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Most investors realize that investing and gambling are not the same. However, they may find it difficult to
express precisely how different they are. They are both frequently considered in a similar context — truth be
told, when investors are asked to explain their personal investment strategies, they, more often than not, fall
back on utilizing gambling terminology. Can investing truly be compared with gambling? If not, what then are
the differences between long-term investing and gambling? Is there any real similarity between the two?

The Differences Between Long-term Investing and Gambling Include:
 Long-term Investing has Economic Benefits

When investors invest in a company’s stocks, they are simply helping that company grow by making
funds available for them to do business. The by-product of investing in “good” companies for the
long-term is the economic benefit of a positive return on your investment. However, for gamblers,
there are no economic benefits as the gamblers are not investing in any company or tangible asset.

 Gambling is Pure Speculation

Although some gamblers believe they are skillful in analyzing the presumable outcome of a placed
bet, this is usually an empty claim and false hope. Gambling is simply playing by hazard. With the
correct research, diversification, and attention to detail, you minimize your chances of losing in
long-term investing. On the other hand, gambling is purely chance. Long-term investing includes a
plethora of research attempting to understand market trends, cycles, and asset-classes in an effort
to exploit them and make money over the long-term.
 Availability of Information and Research

Information is necessary for both long-term investing and gambling. While information about
companies (such as earnings, financial ratios, etc.) and a company’s stock are readily available for
public use, gamblers have no way of obtaining information about what happened in the past. And
where they have any such information, it's usually unquantifiable or inaccurate.
 Gambling is Time-bound

Gambling is a time-bound practice, but long-term investing can last several years, decades, or a
lifetime. In gambling, once the game is finished your chances to make additional profits from your
wager are over. But in long-term investing, coupled with diversification and a process, you have a
better chance of making more profit as the years of investment roll by.
 Risk Management Strategies

Both gambling and long-term investing include the basic principle of minimizing risk and maximizing
returns. In every case, the adoption of this principle differs in both practices. While long-term
investors think about how to diversify across various investments as a strategy for minimizing
potential losses, gamblers have no real risk-reward ratio and bet their money if the odds
“seem” favorable.
 You are Safe Until You Place a Bet in Gambling

In the case that you enter a casino and buy-in, you won't be taking any risks with your cash until the
time when you choose to place a wager. In case you don't place a wager, you can easily withdraw
the same amount of money you brought in; no profits, no losses. But, in long-term investing, your
cash begins working right from the minute you invest. In this way, you rarely get back the exact
amount of money you invested, regardless of whether you choose to withdraw your funds. It's
possible you make some profit or losses.
 Investors Can Limit Losses in Long-term Investing

Investors can avoid total loss of their invested capital if the market or their investment begins to turn
sour and there are no expectations of a positive turnaround. Investors have certain choices like
diversification or focusing on high-quality investments to enable them to avoid undue risk. But in the
case of gambling, you can't set “stop losses” on your wager. If you bet that a team will win a soccer
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match and that team loses, or you bet black and the color comes up red, you cannot get any return
on your wager. In this way, gambling keeps individuals from limiting their loss.
 Different Indicators

Both stock investors and gamblers use different strategies in order to support their thesis or chances
of winning. One such strategy is careful analysis prior to investing their money. In long-term
investing, investors analyze trading patterns by interpreting stock charts, dissecting balance sheets,
screening for product lines and earnings forecasts. This helps them predict what will likely happen
in the market in the future. In gambling, however, the gamblers analyze the mannerisms and betting
patterns of the opponents. They play the opponent, not the house. This information may be all you
need to make a well-informed decision and predict the likely outcome of a bet.
However, both long-term investing and gambling involve risks and some type of return. The main goal
of both investors and gamblers is to maximize returns and minimize risks. This is the only area where
gambling is similar to long-term investing.

Conclusion
The Role of a Financial Adviser is to Help You
Understand the Difference and Act as Your Fiduciary
Financial Advisers encourage and assist you to plan and manage your personal finances or corporate wealth
in a profitable or sustainable way. Some might wonder what you need an adviser for. Commerce and finance
turn out to be so complex when investing amid these circumstances, and hiring an adviser could be your most
critical life choice. The role of advisers is also very important to the new generation of individuals who are
about to reach their retirement age. Many individuals have turned their interest towards investing their
retirement money which can be scary at times, especially if this is your life savings.
A good financial adviser provides services by dealing directly with the investments of their clients. For this,
they must be able to realize how much risk a client would want to take, and how long the client can wait until
returns can be realized. It ought to be comprehended that the role of a financial adviser isn't to make
decisions on the investment at his own discretion, particularly if your agreement requires a payment of
services. When searching for a financial adviser, you should first determine the kind of adviser that you want
to hire and work with. A great idea is to understand the types of clients that he/she is currently working with
and those that they have worked with in the past. You then can determine if the kind of service you require
is similar to the service that he/she has rendered to other clients. In the case that an adviser has worked for
you before, and you liked their performance since they did a great job at managing your wealth, it will be best
if you continue to engage their services again.

3

ABOUT MALVERN CAPITAL MANAGEMENT
Our team has over 30 years of experience building investment portfolios and advising clients during volatile
markets, in addition to, working closely with institutional clients providing high-quality support and solutions.
Malvern Capital Management’s team believes that experience is the best teacher. Our wealth planning
process is focused on your priorities established by you, for you, for your family, and for your future
generations. Our comprehensive wealth plans integrate investment management, retirement planning, cash
flow management, educational funding, tax planning, risk management, and asset protection. We also include
asset gifting, estate planning, and business succession planning into the detailed plan.

Malvern Capital Management, LLC (“MCM”) is an investment adviser registered with the state of Pennsylvania. Registration does not imply that MCM
or any individual providing investment advisory services on behalf of MCM possess a certain level of skill or training. Different types of investments
involve varying degrees of risk, and there can be no assurance that the future performance of any specific investment, investment strategy, or
product made reference to directly or indirectly in this newsletter, will be profitable, equal any corresponding indicated historical performance level(s),
or be suitable for your portfolio. This Market Review & Outlook Newsletter and its contents are for informational and educational purposes only and
is not intended to provide specific advice or recommendations for any individual. All indices are unmanaged and may not be invested into directly. The
Dow Jones Industrial Average (DJIA) is a price-weighted average of 30 significant stocks traded on the New York Stock Exchange and the Nasdaq.
The Standard & Poor’s 500 Index is a capitalization weighted index of 500 stocks designed to measure performance of the broad domestic
economy through changes in the aggregate market value of 500 stocks representing all major industries. The NASDAQ Composite Index measures
all NASDAQ domestic and non-U.S. based common stocks listed on The NASDAQ Stock Market. The Russell 2000 Growth Index is composed
of small-capitalization U.S. equities that exhibit growth characteristics. The Bloomberg Barclays U.S. Aggregate Bond Index is a broad-based
benchmark that measures the investment grade, U.S. dollar-denominated, fixed-rate taxable bond market. Any opinions, recommendations or
indications of past performance contained in this letter is subject to risks and uncertainties beyond the control of MCM and are no guarantee of future
returns. While MCM makes every attempt to verify the data and sources, we do not guarantee or certify the accuracy, completeness or timeliness
of the information presented in this letter. In consideration of the investment objectives of any individual client, MCM may take actions that are
inconsistent with the opinions or views contained in this letter. ©2021 Malvern Capital Management, LLC.
Not FDIC Insured — May Lose Value.
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