EVIDEN CE-BASED
IN VESTIN G
What it is & why
it’s important

www.timeline.co | 1

WE D O N ’ T HAV E A CRYSTA L
B A LL O R A B ACK TO T HE F UTUR E
ST Y LE S P O RTS A LMA NAC LISTING
T HE F U T U R E PER F OR MA NCE OF
AS S E TS & F UNDS .
But what we do have is a clear focus
on the things we can control to build an
investment strategy that stands the best
chance of delivering stable long-term
investment returns.
Decades of research, not gut feelings or
best guesses. Facts, not faith.
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Everything
we do is
evidence
based.
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WH AT I S
EV I D E N C E - B AS ED
I NV E ST I N G?
As the name suggests,
evidence- based investing
is the process of making
decisions based on decades
of research and historical data.

Rather than looking at short-term
market trends or the current climate,
it’s an approach rooted in the
long- term observation of markets.
Our strategies exploit this by
positioning to capture wellestablished performance premiums,
such as value and size.
To explain it simply, a value stock
is one that is priced below what it’s
worth – based on its assets and/
or the value of its future cash flows.
Long term data shows that over time,
investors are paid a premium for
owning undervalued stocks.
As the market recognises what these
companies are worth, their market
prices converge with their intrinsic
valuations.
As always, owning value stocks rather
than the whole market brings an
element of investment risk – factor
risk in this case – which is justified by
the expected premium.
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Evidence-based decisions don’t
waver based on daily movements in
the markets.
They remain constant and unchanged
as they’re based on predetermined,
verifiable observations of how the
markets have previously performed.
The empirical evidence is supported
by peer-reviewed academic research
that essentially presents a framework
for investing in particular stocks or
sectors. This recipe for managed
portfolio success is based on timetested data that not only shows it
works, but why this framework is
effective.
All the evidence suggests that
evidence-based investing is the way
forward. After all, as philosopher
David Hume once said:

A wise man proportions
his belief to the evidence.
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WH Y S H O ULD YOU CON S IDER
EV I D E N C E - B AS ED IN V ESTIN G?
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LOW E R
C O STS

IMP ROVE D
FO C US

A R EPEATABLE
FOR MU LA

BACK-TEST
THE DATA

Evidence-based investing
involves trading less and
holding a diverse range of
low-cost funds, which helps to
minimise the financial outlay
of trading costs. Plus, reducing
investment charges with an
evidence- based approach
leads to higher returns.

It’s easy to be seduced by
stocks that are trending but
reactionary or emotion-based
trading can lead to financial
mistakes. An evidence- based
approach removes the noise
and allows clients to remain
focused on the long-term
vision.

Evidence-based investing
isn’t a one-time approach.
The framework is repeatable,
meaning it can be used each
time a client is ready to invest.
Guidelines are based on
repeated studies so you know
the results weren’t simply
down to luck.

Within our evidence-based
approach we have a long-term
historic dataset that allows
us to backtest portfolios and
apply risk-return scenario
analysis, stress-testing
positions to create optimal
outcomes.

R EAC H YOU R
F I N A N C I A L G OA L S
WI T H EMPI R I CA L
EV I D EN C E
We design investment portfolios
guided by decades of empirical
evidence and research by Nobel
prize-winning economists. Our
goal is to capture capital market
return to bring you long-term
financial gain.
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OUR I N V E ST M EN T
P H I LO SOP HY
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R I SK A N D RETU RN
A R E R E L ATED

T HE CAPITAL
MARKE TS WORK

There is good risk and bad risk.
Higher exposure to the right
risk factors or premia leads to
higher expected returns but is
no guarantee of them. Risk is the
premium investors pay for the
expectation of a greater return.

The prices of securities
reflect the expectations of
all market participants. The
capital markets are far from
perfect, but they
do a good job of fairly
pricing all available
information and investor
expectations about publicly
traded securities.

www.timeline.co

3

4

CO NSISTE NT
O UT-P E R F O R M A N C E
IS RARE

AS S ET AL LO CAT I O N &
P O RT FO L I O ST R U C T U R E
D R I VE P O RT FO L I O
R ET U R N

The prices of securities reflect
the expectations of all market
participants. The capital markets
are far from perfect, but they
do a good job of fairly pricing
all available information and
investor expectations about
publicly traded securities.

The most important factor
determining the level of risk
and variability of return in a
portfolio is asset allocation.
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R ISK A ND R E TUR N
A R E R E L ATE D

I N VESTO R B EH AVI O U R I S A K EY
D ET ER M I N AN T O F LO N G-T ER M
O U TC O M E

There is good risk and bad risk.
Higher exposure to the right
risk factors or premia leads to
higher expected returns but is
no guarantee of them. Risk is the
premium investors pay for the
expectation of a greater return.

All too often, investors let their emotions get
the better of them with dire consequences for
investment returns. We expect that planners
working with Betafolio add significant value by
helping clients maintain a disciplined approach,
especially in extreme market conditions.
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R E B ALA N CIN G S H OU LD BE DRIVE N
BY MARKET M OV EM EN TS

DIVE R SI F ICATI O N IS E SSE NTIA L

Unnecessary portfolio rebalancing, often arbitrarily
timed around client review meetings, damages
investment returns. Rebalancing should be driven
by market movements to ensure portfolios remain in
line with risk parameters and return objectives.
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Diversification is the principle of spreading your investment risk
around. Our investment portfolios hold the shares and bonds of
many companies and governments in many countries around the
world.
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Email:

info@timeline.co

Phone:

020 3427 5467

Web:

www.timeline.co

Office:

50 Liverpool Street
London
EC2M 7PY

Timeline Planning is a product of Timelineapp Tech Limited. Registered in England. RC: 11405676. Timeline Portfolios (formerly Betafolio Ltd)
is part of Timeline Holdings Limited (Company number 13266210) incorporated under the laws of England and Wales, and operates under
the wholly owned regulated subsidiary Timeline Portfolios (Company number 11557205), which is authorised and regulated by the Financial
Conduct Authority (firm reference number 840807).
This document has been created for information purposes only and has been compiled from sources believed to be reliable. None of
Timeline, its directors, officers or employees accepts liability for any loss arising from the use hereof or reliance hereon or for any act or
omission by any such person, or makes any representations as to its accuracy and completeness. This document does not constitute an
offer or solicitation to invest, it is not advice or a personal recommendation nor does it take into account the particular investment objectives,
financial situation or needs of individual clients and it is recommended that you seek advice concerning suitability from your investment
adviser.
Investors are warned that past performance is not necessarily a guide to future performance, income is not guaranteed, share prices may go
up or down and you may not get back the original capital invested. The value of your investment may also rise or fall due to changes in tax
rates and rates of exchange if different to the currency in which you measure your wealth.
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