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Following the Crowd 

Many of us may remember hearing a parent 

say it to us at least once during our 

childhood. Those of us who are parents may 

recall saying the same thing to our children. 

“If so and so told you to jump off a cliff, 

would you?” Following the crowd is nothing 

new, but somehow, even as adult investors, 

we may not realize that we are failing to heed 

this advice until it’s too late.  

 

One crowd you shouldn’t be following is 

financial media. You may gather some good 

general advice through the media, but when 

a financial guru begins to give you extremely 

specific investment advice in a newsletter or 

on TV, put down the newsletter, turn off the 

TV, and check in with your trusted personal 

financial advisor.  

 

The person in the media doesn’t know you 

and your situation and definitely cannot help 

you achieve your goals. Your financial advisor, 

of course, does know you and because of 

that, and because they care, they can help 

you to achieve your goals without jumping off 

a cliff. 

An investment is something you spend such as time, energy, or money in 

hopes that you will receive future benefits. Many of the habits we 

naturally apply when investing in our education, relationships, children, 

businesses, homes, yards or hobbies can also be applied when we are 

investing financially.  

Bad Behavior 

You’re doing it wrong 

Benjamin Franklin said, “It is easier to prevent bad habits than to break 

them.” Sometimes it’s a good idea to take a look at the wrong way while 

you’re in the process of learning the right way. When it comes to 

investing, if you want to do it well, there are some behaviors that you 

don’t want to invest in.  

Expecting Perfection 

If you have perfectionist tendencies, applying them to investing is not a 

good idea. For example, if you open a retirement account and lose 1% of 

your portfolio after the first month, is it time to quit because your 

account didn’t live up to your expectations? Of course not.  

One detriment of all the technology at our fingertips today is that it has 

encouraged the mentality of instant gratification. We must be cautious to 

not allow that entitlement mentality to carry over into our investments.  

Portfolios will experience temporary setbacks, but they will also have 

significant gains over time. Those who are successful investors know to 

expect setbacks and are committed to stay the course anyway. If you 

don’t have a course to follow yet, seek out a reputable financial advisor to 

help you create a solid investment plan and stick to it.  

Over-Analyzing 

Right along with perfectionism, the tendency to analyze decisions to the 

extreme can also create extreme problems. When considering a potential 

investment, it’s a wonderful practice to ask questions and get pertinent 

information. However, we must be cautious to not continually question 

every detail of an analysis. 

Benjamin Graham, the economist and professional investor who is 

considered to be the father of value investing, had this helpful insight: 

“The investor’s chief problem – and even his worst enemy – is likely to be 

himself.”  

Some can make the mistake of becoming so caught up in the analysis that 

they never actually make a decision. The consequence of this bad 

investing behavior is that we are prevented from making any gains 
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GREED 

If most of us were honest, we would agree 

that it would be nice to be able to acquire as 

much wealth as possible in the shortest 

amount of time.  This “get-rich-quick” 

mentality can act like a wildfire, spreading 

quickly and doing a lot of damage in a short 

amount of time. When investors get greedy, it 

feeds into even more greed and leads to 

securities being overpriced, which eventually 

becomes a bubble that will burst and result in 

significant loss. 

Market timing is one of the worst behaviors 

created by greed. Research indicates that in 

spite of the fact that investors are always 

trying to buy when shares and funds are at 

their lowest price, they usually get it wrong. 

An analysis of investor behavior by SigFig, an 

investment and tracking firm, found that the 

more people sold, the worse their 

investments performed. The results of a 

widely referenced study called “Trading is 

Hazardous to Your Wealth” conducted by two 

University of California Davis professors 

concurs that frequent trading is indeed 

associated with lower returns.  

According to William Rassman, CFP®, Director 

of Planning and Investments at Centric Capital 

Advisors, “Here at CCA we compare market 

timing to catching a falling knife - grab onto 

the knife too quickly, and you’ll bleed; grab 

the knife too slowly and you’re likely to miss it 

completely. Catching a falling knife is never a 

recommendation that we would make to 

anyone.” 

When fear, greed or any other strong emotion 

creates the urge to stray from your plan, take 

a step back and remind yourself of your long 

term objectives. Seek counsel from a trusted 

financial advisor, who can walk you through 

the process of any changes you may need to 

make while staying disciplined and true to 

your ultimate financial goals. 

at all because we stay so busy analyzing that we fail to ever make a 

decision.  

One way to counteract this is to get feedback from your trusted financial 

advisor, who will listen to your concerns and help you understand the 

risks of any investment, while still helping you make timely decisions. 

Emotional Trading: Fear and Greed 

Fear 

Rounding out the list of behaviors we want to avoid are the most 

common, and the most costly in the long run: fear and greed.  

Revered for decades of smart investing, Warren Buffett had this to say 

about emotional investing: “Investors should remember that excitement 

and expenses are their enemies. And if they insist on trying to time their 

participation in equities, they should try to be fearful when others are 

greedy and greedy when others are fearful.”   

When a sustained period of loss occurs, it’s understandable that the 

overall market would become more fearful of continued loss. The 

unfortunate tendency, however, even for seasoned investors, is to move 

out of the stock market in search of low-risk and low-return securities.  

Taking actions like these due to fear shows an utter disregard for a long-

term financial plan. Switching to all low-risk investments instead of 

remaining diversified and sticking to a plan will most likely mean that you 

have very little chance of ever rebuilding your wealth. 

The fear of missing out is another way that emotions can lead investors to 

make the wrong call.  Many investors tend to buy the last three to five  

years’ worth of high performers out of fear that they’re missing out on all 

those great returns. The problem with this thinking is that whatever cycle 

may have led to these impressive returns is more than likely coming to an 

end.  Give your financial advisor a call when you feel fear driving you to 

make a decision like this. Your advisor can reassure you, address your 

concerns and help you refocus on sticking to your long-term investment 

plan.  
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Diversifying: Minimize risk 

Diversification is a term that is often 

tossed around when the conversation 

turns to financial matters.  What does it 

actually mean? It’s simply a time-honored 

method of minimizing risk by spreading 

investments across stocks, bonds and 

cash investments, as well as across 

sectors, industries and company sizes. In 

other words, don’t put all your eggs in 

one basket.  

 

A diversified portfolio tends to perform 

better for the long-term in any type of 

economic environment because it is not 

dependent on the performance of one 

type of investment. Diversifying is one of 

the very best behaviors of top investors 

for good reason.  

 

Dusty Farber, CES, explains why his firm, 

Centric Capital Advisors, maintains a solid 

focus on diversification: 

“Markets are driven by large groups of 

traders; it is impossible to tell what a 

single trader will do at any time but it is 

statistically possible to predict what large 

groups of traders will do. Herd 

psychology will come moving from fear to 

confidence and back to fear. We don’t 

follow the herd. We believe in staying 

diversified, being pragmatic and 

understanding our clients.”  

 

Regularly investing a portion of your 

earnings into a well-diversified portfolio 

is a good behavior that you can take to 

the bank.  

Good Behavior 

Making everything click 

A capstone is one of the final stones used to complete a structure. When 

it’s placed where it belongs, all the other parts are locked into place 

perfectly. Good habits work the same way – when you establish these 

habits, they will create a structure that will actually help everything else 

in your life “click.” Learning to maintain good behaviors in investing will 

create room for freedom and long-term rewards.  

Investing early: Don’t wait 

“Well begun is half done.” The Greek philosopher Aristotle packed a lot of 

wisdom into those five little words that can and should be applied to 

successful investing. Don’t wait to meet with a financial advisor to create 

a plan just because you may think you don’t have enough to invest, or if 

you are waiting for a life milestone like getting a promotion or starting a 

family. Competing financial priorities will only intensify as your life goes 

on. The considerable advantages of investing early cannot be overstated.  

The market will naturally go up and down over time. Even though this fact 

is common knowledge, there are always those that act surprised or even 

panicked when it goes down, and then become exultant and 

overconfident when it goes up. Investing early gives you a longer time 

horizon to enjoy the benefits of compounding, as well as time to weather 

the market's natural ups and downs without any need for concern, since 

you know you’re in it for the long-haul.  

In order to be able to invest early, you must have something to invest. 

Most people who have not intentionally established a regular savings plan 

find that their money tends to grow wings each month and fly away. 
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Looking to the future: Set goals 

If there were such a thing as the perfect 

investor, it would be someone who plans for 

the future and remains patient and 

deliberate in carrying out those plans. None 

of us may end up being perfect, but we can 

practice maintaining a forward-thinking 

mindset. Those who possess such a mindset 

are investing for long-term financial 

freedom, not for short-term gains.  

One of the ways we can do this is to take 

the time to think carefully about what we’d 

like our money to do for us, and translate 

this into achievable, reasonable goals. 

Beating the market is not a reasonable goal. 

However, accumulating a particular amount 

of money for a child’s college education is a 

very appropriate goal, as is having a certain 

amount available for retirement by age 60. 

Investors who don’t have clear, measurable 

goals tend to jump from one investment to 

the next, hoping to find something that 

works. As the saying goes, “If you don’t 

know where you’re going, any road will take 

you there.” Your financial goals articulate 

your destination, and even more 

importantly give you the road map that will 

show you how to get there.    

Creating a long-term financial plan and 

sticking to it is one of the most integral 

habits of seasoned investors. As important 

as it is to stick to your plan, it’s also crucial 

to review your goals at least yearly. As time 

passes, our lives change, our circumstances 

evolve and we grow in knowledge. Keeping 

your plan and financial goals up to speed 

with your life is a behavior that may take a 

bit of discipline, but will prove worthwhile in 

the long run. Find a financial advisor who is 

highly skilled in this area, and use their 

expertise to help you create a personal 

investment plan to address your goals.  

Staying low:  Be Humble 

“I could be wrong.” These are four words that wise investors must learn. 

No one knows the future, and maintaining a posture of humility in your 

investments can end up saving you time and money as you work towards 

your financial goals.  

As behavioral economists have studied the issue of overconfidence in the 

area of investing, they have found that it can wreak havoc on a person’s 

finances. Those who don’t approach investing with humility can end up 

taking on unnecessary risk, engaging in excessive trading, or even relying 

on their feelings to make decisions with the result of being inadequately 

prepared for the future.  

Getting feedback and wisdom from others is vital when it comes to 

making decisions about your financial future. This doesn’t necessarily 

mean that you should follow the crowd, but you should pay attention to 

what successful investors are saying and doing. If you learn of tried and 

true investment ideas and strategies, don’t be afraid to borrow them and 

make them your own.  

Dusty Farber, CES, the CEO and Founder at Centric Capital Advisors, 

explains the sound logic behind hiring a top financial advisor to help you 

master the skills of investing.  

“…to be a great tennis player you need to take regular lessons, to be a 

superb skier you need to take lessons whenever you hit the slopes, to 

excel financially we need exceptional financial advisors. Going it alone 

with your finances is lonely and is like sailing without a rudder. Who 

knows where you will end up at the end of the day.”  
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The Good, the Bad, and the Best 

Not many of us would want to be referred to as a bad 

investor, or for that matter to be known as merely a good 

investor. If given a choice, we’d all like to be counted among 

the ranks of the best investors.  

Maintaining good habits such as investing early, staying 

humble, setting goals and minimizing risk through 

diversification can actually place us in that category, since 

these are some of the most essential habits of top investors. 

Mahatma Gandhi said it well: “Your actions become your 

habits, your habits become your values, your values become 

your destiny.” Good investing habits empower you, become 

part of you, and yield incredible results. 
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