magnitude of cash flows and represents their personal rate of return. Average EdgePoint investor since inception return 
excludes investor account transfers and switches. Series F is available to investors in a fee-based/advisory fee arrangement and doesn’t require 
EdgePoint to incur distribution costs in the form of trailing commissions to dealers.

Commissions, trailing commissions, management fees and expenses may all be associated with mutual fund investments. Please read the prospectus 
and Fund Facts before investing. Copies are available from your financial advisor or at www.edgepointwealth.com. Unless otherwise indicated, rates 
of return for periods greater than one year are historical annual compound total returns net of fees including changes in unit value and reinvestment of 
all distributions, and do not take into account any sales, redemption, distribution or optional charges, or income taxes payable by any securityholder, 
which would have reduced returns. Mutual funds are not guaranteed, their values change frequently and past performance may not be repeated. This 
is not an offer to purchase. Mutual funds can only be purchased through a registered dealer and are available only in those jurisdictions where they 
may be lawfully offered for sale. This document is not intended to provide legal, accounting, tax or specific investment advice. Information contained in 
this document was obtained from sources believed to be reliable; however, EdgePoint does not assume any responsibility for losses, whether direct, 
special or consequential, that arise out of the use of this information. Portfolio holdings are subject to change. EdgePoint mutual funds are managed 
by EdgePoint Investment Group Inc., a related party of EdgePoint Wealth Management Inc. EdgePoint® is a registered trademark of EdgePoint 
Investment Group Inc. 

Published October 13, 2021.
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