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Investors are living in an era of immediate and constant information. The internet and social media have 
changed the amount and frequency of the news we receive and consider to be important. Because of the 
instant nature of information, especially financial information, we at Braeburn Wealth Management have 
come to believe that many make decisions on a short term basis, when a long term point of view may be more 
appropriate.  Investors are not considering the long term nature of their financial objectives. The result may be 
investment decisions that are overly influenced by short-term noise. 

You may have heard me recite a quote I once heard on TV: in early 2009, a noted financial analyst was asked 
what we should learn from the correction of 2008. His advice was to make sure we don’t learn a lesson that we 
won’t need for another thirty two years. Unfortunately, that’s exactly what has happened. 

We believe that the magnitude of 2008’s correction is still weighing on the average individual investor’s psyche in 
a manner that may not be completely rational. In other words, if you look back at the depth and duration of the 
’08 correction, and put aside the worst eight or nine months, you will find that the correction wasn’t as immense 
as you previously believed. In fact, it was fairly average. With this in mind, the question becomes: Should we be 
basing our long term investment objectives on such a brief period of time? Or, should we remove the noise from 
the equation and base our objectives on a longer term view?

MISTAKE #1: ALLOWING EMOTIONS TO INFLUENCE YOUR INVESTMENTS

MISTAKE #2: FAILING TO LIST GOALS FOR INVESTMENT PERFORMANCE

MISTAKE #3: IGNORING THE IMPACT OF INFLATION ON YOUR PORTFOLIO

MISTAKE #4: CHANGING LONG-TERM INVESTMENT STRATEGY AFTER SUFFERING LOSSES

MISTAKE #5: FAILING TO ASSESS RISK APPROPRIATELY

MISTAKE #6: PLACING TOO MUCH SIGNIFICANCE ON SMALL AMOUNTS OF NEWS

MISTAKE #7: IGNORING THE DYNAMICS OF SUPPLY & DEMAND
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Most investors need their investment portfolios to 
work for them over a longer period of time than we 
may be conscious of: five, ten or even thirty years. 
Even if you’re 75 years old today, the period of time 
for which you need your investment portfolio working 
for you is likely over ten years. Keeping this in mind, 
it’s important that you don’t make decisions based 
upon one or two year intervals. Your emotions can and 
will wreak havoc on your portfolio if you can’t master 
the necessary discipline. While emotional reactions 
are understandable in the midst of a bear market or 
correction, these emotions are often too narrowly 
focused on recent events. Too frequently, investors 
are overly influenced by the trauma of 2008. This in 
turn may cause poor decision making any time the 
market has a pullback, even though these events are     
typically minor. 

While we believe that you need to adjust your portfolio 
over time to account for market fluctuations, we also 
believe that you need to have an allocation that you’re 
comfortable with- one that you’re comfortable riding 
through both ups and downs. This means not altering 
an allocation every time there is a pullback in the 
market; if this is your current practice, perhaps you’ve 
taken on too much risk in your initial allocation. 

Over-adjustment of portfolios during minor 
corrections may leave money on the sidelines, when 
inevitably these corrections turn and head sharply 
higher. 

MISTAKE #1: ALLOWING EMOTIONS TO INFLUENCE YOUR INVESTMENTS

I’m not emotional about investments. Investing is something 
where you have to be purely rational and not let emotion 
affect your decision making - just the facts.

- Bill Ackman 
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A good exercise to help you keep your emotions 
in check and identify your appropriate investment 
timeline is to make a list of goals and a corresponding 
time frame in which you hope to achieve them. 

Common goals may be:

•  To grow your assets 

•  To maintain purchasing power

•  To provide cash flow for a lifestyle or a spouse

With each of these goals, consider what you think is an 
appropriate time frame in which to accomplish them. 

Questions to Ask Yourself
- Is growing my assets a short-term goal? If not, what is 
an appropriate time frame to accomplish it? 
- Do I need cash flow for my lifestyle, my family, etc. 
for a short period of time, or for twenty or thirty   
more years? 

- Am I at a point where preservation of capital is more 
important? If so, how long do I expect this period       
to last? 

Once you’ve properly identified your goals and 
objectives and assigned them appropriate timelines, 
you can tailor your portfolio to achieve them. It’s 
possible that you need segments of your portfolio 
constructed and allocated differently to achieve 
various different goals. 

MISTAKE #2: FAILING TO LIST GOALS FOR INVESTMENT PERFORMANCE

Identify Your Personal Investment Goals and Timeline

Goal  (list five personal investment goals that include your assets, 
household, standards of living, and advisor relationship)

Timeline  (assign an amount and time frame for each 
goal identified)
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Inflation has been a constant in the American 
economy for years. At times it’s more accelerated 
than others. Looking at the price of a postage stamp, 
a gallon of gasoline, or your utility bills over time 
can provide an obvious illustration for the havoc that 
inflation can wreak on our lifestyles. 

One big mistake investors often make is not 
considering inflation, or failing to construct a portfolio 
that will address it. Too often, investors tend to be 
more cautious and designate an overly large portion of 
their portfolio to fixed income and “safe” investments. 
These “safe” investments provide a specific return over 
a period of years. However, those returns often end up 
being lower in purchasing power.  
For example: it may seem that buying a $50,000, five 
year bond paying 4% is a good investment. However, 
at the end of the five years, you’re going to get your 
$50,000 back and it likely won’t be worth its original 
purchasing power in current dollars. In other words, 
it lost purchasing power due to inflation. In the big 
picture, your real return will be less than 5%. 

Investing in common stocks is an excellent way to 
manage inflation, especially if you are considering 
purchasing stocks with a history of rising dividends. 
If you look back at the history of a dividend on a 
good blue chip stock, what you often see is that the 
dividend typically doubles over five, eight or ten years. 
Consistent dividend increases may help you stay ahead 
of the rising cost of budgetary items. 

Historically, the price of a common stock has been a 
great hedge against inflation. If you look back at the 
stock market’s performance dating back before the 
Depression, there are very few long term periods in 
US stock market history where a portfolio of quality 
dividend paying stocks did not yield a positive return. 

To summarize, the key is to not let your emotions 
(Mistake #1) cause you to ignore or disregard the 
impact inflation can have on your portfolio. 

MISTAKE #3:  IGNORING THE IMPACT OF INFLATION ON YOUR PORTFOLIO
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Remembering what that wise analyst said in ’09, it’s 
crucial that we don’t learn a lesson that we won’t need 
for many years to come. 

When an investor suffers a significant loss, especially if 
it’s over a short period of time, they frequently change 
their portfolio allocations, tending to become overly 
conservative. In our experience, the next thing that 
happens is that the investor only wants to return to a 
long-term strategy when they’re convinced the markets 
have adjusted and are well again. What this translates 
to is that the investor comes back into the market after 
its recovery. The problem is that they’ve missed all the 
big gains that the recovering market brought with it. 

If you look back at significant recessions and pullbacks 
in the stock market over the last 50-80 years, you’ll see 
that the biggest recovery from those losses frequently 
occurred right after the bottom. An investor who has 
changed their long-term objective and moved to cash, 
or altered their ideal asset allocation and lowered 
their weight in high-quality equities missed all those 
significant returns. It stands to reason that this is why 
the average individual investor underperforms against 
the average diversified portfolio. If the investor doesn’t 
have the appropriate long-term asset allocation for 
their needs, they may find long-term investing through 
volatile markets to be a difficult task. 

MISTAKE #4:  CHANGING LONG-TERM INVESTMENT STRATEGY AFTER SUFFERING LOSSES

Look at market fluctuations as your friend rather than 
your enemy; profit from folly rather than participate in it.

- Warren Buffett
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Often times investors assess risk based on what 
they’ve seen recently. They give more weight to recent 
occurrences in the financial markets and the economy 
and are challenged to see beyond them. They often 
take too little risk. They’re incorrectly focused on short 
term volatility rather than on the long term probability 
of reaching their investment goals. While increased 
risk doesn’t always result in increased returns in the 
short term, experience has shown that it more often 
does result in increased returns in the long term. 

If we look back in history to before the Depression, 
we find eight instances in which there were two 
consecutive years of negative performance in the stock 
market. Braeburn Wealth Management identified 
these instances and studied the respective ten year 
annual returns following the negative performances. 
Consider 1929-1930, perhaps the harshest bear market 
in history and certainly two harsh down years. The 
ensuing ten-year annualized returns were -1% per year. 
Now consider 1973-1974, two years of high inflation 
and terrible stock market performance. The ensuing 
ten-year annualized returns were 10.2%. 

If we add up the ten-year annualized returns following 
each of the eight two-year negative periods and take 
an average, we find that the average return per year for 
each of those ten-year periods is 6.01%. This tells us 
that if an investor improperly assesses their risk and 
becomes too conservative following a given two-year 
negative period, they’re going to miss out on what have 
been historically positive returns. 

MISTAKE #5: FAILING TO ASSESS RISK APPROPRIATELY

BACK-TO-BACK        
NEGATIVE YEARS       

S&P 500

SUBSEQUENT     
ANNUALIZED          

RETURNS OVER 
FOLLOWING       

10-YEAR PERIOD

1
1929 1930

-1.00%
-8.40% -24.90%

2
1930 1931

0.50%
-24.90% -43.30%

3
1931 1932

7.60%
-43.30% -8.20%

4
1939 1940

11.00%
-0.40% -9.80%

5
1940 1941

14.30%
-9.80% -11.60%

6
1973 1974

10.20%
-14.70% 26.50%

7
2000 2001

1.50%
-9.10% -11.90%

8
2001 2002

4.00%
-14.70% 26.50%

AVERAGE 6.01%
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When we  look at the amount of negative return years 
from 1926 through 2008, we find that there were 23  
instances of negative annual returns.  If we look at the 
subsequent 10-year annualized returns, the average 
return is 7.77%. By simply holding on to stocks for 10 

years following a year of negative performance, you 
would have averaged 7.7% over those ten years. Two 
of those periods, the ten years that followed 1929 and 
the ten years that followed 1930, yielded annualized 
returns that were slightly negative, but, there were a 
number of years that yielded average annual returns of 
15% or better. One of the biggest mistakes we make is 
failing to assess risk appropriately, it should be over a 
long period of time, not a short period of time. 

A look at these two charts would suggest that one 
should not become overly conservative following a 
negative year and/or consecutive negative years. 

YEAR
NEGATIVE 
RETURN

SUBSEQUENT 10-YEAR 
ANNUALIZED RETURN

1 1929 -8.40% -0.80%
2 1930 -24.90% -1.00%
3 1931 -43.30% 0.50%
4 1932 -8.20% 7.60%
5 1934 -1.40% 8.30%
6 1937 -35.00% 4.50%
7 1939 -0.40% 8.30%
8 1940 -9.80% 11.00%
9 1941 -11.60% 14.30%
10 1946 -8.10% 15.70%
11 1953 -1.00% 14.30%
12 1957 -10.80% 10.50%
13 1962 -8.70% 8.10%
14 1966 -10.00% 5.00%
15 1969 -8.50% 4.50%
16 1973 -14.70% 8.00%
17 1974 -26.50% 10.20%
18 1977 -7.20% 13.00%
19 1981 -4.90% 15.30%
20 1990 -3.10% 15.40%
21 2000 -9.10% 0.40%
22 2001 -11.90% 1.50%
23 2002 -22.10%            *  4.00%

AVERAGE 7.77%

*  This number includes 2008’s negative return, -37%.



The sixth biggest mistake investors make is placing 
too much importance on specific information they’ve 
deemed to be significant. Often times investors may 
rely on a single piece of news or a bit of information, 
assigning too much importance to it and improperly 
using it to make investment decisions. 

Instead of making decisions based on information 

that may or may not be reliable, Braeburn Wealth 
Management believes in studying the supply and 
demand of each stock as it performs in the market. 
We believe that the market is the best arbiter of all 
relevant information. Rather than assigning too 
much significance to specific news or data, we make 
decisions by evaluating the market’s interpretation of 
relevant data. 

MISTAKE #6: PLACING TOO MUCH SIGNIFICANCE ON SMALL AMOUNTS OF NEWS

Headlines, in a way, are what mislead you because bad 
news is a headline, and gradual improvement is not.

- Bill Gates
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We often see investors ignoring the dynamics of supply 
and demand when purchasing an investment. If an 
investor purchases an investment that visually shows a 
lack of demand or an increase in supply, they’re likely 
investing against the trend. When analyzing a potential 
stock for investment, placing fundamentals ahead of 
the supply and demand being exhibited in the market 
is potentially a serious mistake. 

Braeburn Wealth Management believes in using 
charts as a picture of supply and demand. A chart 

is a visual of the market’s current interpretation of a 
particular investment. We believe that studying the 
supply and demand of a stock will help investors make 
better decisions relating to their investments. 

This is not to say that we at Braeburn Wealth 
Management ignore fundamentals. We do believe in 
fundamentals, but they’ve must be supported by a 
stock’s supply and demand dynamics before we believe 
it’s appropriate to make an investment. 

MISTAKE #7:  IGNORING THE DYNAMICS OF SUPPLY AND DEMAND

“Fundamentals tell you what to buy, but the charts 
tell you when to buy”

- Michael A. Poland, CFA®
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We Believe Braeburn Wealth Management Can Help You 
Avoid Mistakes and Build a More Secure Financial Future.

Many investors simply don’t have time to process the vast amount 
of information available today, and apply it to their individual and 
sometimes complex investment needs. Even the savviest of investors 
find it difficult to avoid all of the investing pitfalls. Avoiding these seven 
mistakes and others takes discipline and time.     

At Braeburn Wealth Management we believe in:  

Investing With Knowledge And Discipline

The financial advisors at Braeburn Wealth Management have been 
helping investors avoid these seven biggest mistakes and others for over 
25 years. We take time to educate our clients regarding their investment 
decisions through proactive contact from a dedicated Investment Advisor, 
client seminars, and regular written correspondence such as portfolio 
reviews, periodic email updates, weekly commentary, social media posts 
and educational investment articles available on our website. 

To receive the benefit of Braeburn Wealth Management’s expertise or 
to learn more about how we can help you avoid serious investment 
mistakes, call us at 866-577-9116.
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Norton Shores, Michigan 49441
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