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hether it’s a conscious decision to avoid
w realizing a paper loss or not paying

enough attention to your mix of assets,
most of us at one time of another have committed
a costly investor mistake.

Sometimes understanding why we do the
things we do can help us avoid the recurring
investing pitfalls. The following provides a brief
look at why we make some of the most common
and expensive investor mistakes.

By far, one of the most common and costly
mistakes involves holding on to a losing stock or
investment. In all aspects of life there is a natural
tendency for us to have the big comeback story,
one where we’re down and out but come back to
make it big ... or at least not lose so badly.

That sentiment is similar to how many inves-
tors look at a losing stock. It hurts psychological-
ly to realize that paper loss — so much that many
investors hang on and hope.

Many times hope comes with a painful oppor-
tunity cost attached — not only in the form of a
realized paper loss, but also in the opportunity
cost of not investing those funds in an alternative
with the likelihood of a better return.

While a lot of investors don’t want to realize
a paper loss, some do the exact opposite — they
avoid a realized gain to avoid its tax conse- =
quences. That disdain for paying taxes can lead to
holding onto investments too long, turning a tax
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