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5 lessons learned & 7 sins to avoid

7 deadly sins committed by the individual investor

An investment philosophy all should read, learn, and remember.  As it applies to all stages of life.

After the unexpected death of my brother in 2007, I concluded the
dichotomy of life is:

“Live every day as if it is your last,
but plan as though you may live to be 100.”

Edward Marion

In memory of my brother, Chuck, who lived by the motto:

Simplify, simplify, simplify…
Henry David Thoreau
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Disclaimer

This material is based upon the life experiences and observations of the 
author. The information may or may not apply to any one receiving the 
information. The concepts are not guaranteed to produce a specific result.

It is not the author’s intention to give financial advise via this material, and 
the views expressed are not reflective of any company with affiliations to the
author.

If anyone contemplates using the material, he or she should seek the advice 
of a licensed professional.  Neither the author nor his affiliations are liable 
for any actions taken by anyone hearing or reading this information.

A brief history of me

By becoming a financial advisor I learned a few things about investing
that I wish I had known years earlier.  In my life prior to being an 
advisor, I, like many people out there tried to make money by 
investing in the stock market.  My associates and I actaully referred to
it as, playing the market.  My inspiration to go-public on the matter 
came from realizing that building wealth by participating in the stock 
market is all we seem to hear, and the concept of using other 
investment strategies has been lost.  I felt I might help people by 
telling my story and reintroducing the idea of lower risk, or prudent 
investing. 

Whether you are; in your twenties and considering how to start, in 
your forties and beginning to think about what you need for 
retirement, or are all ready retired, lower risk strategies can apply to 
anyone.  

After finishing school, I landed a job as an account manager for a 
large company; moved into sales, had great success, and accepted a 
position in Europe as a business consultant.  While in Europe, I 
worked for several wealthy men who purchased companies in the 
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emerging market of Poland.  At age forty I retired; went to Central 
America with my wife, and, at age forty-four, went back to work. At 
age forty-six I began pursuing a career as a financial advisor.  From 
my experiences I have learned, by trial and error, the mistakes 
preventing the individual investor from building wealth, which are 
explained later in this text.

During the process of becoming a financial advisor, I began to 
understand why most people should reconsider how they invest.  
Risking your hard-earned money in the market is not how you get 
rich. You build wealth the old fashion way: Slowly and methodically.  
That old fashion way has been lost, as advertising seems to have 
successfully convinced everyone they must invest in the market.  
Advertisers feed our fast-food culture by telling us how we can get 
rich quickly.  Of course, there are some who succeed, and others spin 
their wheels while wasting money, and more importantly, time.  
Investing in the dream of big returns is not necessarily a suitable 
strategy for every investor.  What the market gives, the market takes 
away.
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In today’s economy…

…market representatives are competing for a single prize: Your 
money.  At times recommendations are made based on their best 
interest, not yours, and they tell you what you want to hear to win the 
prize.  When you read or hear a different opinion, consider the 
source.  Is it a financial advisor earning commission off of your 
account(s)?  Is it the brokerage firm telling the advisor what to 
propose to his clients?  Is it the television personality with seemingly 
unbiased views, but in reality is paid to promote certain concepts?  Is 
it the stock ticker scrolling across the television monitor, which 
happens to be a paid advertisement?

Ask youself, is the recommendation what you should do, or what they 
want you to do?

Example:

The channel – CNBC.
The program – Mad Money.
The sponsor – I’m not allowed to say, but they advertise a lot 
during the program.

You work hard to have investment income; don’t haphazardly put it at
risk in hopes of getting an unrealistic return.  Take note of where the 
information is coming from when deciding how to proceed.  

The IRA and 401k have created a new generation of investors, and 
with it comes some financial professionals that may not have the 
investor’s best interest at heart. 

To get to your money, some companies rely on financial advisors 
using the door-to-door approach to gaining customers.  What type of 
activity do you think this can promote?  When a person works solely 
on commission and is forced to go door-to-door to gain clients, he 
may be inclined to do what gives him the most commission.
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In 2008, some brokerage firms ran advertisements telling people to 
stay in the market.  Think about that for a minute:  If you get out of 
the market, they lose revenue.  Obviously they want you in, not out; 
therefore, they’d say or do anything to keep you believing in the 
dream.  What was most astonishing is that people actually listened!

I met people who said, “But XYZ Company said we should ride it out.”

Or,  “My advisor said I should stay the course.”

Of course they say these things!  If you get out, they lose a client.  If 
they may lose a client and future commissions.

Now, with that said, are there times to stay in the market during a 
crash or correction?  Of course there are.  But the point to keep in 
mind is that it’s your money on the table.  If you feel it should stay in 
the market, leave it, if not, hold firm to what you believe and demand 
the money goes where you want it to go.

Remember, the stock market doesn’t care about you.  It is a fast 
moving machine and needs money for fuel.

If what you are reading is beginning to sink in, then say the following:

“I won’t be pushed around.  I am smarter than they realize.  I’m doing
what makes sense for me.”

Remember the phrase, “Fool me once, shame on you.  Fool me twice, 
shame on me.”

For me it’s simple:  Knowing how the market works I don’t intend to 
go down the same investment road again.  Knowing what I now know,
if I lose money, shame on me.  If you lose money after hearing or 
reading this material, then shame on you.
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My first eye opener

I remember being told the food chart taught to a whole generation 
was actually created by the Meat and Dairy Association.  Amazing 
when you think about it. The Meat and Dairy Association creating a 
chart to their benefit, then pushing it through as an accepted 
standard and using the public school system to pass on their message.
With that in mind let me pose this question:  

Who is telling you how to invest in the market, and to whose 
benefit does it mostly serve?

And if you are wondering, yes, I certainly wish when I was younger I 
had heard or read this material.  However, to be honest, like most, I 
wouldn’t have listened and would still have needed to live the story in 
order to write about it.

As a point of clarity let me explain I am not suggesting you don’t 
invest and don’t use a financial advisor.  What I am proposing is you 
stay away from being solely invested in the swings of the market.  It is
not the market I have issues with; it is what it is.  My problem is how 
companies convince, through advertising, the individual investor to 
get involved in something they may not fully understand.  It can be 
difficult for an individual to learn and keep up with what they need to 
know to survive the market.  I know, as I tried to do just that for 
years.
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My Story Begins: 5 Lessons Learned

Each work and life experience, along with my very brief retirement 
experience, taught me something about investing, but my lesson was 
only completed after becoming a licensed financial advisor.  The next 
few minutes describe what I learned about investing during my years 
prior to passing the exams.  The conclusion being a better 
understanding of why I should have invested in minimal or lower risk
strategies.

Lesson One

After landing my first real job I began putting fifteen percent of my 
income into a savings account.  Soon after, I received a call from my 
banker.  I’d heard of The Banker from my parents and believed I was 
supposed to pay attention to what he said.  So, when he suggested 
meeting with me, I did as instructed.  His pitch to get me into his 
office was enlightening me to the fact that I had too much money in 
my savings account.  He said he had something more suitable for a 
client like me.  We met, he became my advisor, and I became an 
investor.  During our meeting I had no idea what The Banker talked 
about, but he made it clear it’s what people like me do, so I jumped.

What I should have said when he called was, “Why are you snooping 
around my account?”

I should have gone to the bank, closed my accounts, and taken my 
banking affairs elsewhere.  

My investment account went up, went down, went up, went down … 
and after about five-years, the net gain was a whopping three percent.
Which, I must admit, was better than the savings account.  

However, what was most important during this five-year period was I 
received statements, The Banker spoke to me when I stopped by the 
bank.  I tracked my portfolio via the Wall Street Journal (the internet 
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didn’t exist) and I chatted with friends about investments.  With all of
them seemingly to know more than me.  Okay, no harm done.  I was 
young, it was fun, and I kept running.  The most notable part of the 
experience was my introduction to the market, and I became 
convinced it was the only place a person like me should put their 
money. 

Low risk investments are for sissies,” I thought.  “The market is the 
only place to beat inflation,” I often quoted, proudly.

Lesson learned:  Don’t be influenced by implied status.
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Lesson Two

I went into sales, was single, and living in Atlanta.  Suddenly money
was pouring in faster than I could spend it, try as I might.  Since
my excess income was high I increased my savings rule (or should
I say investment rule) to twenty five percent.  An account grows
quickly when you are earning a high six-digit income and have
virtually no cost.  

This is when a coworker of my same age and status said, “Get
serious man, move your money away from the bank and put it with a
real financial advisor!” 

I met his advisor, moved my account.  The account went up, went
down, went up…then crashed!  My account was cut in half.  But
guess what?  I didn’t care.  Some twisted side of me enjoyed
drowning my sorrows with my colleagues while comparing losses.
I was in the click. Even with this tragedy, for two reasons my faith
in the market wasn’t rattled.  

First, I was brainwashed into believing this was how you became rich.
“You can’t get there by playing it safe,” people told me.  

Second, I was earning money so fast that what happened to my
account didn’t matter, as I would recoup the loss when the market
rebounded.  I bet you’ve heard that line before, haven’t you?  I picked
it up from the investment journals I read.

I got lured in, became a believer in the market and didn’t look back.
Had I thought about getting out, I didn’t know of other options.  I
believed the advertisements and periodicals and also thought it was
how people like me invest.

As mentioned earlier, my friends and I even referred to is as,
“playing the market.”

Lesson learned: Don’t succumb to peer pressure.
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Lesson Three

An opportunity to take a consulting position in Europe came my way 
and I moved to Poland, which is also where I met my wonderful wife.  
Without access to a financial advisor, I began self-managing my 
investments.  For seven years I managed my account, and did quite 
well until the dot-com crash.  Bam!  Once again, half of my portfolio 
was wiped out.  It was gone before I could put a sell order on the 
investments held in my account.  It was like trying to catch a falling 
knife.

The irony of this period was I knew my wealthy employers only had 
holdings in minimal risk investments.  I justified my aggressive 
viewpoint by believing they had made their millions and gotten out, 
walking away from the table with their winnings.  Me, I wasn’t there 
yet and still needed to be in the market. 

“Besides,” I would say, “I have to stay in to make back my 
losses.”

Years passed, I kept pumping money in and sure enough my account 
value climbed to the point I had been hoping for, so I retired.  With 
my long-term financial goal achieved, my wife and I went to Central 
America.  Our plan was to search out a small lot on the beach and live 
off the earnings from my account.
I was 40 years old. 
 
Lesson learned: Don’t believe your own lies.
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Lesson Four

We traveled through Central America, mostly on chicken-busses, 
until we found the lot of our dreams, which we bought.  It’s on a surf 
beach in Nicaragua and remains undeveloped.  Why?  Two reasons: 
First, the events of 9/11.  Second, a chance encounter with a seventy-
year-old American.

While in Nicaragua, a different reality set in that took a couple of 
months to solidify in my brain.  Not only was I not pumping money 
into the account, I was taking money out.

Oh. 
My. 
Gosh.  
My account plummeted!

I never dreamt a terrorist attack on America would decrease the value
of company stocks worldwide.  The companies were the same as the 
day before, as were their products.  The eye opener was this: The 
market is about something else.  Silly me, I believed company values 
were based on the ability to generate profits. Now I see it can be based
on random events beyond anyone’s control, which introduces a whole
new element to being in the market.

While lying on the beach, I had visions of how this type of market 
crash could effect people who could not react in time.  I saw how 
easily a person could lose it all and wake up stuck somewhere without
funds to live…or leave.  I met a seventy-year-old man, who at age 
sixty-five did what I had done at forty. Unfortunately, going back to 
work was not a possibility for him.  I do not know what ultimately 
happened to him because my wife and I, to head off a financial 
catastrophe, packed up and moved to sunny South Carolina. The last I
knew, he had moved to a campsite, which cost 10.00 per day, and was
relying on his daughter to send him money from the United States.  
While evaluating my options in South Carolina, and managing the 
remains of my portfolio, it hit me: Become a financial advisor!
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And why not?  I had been managing my investments for years.

Initially I hesitated, thinking, ‘they,’ the financial advisors, knew 
things about investing I didn’t.  As it turns out, I knew things they 
didn’t!  I had been on the receiving end of their ideas, whereas most 
of them had not, and it was never their money at risk!  If you lose in 
the market, you have to adjust your lifestyle, look for work, and tell 
your family how a lifestyle change is on the horizon.  The advisor, 
well…he is upset, but he keeps searching for investors while hoping 
your account rebounds.  

While training for financial advisor exams, I observed others in class 
and realized most didn’t have a wide range of work experiences.  In 
fact, many were straight from a university.  What an irony! There are 
people advising others without having their own true understanding 
of what it takes to create a portfolio.  They don’t realize what a person 
sacrifices to accumulate funds.  They just see the numbers.

Before passing the exam I had all intentions of being like the advisors 
whose services I had engaged years before.  However, after now 
having learned how it works I realized something else…

Lesson learned: There are forces beyond our control influencing the 
market.
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Lesson Five

In becoming a financial advisor I realized how ignorant I had been 
during my eighteen years prior.  If I had known then what I know 
now, I would have placed the majority of my investment funds into 
lower risk stategies and focused on what I did best…working and 
making more money to put into lower risk investments.  Throughout 
life we get squeezed from all sides, make sacrifices, and hopefully 
accumulate extra cash.  We should use this cash to build wealth 
slowly and methodically.  To remind myself of this concept, I keep a 
copy of The Tortoise and the Hare on my desk.

With this viewpoint, I’ve decided to fight for the group I know best:  
The person who works hard, saves when possible, and knows many 
people rely on their good judgment.

Lesson learned:  The risk of loss is too high when measured against 
the possible return.
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Keep It Simple

After all of my experiences, my great enlightenment is this:  Create 
wealth by being smart and putting money into prudent investments.  
Don’t become convinced playing the market will make up for what 
you don’t get from patience and perseverance.  Preserve your hard 
earned money and don’t fall victim to all the noise you hear around 
you.  The market is not the only way to get there.  Your investments 
should slowly grow in value and you should focus on your profession, 
which provides you money to put into the investments.  That is how  
individual investor wins.

A friend challenged my investment ideas with the following 
statement.  “I understand your view, but the market is the only way to
beat inflation.”

“Really,” I said. “You lost forty percent of your portfolio in 2008. How
is that beating inflation?  If an account loses 40 percent, it must gain 
back 67 percent just to break even.  You call that beating inflation?  
How long will it take your account to post a 67 percent gain?” 

After eighteen years of ups and downs, other than the excitement of 
big gains and losses, I ended up with 18 years of distraction and false 
hope.  I lived it, and now I’m a financial advisor who devotes my time 
to helping investors who are ready to get off the rollor-coaster and on 
to the merry-go-round.  Investors who like personal attention, want 
to understand their investments, and to understand why they have 
the investments they have.  As much as I am an advisor, I am also 
now an educator.

For those who like playing the market, consider this.  If you take a 
trip to a casino would you take there every dime you possess?  If your 
answer is yes, then play the market.  If your answer is no, put a 
percent in the market, but keep the majority in lower risk strategies 
out of the market.  

To determine how much of your funds should be where, apply this 
simple formula:

100 - your age = ___
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Your age represents the percent of your portfolio in a lower risk 
strategy.  The remainder represents what could be in a more volitile 
strategy.  Do this equation then look at how your portfolio is split. If 
you are out of balance, or you cannot determine what percent of your 
portfolio is in what category, then ask your advisor for an 
explanation.  If you are not satisfied with the explantion then 
consider finding another advisor and a more suitable strategy.

It’s just a suggestion…

When interviewing a potential new advisor don’t say why you want 
the review.  When the advisor gives you his opinion, check it against 
the formula.  If it works, great! If not, keep looking.  Another question
for the advisor is: What registrations do you hold?  Different 
registrations allow the advisor to make different investment 
suggestions.  Make sure he can do what you want, as opposed to 
having him convince you to do what his registrations permit.

An advisor should give you a free, no obligation, second opinion.  So, 
why not ask for one?  Why people refuse to get second opinions is 
something I will never understand.  They will get a second opinion on 
repairing a car, but not on their investment account(s).  Realize your 
financial well being is at stake.  You might be retired for the same 
number of years spent working.

Another point to consider

If you cannot interpret your statement, and your advisor cannot 
explain it in a way you understand, then you really should consider 
making a change!  I am shocked at how many people show me their 
statement and do not know how their money is invested, or why.

It is your money and you are most likely, somehow, paying for 
services.  Invite your advisor to come to your house and sit with you 
until you understand how your money is positioned.  If he won’t do it,
then you may want to consider finding an advisor who will.  There are
those who do things the ol’ fashioned way.

Remember, you are the client.  
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Why I do what I do

After receiving my license, it took about a year for me to solidify my 
new philosophy towards investing.  I am on a mission to speak to 
anyone willing to listen, particularly to retirees or those who don’t 
want to be in the market but feel pressured to do so.  If you fit either 
category, don’t get pushed around by marketing and sales tactics.  It 
is your money, take a stand.

After I realized I should have mostly only been in low risk 
investments, I further realized I don’t enjoy going to the casino, and I 
don’t like gambling.  So I stopped doing it.  Ultimately the may take 
back all of your gains.  Don’t succumb to the pressure.  Don’t listen to 
hired guns on television.  Use common sense and understand there is 
always a hot stock you just missed…and another one coming.
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Common issues that can lead to loss, or, The Seven Deadly Sins Committed
by the Individual Investor

1. Fear of change.  Holding on to what you have.  Don’t 
become attached to your investments.  Investments are a 
means to an end.

2. Greed.  When the market goes up, greed takes over and 
people are not willing to pull their winnings off the table.  

3. Short-term perspective.  Investing is a marathon, not a 
sprint. Avoid the get-in/get-out trap.

4. Familiarity Fallacy.  Slipping into a comfort zone and 
refusing to believe there may be a better way.

5. Hot-stock chasing.  By the time you hear about it, you 
missed it.  Just let it go.

6. Overconfidence.  Being convinced you know everything 
and not willing to listen to reason.

7. Phase of life denial.  There are three phases people 
typically fall into; accumulation, preservation, and 
distribution.  If using an advisor, find one that specializes in 
your phase of life.
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Something Extra – For Free!

This next section is especially for retirees, or those nearing 
retirement, as I worry about you the most (I’ve been there, done that, 
remember?).  I’ll never forget the seventy-year-old man in Nicaragua. 

Point 1: If you are not consistently pumping money in, it is difficult 
to rebound, even from the smallest decline.  

Point 2:  If you are taking money out, it is even more difficult to 
rebound. 

Point 3: Retirement investing may require the services of an advisor 
who works in the retirement arena.  During what period of life did 
you meet your current advisor and does the match still fit?  

Point 4:  Retirement should be about doing things you enjoy, not 
worrying about losses in your investment account.

Point 5: No one wants to run out of money when they are seventy-
something.  I learned that lesson at age forty-four and could go back 
to work. Who wants to retire to a golf community and not be able to 
afford the green fees.

Point 6:  You may no longer be ten feet tall and bulletproof.  Can 
your spouse take over the investment account in your absence?  
Simplify.

Point 7:  If you haven’t accumulated enough funds by the time you 
retire, don’t try and make up the shortage by aggessively playing in 
the market.  Protect what you do have, as others depend on your 
decisions.
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Are you being herded?

Following one of my presentations a nice woman commented, it’s too 
bad I’m not allowed to speak at her place of employment.  I then 
learned the employer had an agreement with the broker servicing the 
401k plan, which states no other financial advisors can speak to 
employees while they are at work.

Imagine that. In this instance the broker has blocked the employees from 
learning anything other than what their representatives want them to know.

Remember: Different registrations allow the advisor to make different
investment suggestions.  Make sure he can do what you want, as 
opposed to having him convince you to do what his registrations 
permit.

Conclusion

The purpose of this material is to explain a rather simple concept.  
Invest according to your risk tolerance and keep a portion 
invested in lower risk investments. Realize there are elements 
influencing the market beyond your control. 

It is that simple.

Final words

Many people keep their dreams on hold because they are afraid of
losing their nest egg.  The goal is to get the most out of life while using
and preserving the nest egg.  Let the investment account grow slowly

and methodically, without you getting in the way.

Be prepared, 

You may actually live to age 100!
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