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Investor psychology has been the subject of exhaustive 
analysis since Capital Markets were created over four 
centuries ago. This much we know -it is both a left and right 
brain undertaking, meaning that emotion and reason factor 
into the calculus of investment decisions. Generally, the 
former fails us, while the later achieves long term results. 
So why do do-it-yourself investors still make decisions 
based on their feelings rather than on empirical fact? The 
answer is that human beings are by nature complex 
creatures and our traits are the outcome of evolutionary 
changes over the past 150,000 years. Herding is one such 
example, where investors copy the behaviour of others 
even in the face of unfavourable outcomes. This stems 
from our innate desire to belong, where the choice to be 
correct is subordinate to the choice to fit in. Anchoring is 
another, where investment decisions are based on trying to 
relate what is happening now to familiar experiences, even 
when inappropriate. Humans learn from their mistakes, so 
the inevitable ones that follows a mis-reading of a situation 
has to be made, before new corrective adjustments in behaviour are undertaken. Regret and Optimism are 
the two emotional extremes that retail investor oscillate between, and often lead to disastrous outcomes 
including fear-of-missing-out (FOMO) and irrational exuberance (unrealistic expectations of investment 
outcomes). 

The article in AdvisorAnalyst <here> provides a concise 
summary of investor psychology, drawing attention to time 
periods over the past 30 years where investors bet heavy on 
rising markets at exactly the wrong time, and cashed out 
when markets were near or at their bottom. The impact of 
these emotionally driven mistakes leads to long-term 
underperformance well below goals-based financial 
projections. What’s more, is that this underperformance 
exists over exceptionally long time frames. Avoiding this 
scenario is why we launched NEXT -our financial planning 
program that charts clients’ financial futures...for what comes 
next. The architect of NEXT is our newest team member 
Garth Broughton. Garth is a Certified Financial Planner who 
specializes in helping you identity your goals for retirement, 
education and lifestyle. He then will work with you to 
establish a roadmap to financial security, and the peace of 
mind that comes with it.

The saying wealth is the ability to fully experience life -Henry David Thoreau- has always resonated with me 
and our NEXT program will help you do just that. Garth will be reaching out to you to introduce himself and to 
helping you build a financial plan for you and your family. 

Be safe, be well! 

Martin 
519-546-5088 

https://advisoranalyst.com/2021/01/26/the-next-decade-will-likely-foil-most-financial-plans.html/

