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 The past few years showed us challenges few could imagine. We endured: 

• A global pandemic 

• An extreme global economic shutdown 

• A bear market that dropped and recovered at a breakneck pace. 

• A political landscape dominated by extreme and polarizing viewpoints 

• Inflation rates not experienced for decades 

• The possibility of aggressive interest rate hikes to control inflation. 

Is this a "new normal?" The answer is both “yes” and “no”. Much of what we have 
experienced in the past few years is different from what any of us have ever seen. At the 
same time, we still face the same challenges and obstacles we always have.  

As you look to the future, your real-life success will depend on how well you execute your 
plan. A big part of the journey is avoiding the big mistakes.  

Commonwealth Financial created this guide to help you make better decisions. It covers 
some of the common mistakes we see people make. Avoiding them can improve your 
ability to help your kids pay for college, retire when and how you want, or leave a 
meaningful legacy to your family.  

Mistake #1 
Not Having a Clearly Defined Plan 

 
Mistake #2 

Not Understanding the Real Risks You Face 
 

Mistake #3 
Ignoring Your Time Frame 

 
Mistake #4 

Human Behavior 

Always a Challenge 



Mistake 1: - Not Having A Clearly Defined Plan 
 Money has a purpose in our lives. It helps us buy the things we need and want. Money 
can also help us prepare for a "rainy day" or send our kids to college. It is a tool we can use 
to create a financially independent retirement.  
 Too often, we see people who invest without a clear purpose in mind. And many 
times, their purpose is very generic and poorly defined.  
 When you get very specific about what you are doing, you lay the foundation for 
everything else. It will help define specific strategies. It will identify the risks you face and 
how to address them. And it will make your goals very personal and important in your life. 
 You may ask, "Why is this important?" This foundation will help you avoid the other 
common mistakes we see people make. It helps us make rational decisions in an often 
irrational world. When you avoid those errors, you improve your chances of success. 

Generic Goal Specific Purpose 

I’m saving for retirement 

I want to retire at age 62, and be able to visit 
my kids and grandkids whenever we want.  I 
want to maintain my lifestyle and do things 
while my health allows.   

I’m saving for my kids education 
I want to be able to help my daughter get her 
college degree at an in-state, public college 

I’d like to leave money to charity. 

My church has a special place in my heart.  I 
would like to leave $50,000 to their capital 
improvements fund when I pass away. 

• Be as specific as possible.  Define what 
you want to do and when you want to do 
it. 

• Outline why this goal matters to you. 

• Create a specific action plan to help you 
get there. 

• Understand how different strategies will 
help you get there. 

• Think of your goals in generic terms 

• Randomly throw money at things 
hoping every thing will just work out 

• Pursue the same strategy your 
neighbor uses because it sounds 
interesting 

• Leave things to chance 

Do Don’t 

Here are Some Examples... 



Mistake 2: - Not Understanding Your Risks 
 If you were to look up "risk," you will find several answers. You will find terms like sys-
temic risk, market risk, and interest rate risk. All have their textbook definitions, but they 
rarely relate to what you see in real life.  
 What really stands in the way of achieving your goals? What forces will prevent you 
from retiring when and how you want? 
 When it comes to investing, there is no such thing as “risk free”. Risk has different 
shapes and sizes. Some are obvious. Others you may not notice until it is too late.   From 
our experience the list of investor risks can be simplified into 4 basic categories.   

Risk of Losing 
Money 

This is the most obvious risk investors face. Most investments 
have the potential to decrease in value. Stocks, for example, 
have shown they will decrease more than bonds.    

Risk of Losing 
Purchasing Power 

Every year, everything you buy costs more. That is the simplest 
way to explain inflation. For years, this was a quiet killer. More 
recently, this risk is now front and center. Some investments 
pose a greater risk of losing purchasing power over time. 

Risk of not earning 
enough return 

The math behind compounded growth has three main 
components. How much you have, the number of years you can 
allow it to grow, and how much you will earn. Earning too little 
can mean failing to reach your most important goals. 

Risk of Human 
Behavior 

Human behavior is not something you will find in many 
investing textbooks. But it may be the biggest risk we all face. If 
you check your account and see your values are down by a 
large amount, how will you react?   Emotions cause many poor 
investment decisions. 

The 4 Big Investor Risks 

 Being a successful investor is a balancing act. You must balance all the risks against 
the possible rewards. You also have to handle the mental stress those choices create.  



Your time frame is a major factor in managing risk.  In short periods of time (fewer than 3 
years) the potential to lose money is a bigger threat than inflation or not earning enough.  In 
longer periods of time, the risk of losing money decreases.  But, losing purchasing power, 
and not earning enough pose a bigger threat. 

1.  When will I need income or the principal from this investment? 

When reaching for more return, you can introduce more risk to your investments.   
Depending on your specific goals, you may find yourself in a position where you  need to be 
more aggressive to get the returns you require. 

2.  How much return do I need to achieve my goals? 

 Risk of Losing 
Money 

Risk of Losing 
Purchasing Power 

Risk of Not 
Earning Enough 

Risk of  Human 
Behavior 

Risk is 
Highest 
When... 

• Your time frame 
is shorter than 5 
years   

• Investment 
volatility is high 

• Bear markets 
and corrections. 

• Your asset 
allocation is too 
aggressive 

• Your time frame 
is longer than 5 
years 

• Inflation rates are 
high 

• Your asset 
allocation is too 
conservative 

• Your ability to 
save and 
current savings 
are limited. 

• Your goals are 
extremely 
ambitious 

• You check your 
accounts 
frequently 

• Bear markets, 
and corrections 

• You lose sleep 
worrying about 
your account 
values 

Risk is 
Lowest 
When... 

• Your time frame 
is more than 5 
years 

• Your Asset 
Allocation is 
conservative 

• Bull markets 

• Your time frame 
is less than 5 
years 

• Your allocation is 
growth oriented. 

• Inflation rates are 
low 

• You are a good 
saver and 
planner 

• You have time 
to save and 
accumulate 
wealth 

• You focus on 
your long term 
plans 

• You don’t check 
your accounts 
frequently 

Ask Yourself... 

At some point, you will experience a significant decrease in value.  How will that make you 
feel?  Will it keep you awake at night?  Will you have to fight the urge to sell everything?  
This helps you decide how much and what type of risk you can handle. 

3.  How much risk can I tolerate? 



Mistake 3: - Ignoring Your Time Frame 
 Some financial goals have a clearly defined time frame. If you have a 2-year-old child, 
you will likely need money for college in sixteen years. But other goals are not as easy to de-
fine. 
 Retirement could last months or decades, we simply don't know. This creates chal-
lenges in both the planning and investing process. The risks you face in what could be a 
three-decade retirement cover the entire spectrum. You have to worry about market declines 
(especially early in your retirement.) You also have to worry about losing purchasing power 
and outliving your money. It becomes a balancing act. 
 

Segmenting Your Time Frames 
Some will call this the bucket strategy. Think of it as breaking down one specific goal into 
three main components. 

• What you need for the next 3 years 
• What you need in years 3 - 7 
• What you need beyond 7 years 

 

 Next 3 Years Years 3-7 Beyond 7 Years 

What is it?  Your income and 
major purchases.  

 Your emergency 
fund. 

 Future Income and 
Major Purchases 

 Future income 
 Family legacy 

Biggest Risk  A major decrease in 
account values 

 Loss of Purchasing 
Power 

 Major loss of value 

 Loss of purchasing 
power 

 Not earning enough 

Medium Risk  Loss of purchasing 
Power 

 Not earning enough  

Lower Risk  Not earning enough   Major loss of value 



Mistake 4: - Emotional Decision Making 
 We live in a world where everyone is trying to stir your emotions. The continuous 
news cycle bombards us with sensationalized headlines and stories. When it comes to your 
money, this causes big problems.  
 Fear and greed are powerful motivators for action. When we feel threatened, we want 
to protect ourselves. When we have opportunities to gather, we tend to hoard what we can.  
As an investor, this creates significant challenges.  
 The data tells us, the stock market has compounded at roughly 10% for 100 years. It 
also didn't get there without a lot of adversity. Wars, recessions, depressions, inflation, 
politics, and many other events dot the landscape. Many of those caused corrections, bear 
markets, and crashes.  
 Too often, we see investors fall into the trap of the emotional investment cycle. They 
see the troubles on the news, check their accounts, and those primal instincts take over. It 
leads to buying high and selling low—the exact opposite of what you are supposed to do.  

 When the world around us feels like it is falling apart, the temptation to do anything is 
high.  Many times, investors do the wrong thing at the wrong time.  It isn't easy to determine 
how much these emotionally driven mistakes cost. In 2018, research firm Morningstar1, 
estimated the cost was somewhere between 1.7% and 2.25% per year. This means over a 10 
year time frame you would accumulate 17% to 23% more in your account.  

1. https://www.morningstar.com/articles/883178/emotional-investing-what-it-costs-and-what-to-do-about-it 



How Do You Avoid These Mistakes? 
 Being successful as an investor is simple. But it is rarely easy. How can you avoid 
these mistakes?  

1. Create a Detailed Plan 
This step helps eliminate a lot of stress when it comes to your money. It is going to define 
your time frame. You can determine how much return you need to make things work. It will 
determine how comfortable you are with the risks you face. Your investment strategy serves 
an important purpose—help you fulfill your plans. The more specific you are, the better. The 
stronger your emotional connection is to the plan, the more likely you'll stay focused on it.  

2. Match Your Money To Your Time Frame 
Everyone has a short-term cash need. Likewise, everyone has a long-term financial need—
even if you are 100 years old. This is one of the most critical steps to managing risk the right 
way in your life.   When you match your investments to the right time frames you manage 
the risks you face. 

3. Mange Your Risk Responsibly 

Nobody enjoys checking their account and seeing it has decreased in value. It is going to 
happen. And sometimes it is going to be worse than you would like to see. Many people 
focus only on this aspect of risk because it is the most noticeable, but it is only part of the 
equation.   Ignoring inflation and your longer-term needs can be harmful to your wealth. 

3. Get Help 

A financial advisor can add value to your life. They can help you with all these items. And 
they can help you keep your emotions in check. A battle-tested advisor can provide the 
input you need to keep you from making big mistakes.  



Why Commonwealth? 
 Avoiding these critical mistakes requires patience and discipline. Even the pros can 
find it challenging.  
 Creating a plan takes time, knowledge, and experience. Our advisors have over 130 
years of combined experience helping people just like you. We will work with you to create a 
plan and chart a path forward. An experienced advisor will be with you every step of your 
journey to help guide you through good times and bad. 

To Get the benefit of Commonwealth's knowledge and experience or to 
learn more about how we can help you, please call: (800) 422-4644 

Compare Us To Your Current Advisor 

 Commonwealth Your Current Advisor 

Create a detailed and specific plan to 
help you with your most important goals. √ ? 

A relationship with a local advisor who 
genuinely cares about your real-life 
success. 

√ ? 

Proactive service and communication 
that will help you stay up to date on your 
progress and your results.  

√ ? 

Your portfolio is managed by a team with 
over 130 years of combined experience. √ ? 

A disciplined investment approach 
focused on managing risk  and your real-
life outcomes. 

√ ? 

Competitive, transparent fees that align 
our company’s incentives with yours. √ ? 

In West Virginia 
Wheeling     (304) 230-2384 

Parkersburg     (304) 422-3531 
Toll Free 

(800)  422-4644 

In Ohio 
Athens     (800) 422-4644 
Marietta      (740) 373-4877 

St. Clairsville     (740)  296-5066 
Woodsfield     (740)  472-9161 


