Invest with your brain not heart for best chance at profit

oday I'm going to
tell you a story about
how a business pro-

fessor said he would con-
sider allowing my 14-year-
old son to invest $100,000
of his money.

This story provides a
humourous insight into an
investing mistake  many
investors malke.

Several business profes-
sors and I were talking after
lunch a few years ago and the
conversation shifted to
investments.

Those types of conversa-
tions most often concentrate
on successful investments
that have turned out to be
quite profitable.

One of the professors
made a lot of money based on
an advisor’'s recommenda-
tion.

Of course, everyone wants
to find that perfect advisor
with the golden touch of
knowing what investment to
buy and when.

With the emotions of fear
and greed influencing our
investment decisions, a suc-
cess story like this can trig-

ger the feeling of greed; that
desire for us to want that
windfall as well.

At that point I told them
of someone I knew who had
invested $1 million and after
just three months had made
a profit of $300,000. That is a
30 per cent return, which
translates into a 120 per cent
profit per year.

There was a great deal of
interest in my story because
there is not an investor out
there who would not like to
have that kind of profit.

The $300,000 windfall is
very misleading because
there is the implied assump-
tion that once you have made
that kind of money it will
happen again.

That is entirely wrong. If
you are flipping coins and
correctly guess getting five
heads in a row, the next time
you flip, you have an equal
chance of getting either a
head or a tail, regardless of
your past success.

We understand how that
works when flipping a coin,
but when it comes to invest-
ing, that fundamental wis-

dom seems to escape us.

There is extensive research
and manager past perfor-
mance data proving that
investing is often just a guess.
There is no golden touch
that consistently allows one
investment manager the
ability to just pick the win-
ning investments.

Now back to the lunch
conversation.

I asked a question. Who
would consider giving the
person in my story $100,000
to invest? One professor vol-
unteered.

That is when I told him
the investor in this story was
my son, a Grade 7 student.
His assignment was to com-
pete with other students, in a
$1,000,000 investment exer-
cise.

In reality you would not
give a 14 year old money to
invest. Any investment suc-
cess my son might have had
in a school project does not
translate into future chances
of success.

As it turns out, that is
what happens with the most
seasoned investment manag-
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ers. One year they might do well and the next
year they might fail.

Manager consistency is something that
has gotten worse over the past several
decades. There is significant evidence sug-
gesting stock values are fairly and accurately
determined by the market.

Therefore, there is no ability for investors
or their managers to consistently beat the
market; whether you are a 14 year old stu-
dent or a well regarded investment manag-
er.

You can try to outsmart the market but
over the long-term you will not succeed.

If you want proof then examine your own
investment returns over the last decade.

REGION

Or review the past performances of mutu-
al funds.

Some years you will be successful and
some years you will not.

So there is a moral to the story. Invest
with your brain and not your heart.

Invest in an extremely well diversified
portfolio. Have stocks from all parts of the
world and in all types of industries.

Over the years the stock market has done
fine. Take those returns and be content.

Try to resist the feeling of greed by pick-
ing the best stocks or the best managers and
then the best time to invest.

Recognize misleading investment success
stories for what they are. They are just sto-
ries.

Try to ignore the hype.

Remain focused on what is proven to
work and build an extremely well diversified
portfolio.

— Submitted by Peter Watson, MBA,
CFR R.EP, CIM, FCSI. In 1991, Peter found-
ed Peter Watson Investments in Oakuville.
Peter can be reached at 905-842-2100 or
visit the website at www.peterwatsoninvest-
ments.
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Bqu Brush Call-in Collection

Bulk brush is collected by
appointment only. Scheduled
bulk brush collection occurs
from April 4 to December 16,
2011. You must schedule bulk
brush collection before placing
material out for pick up. Note:

Book your bulk brush collection:

your scheduled collection date
may be two to three weeks
from date of call.

e Call Halton Region by dialing 311 or 905-825-6000 or 1-866-4HALTON (1-866-442-5866)

or TTY 905-827-9833.

e Halton Region will schedule the next available date for your bulk brush to be collected.

On your scheduled bulk brush collection day, place items at the curb by 7 a.m. and no
sooner than 5 p.m. the evening before. Bulk brush must be placed at the curb in front of
your address where waste collection normally occurs.

Bulk brush must be placed in a maximum of one pile no larger than 3 m long x 1.8 m wide
x 1.2 m high (10 ft x 6 ft x 4 ft), with branches a maximum of 7.5 cm (3 in) in diameter.

Bulk brush must be free of loose debris such as leaves and trimmings.

Unscheduled bulk brush or bulk brush larger than the specified dimensions will not be

collected.
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