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Investing guided by evidence
Every investor would like certainty. We would like to know which markets will perform best 
next year, which funds will outperform, and when the next market downturn will occur. 
Financial advertisements and media headlines often imply that you can do so. Unfortunately, 
few possess the ability to make such predictions with any reliability. Investing, therefore, is 
ultimately an exercise in making decisions under uncertainty.
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The good news is that successful investing does not require certainty. It requires making a series of 
sensible decisions that stack the odds – sometimes only very marginally - in your favour.

No single decision guarantees success. However, when a collection of sensible decisions is 
combined into a disciplined investment process, investors give themselves a far greater chance of 
achieving good long-term outcomes.

This issue explores some of the key decisions that shape our investment process and examples of 
some of the evidence that underpins them. It is worth noting that this note only scratches the surface 
of the vast amount of evidence that has been considered in the approach.

Figure 1: Start with the evidence
Source: Albion Strategic Consulting



Choice 1: Own productive assets or remain in cash
Our choice: Own productive assets and participate in the rewards of capitalism
When you invest in shares, you become a part-owner of businesses that employ people, develop 
products, provide services and – hopefully - generate profits. Over time, successful businesses 
create wealth and pass some of that wealth to their owners through dividends and rising company 
share prices. 

History provides compelling evidence that ownership has been rewarded. Global equities have 
delivered substantially higher long-term returns than cash and bonds, albeit with greater short-term 
uncertainty.

Choice 2: Build robust portfolios or forecast markets
Our choice: Accept that markets are difficult to second-guess and build robust 
portfolios
Financial markets are highly competitive environments containing millions of participants, all 
attempting to interpret the same information. If opportunities for easy profits appear, they tend to be 
quickly identified and acted upon by investors.

Rather than trying to predict short-term market movements, we believe investors are generally better 
served by accepting uncertainty and constructing robust portfolios that can participate in the long-
term growth delivered by markets. This means spending more time focusing on decisions that are 
within our control, rather than trying to make predictions.

The evidence for this approach is difficult to ignore. The majority of active fund managers fail to 
outperform the market benchmarks they are attempting to beat over longer periods, particularly once 
costs are taken into account.
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Evidence
Over the period from 1979 to 2025, global equities generated annualised after-inflation returns of 
approximately 7.8% per year compared with around 2.4% from high-quality bonds1. After these 
figures have compounded over this time period, this difference is ten-fold.

Evidence
The choice and adherence to a long-term asset allocation is the core driver of portfolio risk 
and return. Active winners and losers largely cancel each other out, leaving exposure to asset 
classes as the dominant determinant of outcomes.2



Choice 3: Diversify or concentrate
Our choice: Diversify widely
Nobody knows with any certainty which company, country, sector or investment style will be the best 
performer in advance. Diversification is the most effective solution to combat this uncertainty.

Today’s global market contains tens of thousands of companies operating across a vast range of 
industries and regions. Owning a broad collection of these businesses provides exposure to the 
collective ingenuity and productivity of the global economy, rather than relying on a handful of 
individual success stories. Thankfully, there are plenty of low-cost and efficient ways for investors to 
do so, through collective investments such as funds.

Choice 4: Reduce costs or search for expensive talent
Our choice: Keep costs low, but not at the expense of quality
Costs are one of the few aspects of investing that can be controlled with certainty.

Every pound paid in fees, trading costs and taxes is a pound that is no longer working on behalf 
of the investor. Those seemingly small deductions can compound into substantial differences in 
outcomes over time.

A useful way to think about investing is that, before costs, investors collectively earn the market 
return. Once costs are deducted, investors as a whole must earn less than the market return. 
Therefore, lower-cost investors begin the race with an advantage over higher-cost investors.

Choice 5: Prefer rewarded risks or own the market portfolio
Our choice: Tilt towards rewarded risks
This is a nuanced, but key, point. While broad market exposure is a sensible starting point for any 
investor, not all companies are identical and the evidence strongly suggests that modest tilts towards 
areas of the market where investors have historically been rewarded for bearing additional risk can 
improve expected outcomes.

Decades of academic research suggest that certain groups of companies have historically delivered 
higher returns than the broader market over long periods. Examples include smaller companies and 
companies trading at lower valuations relative to their fundamentals (value companies).

Evidence
Just 4% of listed companies that have existed since 1926 have delivered all of the market 
returns. Most underperformed cash3. Therefore, investors need to be sure they are owning 
those companies that will prosper – the cleanest way to do this is to diversify broadly.

Evidence
An investment strategy’s cost is often the most reliable predictor of its outcome, with lower 
fees relating to better outcomes.4
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Choice 6: Be patient or react to markets
Our choice: Be patient and take a long-term view
Every generation of investors experiences periods that feel different, dangerous and unprecedented. 
Yet market declines, recessions, geopolitical events and economic crises have always been recurring 
features of investing, from Tulip Mania in 1637 through to the more recent pandemic-induced stock 
market fall in 2020.

The temptation during difficult periods is to act. Unfortunately, investors often make decisions at 
precisely the wrong moments, becoming enthusiastic after markets have risen and fearful after they 
have fallen. Evidence consistently shows that poor investor behaviour can be damaging to long-term 
returns.

Choice 7: Maintain discipline or let risk drift
Our choice: Rebalance systematically
If equities rise strongly, they naturally become a larger proportion of the portfolio, and vice versa. 
Without intervention, the level of risk being taken can gradually move away from what was originally 
intended. Rebalancing involves periodically restoring allocations to their target weights.

At times it can take a strong stomach to sell out of rising markets and to buy into falling markets, 
yet this provides a contrarian, buy-low, sell-high strategy, which maintains the portfolio at a risk level 
selected with the client in the first place.

These characteristics do not generate higher returns every year, nor are they expected to (if only 
investing were that easy!). However, because they are generally associated with greater economic 
risk, investors have historically been rewarded for owning them.

Evidence
Investors engaging in activities such as chasing performance and panic selling see returns, 
on average, 1.2% below those that held fast.6

Evidence
Left unrebalanced, in just 10 years between May-16 to Apr-26, a portfolio with 60% invested 
in stocks could have drifted to as much as 80% in stocks.7 This is now a materially different 
solution. 

Evidence
Since 1972, smaller and value companies have outperformed a broad market portfolio by 
1-2%5 per year. This is material.
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Choice 8: Own the right assets poorly or own them efficiently
Our choice: Use high-quality funds and implementation
Even the best investment philosophy can be undermined by poor implementation. Once decisions 
have been made regarding asset allocation, diversification and portfolio structure, those decisions 
must be executed effectively.

We therefore seek funds that are highly diversified, systematically managed and focused on capturing 
the returns available from the asset classes they represent. Our objective is not to find the next star 
manager or chase recent winners. Instead, it is to provide investors with an efficient and reliable way 
of accessing the returns that markets have to offer.

To do so requires a deep, regular and detailed approach to searching across hundreds of thousands 
of possible options. As an independent firm, we have the freedom to make the choice of the best in 
class funds based on this comprehensive process.

While no investor can control market outcomes, all investors can control the decisions they make. 
Guided by evidence, those decisions can be structured to give investors the best possible chance of 
long-term success.

Evidence
Over 20 years, just 2% of the starting universe of thousands of professional fund managers 
were able to beat a fair benchmark after costs and accounting for the risks taken.8 Attempting 
to choose funds or fund managers based on past performance alone is likely to result in 
disappointment.

Figure 2: Stack the odds in your favour
Source: Albion Strategic Consulting



Other notes and risk warnings
Use of Morningstar Direct© data

© Morningstar 2026. All rights reserved. The information contained herein: (1) is proprietary to Morningstar and/
or its content providers; (2) may not be copied, adapted or distributed; and (3) is not warranted to be accurate, 
complete or timely. Neither Morningstar nor its content providers are responsible for any damages or losses arising 
from any use of this information, except where such damages or losses cannot be limited or excluded by law in your 
jurisdiction. Past financial performance is no guarantee of future results.

Risk warnings
This article is distributed for educational purposes only and must not be considered to be investment advice or an 
offer of any security for sale. The reference to any products is made only to make educational points and must, in no 
circumstances, be deemed to be any form of product recommendation.

This article contains the opinions of the author but not necessarily the Firm and does not represent a 
recommendation of any particular security, strategy or investment product.  Information contained herein has been 
obtained from sources believed to be reliable but is not guaranteed.  

Past performance is not indicative of future results and no representation is made that the stated results will 
be replicated.

Errors and omissions excepted.

Barnett Ravenscroft Wealth Management is a trading name of Barnett Ravenscroft Financial Services Ltd which is 
authorised and regulated in the United Kingdom by the Financial Conduct Authority FRN: 225634 and registered in 
England and Wales under Company No. 04013532.

The registered office address of the Firm is 13 Portland Road, Edgbaston, Birmingham, B16 9HN
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