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Personal Finance covosss:

“Great investing requires a lot of
Delayed Gratification” — Charlie Munger

Managing Your Money
LYNNIVISCNEIL

I have a client who’s not much |
of a gambler, but a few years ago
he insisted on investing a little bit
of money in a “hot stock” that his &
son mentioned. It went up. He was
happy. It went down. He was hopeful. It went up again.
He knew he should sell. It came crashing down to al-
most nothing. He was discouraged and gave up look-
ing at it. But... just recently, a couple of years after all
this excitement, it was back up again. A lot! He took
his money and ran! He knew how lucky he was, and
wasn’t going to push his luck, even if it does keep
going up. Why did he buy such a risky “hot stock”?
Instant gratification maybe? Excitement? The idea of
quick, easy money? It’s a trap of human nature that we
all fall into now and then.

Human Nature

Human nature is interesting. It has us believe things
that we know are not true. People buy lottery tickets
knowing they won’t win, but...just maybe. People try
fad diets or diet pills knowing they’re too good to be
true, but.... just maybe. And people buy “hot” invest-
ments hoping to strike it rich.... But it rarely works that
way.

‘Investing, and even
speculating, requires discipline,
not reacting to emotions —
namely fear and greed.”

When millennials, grandparents and the media are all
talking about the same hot stock or investment, you’re
probably entering speculative territory. If you’re al-
ready in a “hot stock™ as it becomes the talk around the
virtual water cooler, don’t be shy to take some gains off
the table. Most don’t go up forever. Investing, and even
speculating, requires discipline, not reacting to emo-
tions - namely fear and greed.

Bitcoin, Tesla, GameStop, and Cannabis

The media is drawing attention to investments like
Bitcoin, GameStop, Tesla, and Cannabis. The Game-
Stop frenzy that was all over the news a few weeks ago
was started by a social media group. By the time it hit
the mainstream media, it was too late to jump in. But
many people did anyway. They wanted a piece of the
excitement. And it was exciting! A David vs Goliath
story. For those who got in with a little play money just
to be part of the action, it was fun. And while a few peo-
ple made fortunes in mere weeks, unfortunately, most
people who took the ride weren’t so lucky. Some lost
their life savings. Some of you may recall the Nortel
saga — Canada’s largest company (by market cap) one
day, tech bubble horror story the next.
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And over the past decade
the markets have provided
us with that consistent up-
ward climb, like the guy in
the ‘Cliffhangers’ game on
The Price is Right.
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the financial crisis. I've
seen firsthand how inves-
tors, and even advisors,
have become less risk adverse the longer markets go
up. Some were brought back to reality by the March
2020 crash. But for many even that seems long forgot-
ten as the markets recovered quickly and continue to
rise.

Let’s stop for a second and consider the reality. The
main US stock market, referred to as the S&P 500 is a
collection of the 500 largest companies in the US mar-
ket. If we dig a little deeper, of those 500 companies,
10 of them made up about 70%* of the overall market
gain in 2020. While the markets finished the year “up”,
it’s actually only a handful of companies that are truly
up. Many are still below the pre-pandemic values. The
markets are not reacting “normally” to economic, po-
litical, pandemic, and other news. The pandemic is not
over. The economy is not stable yet. Yes, there’s a vac-
cine. And yes, hopefully the worst is over. But still, my
advice is “be prudent”.

I 'had a lady recently who sent me her portfolio to get
a second opinion. Her advisor had invested over 80%
in equity. Now there’s nothing wrong with that, except
that she is 78 years old, lives mostly off her savings, and
is nervous about seeing her money fluctuate too much.
Obviously, there are even advisors out there jumping
on the equity band wagon believing that markets will
always go up. So again, my advice is, be prudent.

If you weren’t investing during the market correc-
tions of the 2000’s, and haven’t really experienced a
prolonged downturn, be prudent. If your advisor was
still in school, or not yet in the industry at that time, be
extra prudent. Investing fundamentals have not gone
away; they are just being ignored at the moment. As
Warren Buffet always says, “Be fearful when others
are greedy, and be greedy when others are fearful.”
Stay safe!

*Source: Bloomberg

Lynn MacNeil, F.PL. Associate Investment Advisor,
is a Financial Planner with Richardson Wealth Limited
in Montreal, with over 25 years of experience working

The Fear-Greed Graph illustrates investor emotional swings while
watching the fluctuations of a ‘hot stock’
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Buying a ‘hot stock’ is not usually a successful
strategy

with retirees and pre-retirees. For a second opinion,
private financial consultation, or more information on
this topic or on any other investment or financial mat-
ter, please contact Lynn MacNeil at 514.981.5795 or
Lynn.MacNeil@RichardsonWealth.com. Or visit our
website at www.EphtimiosMacNeil .com.

The opinions expressed in this report are the opinions of the
author and readers should not assume they reflect the opinions or
recommendations of Richardson Wealth Limited or its affiliates.
Assumptions, opinions and estimates constitute the author’s judg-
ment as of the date of this material and are subject to change with-
out notice. We do not warrant the completeness or accuracy of this
material, and it should not be relied upon as such. Before acting on
any recommendation, you should consider whether it is suitable for
your particular circumstances and, if necessary, seek professional
advice. Past performance is not indicative of future results.
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