Not giving up the Day Job;

Our Certified Financial Planner and resident technology guru Mark Stephens looks into the
future and also asks how many of us are getting the basics right.

Al is here. Change and uncertainty is ahead, so we believe that it’s now more important than
ever not to lose sight of the investment basics.

In a recent episode of Stephen Bartlett’s ‘Diary of a CEQO’ he interviewed Mo Gawdat, the
Egyptian entrepreneur and writer, who was CEO of Google’s Al division for a number of years,
and who resigned from that post recently due to concerns about the way the major players
were dealing with the introduction of Al into society. He felt that they had ‘messed up’
(actually he used more colourful language!), and that usual commercial imperatives should be
put aside due to the huge potential of Al to help us, but that unfortunately the signs are that
the usual commercial interests were going to dictate how Al plays out and that this had the
potential to create more harm than good.

He mentioned in his introductory remarks, that Al is going to have a transformative impact on
our society and the way we live and said that it is bigger than climate change and way bigger
than COVID. He believes that this is an ‘Oppenheimer moment’, referencing a famous quote
of J. Robert Oppenheimer, one of the fathers of the US nuclear program, when recounting his
feelings after witnessing the first explosion of an atomic bomb.



“Now | am become Death, the destroyer of worlds” — From the ancient Hindu text the
‘Bhagavad Gita’

The interview was disturbing in many respects, the most shocking comment he made in my
view was that if you were thinking about having children, then he would advise you to ‘wait a
couple of years’. The reason for this he said that is that in his opinion, there are likely to be
dramatic shifts in society by 2025 or 2026 and that there could be civil unrest and an
unparalleled level of uncertainty in society, as a result of the loss of millions of jobs worldwide.

He suggested that governments must intervene early and prepare for this, and one solution
he suggested was that Al companies should be taxed at 98% and the money used to help those
displaced from their jobs. Of course, this will never happen even if governments were to
legislate for it (extremely unlikely unless they were forced to), as there is no real definition of
Al that could be tied down to make it enforceable.

The central premise of his interview was that Al represents an ‘event horizon’, or a ‘singularity’
which are terms usually used in connection with black holes. What he meant by that is that
the speed with which Al is progressing means that within a short space of time, it will surpass
human intelligence to a staggering degree, and that just like we don’t know what happens
beyond the event horizon of a black hole, we don’t know what is going to happen when Al
develops to the degree it inevitably will (in his words ‘the genie’s out of the bottle’).

He interestingly put GPT4’s current IQ on a parallel with Einstein’s! And that as Al is by
definition a ‘self learning’ machine, so effective that it can progress by orders of magnitude
within short spaces of time, within a relatively short period, it’s intelligence will surpass
human intelligence to such a level, and that eventually that will be by billions of times).

Although definitely worrying, when asked whether he thought the outcome would be
catastrophic for humankind or positive, he came down very much on the side of the positive,
saying that it was not Al that he was worried about, but humankind’s exploitation of it.

He went on to say that the vast majority of players responsible were basically good people
who want the best for humanity, and that this meant that they could be what he called ‘good
parents’ of Al, and that it would learn from them the morals and ideals of humankind and so
ultimately ‘have our best interests at heart’.

At GFWM we are always trying to make sure that we are ‘ahead of the curve’ and so thought
that it would be good at this time, ‘the calm before the storm’, to remind our clients and
prospective clients of the investment basics which we implement for our client’s day to day,
year to year and decade to decade.

1. Fight the Worry




The investing world is full of people looking for shortcuts to quick riches, there’s no shortage
of so-called professionals willing to sell you a cure that doesn’t exist.

Rather than short term tactics that may or may not lead you to success, we believe that a
proper understanding of few key fundamental principles will stand you on good stead in

your journey towards financial independence.

Guiding families on this journey is our reason for being.

Wall of Worry

ATimeline of Negative World Events

The chart below shows the growth in world equity markets despite a never-ending stream of negative world events.

Despite ongoing uncertainty, $1 invested in January 1993 grew to $5.43 by the end of December 2022. This is an average annual return of
5.80%.

“History is the record of man’s steps and slips. It shows us that the steps have been slow and slight; the slips,
quick and abounding.” - B.H. Liddell Hart il
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Source: MSCI, Humans Under Management.
Returns are based on the MSC| World price index from 1993 and do net include dividends. For illustrative purposes only.

2. Know the Enemy

The only sane definition of money is purchasing power, the ability to buy the same amount
of goods in the future as you can today.

The number one enemy on your financial journey is the financial dragon called inflation —
the silent but steady increase of prices over time.

Is your money invested in assets that will defeat this enemy?

The Real Enemy
Equities: Inflation Risk

The chart below shows the performance of the FTSE All Share Index compared to UK inflation from the beginning of
1995 to the end of 2020.

The average inflation rate during this period was 1.94%. An item costing £1 at the beginning of this period cost
approximately £1.65 by the end of 2020.

In contrast, £1 invested at the start of 1995 grew to £2.41 by the end of 2020. This is an average annual return of 3.45%
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3. Choose your Game

The financial markets consist of millions of participants, and they’re all playing a different
game.

The professional short-term trader with hopes of a year end bonus does not have the same
goals as a long-term investor investing for their financial independence.

Carefully decide what game you are playing and then ruthlessly eliminate all the information
that does not apply to you.

The monthly market returns are irrelevant — do not let them distract you from the wonders
of long-term investing.

Historical Probability of a Positive Return

One Month Ten Years




4. Own not loan

If you define risk as the probability of running out of money rather than the chance of short-
term market volatility, you will approach your investment strategy differently.

Understand how different asset classes perform over time and make sure to include those
that will help you to secure a lasting retirement income.

Investing in equities (‘the great companies of the world’) will make you the (partial) owner
of great businesses, leading to rising dividends and rising capital values.

Investing in bonds will make you a lender to governments and corporations earning a fixed
income and no increase in capital.

Let the last 25 years be your guide to the next 25;

7 . £1(oin 30p
lnstantaccess account J

Gold § inflationis

'Prope’rtv (267 e [ laken'm\o“_r_:

CIORN S0ch market : 8w ot account 3
" UK stock market § :
UK income stocks

Technology stocks
£0

SOURGE: AJBELL, MORNINGSTAR, BANK OF ENGLAND, ON

5. Pay the Price

Being a mature long-term investor comes at a price. Not a financial price but an emotional
one. You will be forced to endure frequent, but temporary declines in the market value of
your assets.

Your reward? The life changing returns of being an owner of the Great Companies of the
World’. Can you pay the price? Can you afford not to?

Annual Declines
Market corrections come around as often as your birthday

/"~ Calendar Year Return (%) = maximum Intra-Year Decline (%)




6. Turn off the Noise

During times of financial uncertainty you will be overwhelmed by the mainstream media
trying to derail your long-term financial plan. The risk is that you abandon your perfectly
| crafted globally allocated portfolio for the comfort of short-term safety.

| Do everything you can to turn off the media noise. The companies you own are continually
innovating, finding ways to navigate the challenges of the day. You’re an investor not a
speculator.

This Time Is Never Different, Regardless of What The Front Pages Say i

[

Every week brings its own concerns - progress is only visible in hindsight. invastor Toals

Source: Time Magazine, MSCI, Humans Under Management.
| -I- Chart is based on the MSCI World price index from November 1992 to November 2022. For illustrative purposes only




There will be many obstacles on your journey, but even if you take our charts and graphs
with a pinch of salt, it is a journey well worth taking.

In a world obsessed with instant results, you will have the last laugh.

Sit back and enjoy the ride!

The Pain Is Worth The Gain

Temporary declines are the price of admission for long-term returns.
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