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sTOck InvesTIng mIsTakes TO avOID

F ollowing are some common in-
vesting mistakes to learn about 
now, so that you don’t have to 

learn the hard way: 

nOT havIng a Plan 

Every investor needs a well- 
established plan. Your investment 
plan should include: 

m gOals anD OBjecTIves — You 
want to be as specific as possible 
with your goals so that you will 

be able to measure if you are on 
track to meet them. Saving for re-
tirement or an education are 
goals that are too vague. 

m rIsk TOlerance — If you are an 
investor who can’t stomach the 
ups and downs of the market, 
you will probably be better off in-
vesting in blue chip stocks. Also, 
think about other risks that will 
impact your portfolio. If you are 
25 years old, you have a lot more 

time to take on riskier invest-
ments. 

m Benchmarks — Determine what 
benchmarks you will use to 
measure the success of your port-
folio on its path to meeting your 
goals.   

m asseT allOcaTIOn — Decide 
how you will allocate your stock 
investments across various in-
dustries, company sizes, etc. 

m DIversIFIcaTIOn — Allocating 
your assets among asset classes is 
the first step of diversification. 
You will also want to determine 
how you will diversify within 
each asset class.  

nOT DOIng YOur hOmewOrk 

When you are planning to invest 
in a company, you’ll want to have a 
thorough understanding of the com-
pany and its products. Read the 
company’s annual report to review 
its performance and its business 
plans. While not an exciting read, a 
prospectus of the investment offer-
ing will provide valuable informa-
tion.  Also, spend time on the  
company’s website, read press re-
leases, and look for articles on the 
company. 

Continued on page 2

Financial OutlOOk 

U nless you were lucky enough 
to be born wealthy or have 
an extremely minimal 

lifestyle, not investing isn’t an op-
tion in today’s complex financial 
world. Investing is a way to make 
your money work for you, rather 
than always having to work for your 
money. Put some of your money in 
stocks, bonds, and other investments 
that generate returns, and you’ll put 
yourself in a position where you 
may be able to increase your wealth 
substantially.  

Given that investing is one of 
the best ways for the average person 
to become wealthy these days, why 
don’t more people do it? Fear may 
be the major reason. Many Ameri-

cans are nervous about investing. 
While investing does come with 
risks that you need to be aware of, 
that’s no reason to avoid it entirely. 
If worry about losing all your money 
is keeping you out of the market, 
here are three steps you can take to 
overcome that fear.   

sTarT FrOm a POsITIOn OF 
sTrengTh 

If you have a mountain of credit 
card debt and no emergency sav-
ings, investing any of your money is 
likely to be a bit nerve-wracking. 
After all, you’re already in a precari-
ous financial position, and if your in-
vestments decline substantially, 

Continued on page 3
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a TIme Frame ThaT Is TOO 
shOrT 

If you begin investing for specific 
goals with a short time frame, then 
your asset allocation will need to re-
flect that. If you begin saving for 
your daughter’s education when 
she’s in the sixth grade, you’ll only 
have about six years to fund her edu-
cation, and your investments will 
need to align with that time frame. 
The bottom line is that you need to 
begin investing as soon as possible so 
that you have reasonable time frames 
to meet your goals.  

TOO much nOIse 

There is no shortage of financial 
news shows, pundits, and informa-
tion, and it is wise to be well- 
informed. But don’t let it take you off 
track from your investment plan. Use 
the information to learn about invest-
ing, various strategies, and compa-
nies that you are interested in  
investing in, but don’t let it turn your 
plan upside down.  

nOT reBalancIng YOur 
POrTFOlIO 

Rebalancing is the process of re-
aligning the weighting of your port-
folio to the original asset allocation 
that you defined in your plan. Rebal-
ancing is not easy to do because it 
may force you to sell investments 
that are performing well and buy 
more investments that are not per-
forming as well. If you allow your 
portfolio to coast along with market 
returns, you will at some point be 
overweighted at market peaks and 
underweighted during market lows. 
Rebalancing will help you reap the 
long-term gains you are looking for. 

InvesTIng Isn’T gamBlIng 

While some people may feel that 
way because there is no guarantee on 
return, investing is a discipline. If 
you are jumping on hot stock tips or 
just picking stocks without truly un-
derstanding the company, you are 
not investing, you are gambling. In-

vesting is about making decisions 
based on an investment plan that ad-
dresses all of the important factors 
and sticking to it, then reviewing it 
appropriately on a regular basis.  

chasIng PerFOrmance 

There are investors who chase 
the next best thing, which can lead to 
bad investment decisions and sizable 
losses. Again, it is best to have an in-
vestment plan that you stick to and 
rebalance it when necessary. 

waTch OuT FOr BargaIn BuYs 

Have you ever bought a piece of 
furniture or an article of clothing be-
cause it was a real bargain, only to 
have it fall apart a short time later? 
The same thing applies to stocks. 
Don’t buy a stock just because it’s 
cheap, because cheap doesn’t neces-
sarily mean it’s a good investment. 

The key is finding good value. You 
want to purchase the best possible 
stock at the best possible price. A 
high-priced stock could provide 
more value than a low-priced stock 
in terms of the return it will bring in 
the long run. 

nOT cOnsIDerIng Taxes 

You’ll want to think about the 
tax consequences of your invest-
ments before investing. Take the time 
to figure out what your return will be 
after adjusting it for taxes. You 
should consider investing a portion 
of your investments in tax- 
advantaged or tax-deferred instru-
ments to help offset taxes on your 
taxable investments. 

Please call if you’d like to discuss 
your investment portfolio in more 
detail.     mmm

sTOck InvesTIng 
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sTOck markeT uPs anD DOwns

Are you constantly checking 
the market to see if it is ris-
ing or falling? Do you panic 

when you see it drop a few hun-
dred points? All investors know 
that the market goes through cy-
cles, but for some, it’s not enough 
to calm their fears.  

Here are some tips on helping 
you deal with the ups and downs 
of the market: 

knOw The TIme TargeTs FOr 
YOur gOals — It’s best to think of 
market movements in terms of 
your goals. If you are 30 years away 
from retirement, you have plenty of 
time for your portfolio to reach its 
goals. What is important is that you 
understand how much tolerance 
you have for risk and the amount of 
time you have in meeting your 
goals. 

have an InvesTmenT Plan — 
Having a plan based on your objec-
tives and risk tolerance with an 
asset allocation and diversification 
that is aligned to your financial sit-
uation can help you deal with 
volatility. Additionally, you will 
want to stress test your plan to un-

derstand how poor market condi-
tions can affect it. Performance 
modeling can bring you peace of 
mind knowing that you will be able 
to ride out a major shift or lead you 
to make adjustments to your plan 
to better meet your needs. 

keeP ThIngs In PersPecTIve — 
Remember that the market goes in 
cycles. You’ll have down years, flat 
years, fair years, and good years. If 
you stress-tested your plan, it 
should give you peace of mind that 
you can make it through the hard 
times. 

shuT DOwn The nOIse — The 
media is looking for your attention, 
but if it increases your anxiety, turn 
it off.  

The key is not to let your emo-
tions deter you from a solid invest-
ment plan. While there will still be 
times that you feel anxious, an in-
vestment plan can help you ride 
out the ups and downs of the stock 
market. Don’t spend your time say-
ing what if, because you can’t 
change the past. Just look forward 
to what your investment plan can 
deliver.     mmm 
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you’ll be in an even worse spot. Be-
fore dipping a toe into serious  
investing, work on paying down 
high-interest credit card debt and es-
tablishing an emergency fund with 
at least six months’ living expenses. 
That way, you won’t be worried that 
a poor investment or stock market 
dip will send you to the poorhouse.  

The exception to the above sug-
gestion? Investing in your retirement 
plan at work. If you get a company 
match, you may want to invest just 
enough in your 401(k) plan to get 
that money while also taking aggres-
sive steps to pay down debt and es-
tablish emergency savings. 

geT eDucaTeD  
Anxiety about the unknown and 

worries about being taken advan-
tage of are behind many people’s 
fear of investing. But investing isn’t 
really as complicated as it initially 
seems. Familiarizing yourself with 
how markets work and with the 
basic principles of sound investing 
will help you understand that 
though investing comes with risk, 
it’s hardly the same as playing the 
lottery. There may be no sure things 
when investing, but if you proceed 
with a smart strategy and stick with 
it over time, there’s a good chance 
you’ll come out ahead.  

seT a gOal  

Simply taking a pile of cash and 
purchasing a random assortment of 
stocks and bonds isn’t likely to end 
well. For one, you’re not making an 
informed decision about how to in-
vest. Second, you’re not investing 
with a goal in mind. By knowing 
what you want to achieve before you 
make any specific decisions about 
where to put your money, you’ll be 
more likely to invest in a way that 
will get you to where you want to 
be. If your goal is to buy a house in 
five years, that means that investing 
in potentially high-return yet also 
high risk stocks is not so smart — 
the risk that you could lose your 
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enjOY lIFe anD sTIll save

Some people worry that when 
saving for retirement, they 
have to give up everything 

they enjoy. While there needs to be 
a balance between spending and 
saving, it doesn’t mean you can’t 
enjoy life.  

You should start by reviewing 
how you live and how you save. 
Make a list of questions about your 
lifestyle to assess what is most im-
portant to you: Am I happy with 
my lifestyle? Are there things I 
want to pursue? Do I have enough 
money to support my lifestyle and 
the things I want to pursue? 

Prioritize your responses by 
order of importance, so that you 
can budget for the things you really 
want to do. Next, you will want to 
make a list of how you are manag-
ing your finances and savings: Am 
I able to cover my bills? How much 
am I saving for retirement? Am I 
saving enough? How much dispos-
able income do I have? 

Once you have answered these 
questions, it is time to look at your 
responses to figure out how you 
can accomplish both. You’ll want to 
develop or revise both lifestyle and 
retirement goals, being as realistic 
as possible with your current finan-
cial situation. Also make sure your 
goals are specific, so you can assign 
dollar figures to them. 

Now that you have established 
your goals, you need to figure out 
if you can make it all work. As part 
of your budget, add both your 
lifestyle goals and your retirement 
goals with specific dollar amounts 
for each. 

If you can’t meet all of your 
goals within your budget, you will 
have to make decisions about what 
is most important. You should not 
put your retirement goals in jeop-
ardy, nor should you give up on 
your lifestyle goals. You either 
need to look for other things you 
can cut from your budget or find 
ways to earn more income.    

Also assess your job. Are you 
making enough money for the type 
of job you have? Are you happy 
with your job? Is it worth trying to 
find another job that pays more 
money? Changing a job takes time 
and energy, but you need to decide 
if it is an option if you need more 
disposable income.  

You will want to review your 
goals and budget on a regular basis 
to determine if you need to make 
adjustments, especially if you are 
having trouble accomplishing your 
goals within your budget. Also, as 
time goes by, you will find that 
your goals will change and you 
need to adjust your plan as well.     
mmm

down payment savings is simply too 
great. Stashing that cash in a certifi-
cate of deposit probably makes more 
sense. But if you’re investing for re-
tirement that’s three decades away, 
you can afford to take on more risk 
with your investments, since you 
have more time to make up any loss-
es, and you’ll benefit from the poten-
tially greater returns of high-risk  
investments. In that case, higher-risk 
stock investments make a lot sense. 
The key is to keep your goal in mind 
and let that drive your decisions 
about how to invest.  

Being a little nervous about in-

vesting is normal, but you shouldn’t 
let it keep you from achieving your 
financial goals. Please call if you’d 
like to discuss this in more detail.     
mmm  
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                                                    Month-end
Indicator                               Aug-21    Sep-21    Oct-21     Dec-20    Oct-20
Prime rate                                3.25         3.25          3.25          3.25         3.25
Money market rate                 0.08         0.07          0.07          0.20         0.19
3-month T-bill yield               0.05         0.04          0.06          0.10         0.10
20-year T-bond yield              1.85         2.02          1.98          1.45         1.43
Dow Jones Corp.                     2.25         2.24          2.37          1.93         2.23
30-year fixed mortgage          2.39         2.50          2.60          1.91         1.92
GDP (adj. annual rate)#      +6.30       +6.70       +2.00       +4.30    +33.10
                                                    Month-end                    % Change
Indicator                             Aug-21     Sep-21     Ocr-21 YTD 12 Mon.
Dow Jones Industrials     35360.73  33843.92  35819.56     17.0%     35.2%
Standard & Poor’s 500       4522.68    4307.54    4605.38     22.6%     40.8%
Nasdaq Composite           15259.24  14448.58  15498.39     20.3%     42.0%
Gold                                      1814.85    1742.80    1769.15     -6.3%      -6.0%
Consumer price index@      273.00      273.57      274.31       5.4%       5.4%
Unemployment rate@              5.40          5.20          4.80   -28.4%    -39.2%

# — 1st, 2nd, 3rd quarter   @ —  Jul, Aug, Sep  Sources:  Barron’s, Wall Street Journal

Past performance is not a guarantee of future results.

4-YEAR SUMMARY OF DOW JONES
INDUSTRIAL AVERAGE, 3-MONTH T-BILL & 

20-YEAR TREASURY BOND YIELD
NOVEMBER 2017 TO OCTOBER 2021
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halF sTIll equals The whOle
A stock split is basically an accounting transaction in-

tended to make the nominal quoted market value of shares 
more affordable. For example, with a 2-for-1 split, an $80 
per share price becomes $40 per share. Your holdings are 
exactly the same as they were prior to the split and the 
company is still worth the same amount of money. The 2-
for-1 split appears to be the most common, but there are 
many other combinations, such as 3-for-1 and 3-for-2. 
whY DO cOmPanIes DO ThIs?   

Companies that grow in value become concerned that 
if their share price becomes too high, investors will not be 
able to afford the stock. The split brings the price down to 
a more affordable level. It’s also thought that stock splits 
may help a company with liquidity, because increasing the 
number of outstanding shares may increase the trading 
volume. 

Some investors think a stock split is a buy signal,  
because the company is doing well. A stock split often re-
sults in renewed interest by investors, which can positively 
impact the stock price. While this price increase may only 
be temporary, it is still a great opportunity for the average 
investor to accrue an increasing number of shares in high 
performing companies. However, as with any investment 
decision, you should make sure you look at the whole pic-
ture before making a decision to purchase the stock. 

The other type of stock split is the reverse split. This is 
when a company reduces the number of outstanding 
shares and the price per share increases. Companies that 
do this are typically performing poorly, and they are at-
tempting to bolster the price so that is does not fall below 
the minimum required by the stock exchange where it is 
listed.     mmm            FR2021-0614-0046


