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In last month’s commentary, we discussed some of the key mistakes we 
saw investors making in 2019, which in many ways repeated the 
investment mistakes of 2018.  The 2019 mistakes mainly consisted of 
sitting in cash during the majority of the stock market’s recovery from 
December 2018 low levels, followed by buying back into stocks in April 
after stocks had already recovered. This behavior of selling low and 
buying high reflects the opposite of the “buy low, sell high” mantra that 
almost all investors know as the path to profits. Unfortunately, it turns 
out that investors on average did in fact buy back into stocks just in time 
for a market correction in May. In this commentary, we’ll discuss a new 
key mistake that many investors made during May, and explain what 
investors should do now to position themselves for success in the midst 
of the current market correction(1)(2)(3). 

The past twelve months have tested and tried investor patience. They 
have also demonstrated the importance of remaining committed to a 
long-term investment strategy. After reaching all-time high levels last 
September, stocks declined 20% into the end of December. Mutual fund 
and ETF fund flow data showed that investors poured money into stocks 
towards the peak of the market last September, and then sold after the 
market declined, essentially buying high and selling low. We understand 
the emotional and mental impulses at work that cause investors to buy 
when everyone else buys, and sell when everyone else sells. But 
unfortunately, these short-term impulses ended up costing investors a lot 
of money. Within four months, U.S. stocks once again hit new record 
levels in April of 2019. So, investors who focused on the short term and 
sold out of stocks in December missed out on both a large move upward 
in stocks prices, as well as dividends. Investors who maintained patience 
and a long-term view continued to collect dividends through the market 
turmoil, and also benefited from a very large upward movement in stock 
prices(1)(2)(3)(4)(5).  

The conflict between short termism and long termism has continued 
through May of 2019, with individual investors once again committing the 
mistakes that cost them money in 2018. According to organizations that 
track investor behavior, individual investors and their advisors heavily 
bought back into stocks in April after stocks had already recovered 
upwards. These investors ended up buying back into stocks just before a 
7% drop in stock prices in May. To make matters worse, according to The  
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Wall Street Journal, investors as a whole then sold stocks again after they went down in May. The behavior this 
year and last year explain why investors lost twice as much money as the S&P 500 in 2018, and also explain why 
the average individual investor has gotten a 1.9% average annual return over the past thirty years. Yes, the 
average individual investor has lost money over the past thirty years after accounting for inflation(1)(2)(3)(4). 

When you think about it, it’s a great societal tragedy that the average individual investor has lost money after 
inflation over the past thirty years. Yet few people know or think about this. The average investor spends a 
lifetime working for their money, but they rarely succeed at getting their money to work for them. Rather than 
taking a big-picture, long-term view, many investors become victims of short-term investing by attempting to 
react to market swings and time the market. Our Group views our overriding purpose as generating the long-term 
return needed for each of our clients to achieve their lifelong financial goals. A long-term return well in excess of 
what the average individual investor earns. 

Our Group employs a multi-point strategy in successfully shepherding our clients through a long-term investment 
horizon:  

1. We take over the investment decision making on behalf of our clients so that investment decisions don’t 
get made on the basis of short-term market movements and emotional ups and downs. Our Group would 
never sell or buy an investment simply because everyone else does. For example, we sold stocks this year 
because they reached very high prices, and we held the proceeds in cash and bonds because we have had 
a hard time finding stocks to buy at reasonable prices. But we sold in April when stocks were hitting all-
time highs, not in May after stocks went down. We will continue to hold a higher allocation of bonds and 
cash until we find smart places to put the money. 

2. For clients living off of their assets, we maintain three to five years’ worth of living expenses in cash and 
bonds. This prevents clients from having to sell stock at depressed prices when they need money during a 
market downturn, and allows us to focus on generating an adequate long-term investment return without 
having to worry about short-term stock price movements. 

3. We only invest in high quality investments with a history of stable profits and cash flows. Each investment 
has a proven track record of enduring through a continuous stream of unprecedented crises. This gives us 
confidence that our investments will endure through future crises. 

The substantial market swings over the past twelve months have made it difficult to tune out the short-term noise 
and maintain a long-term focus. But doing so remains the right decision for retirement success. History has shown 
that stocks fluctuate over the short term but increase over the long term. Not a single person in the world knows 
when the stock market will correct and by how much. Trying to guess will result in failure. The best strategy for 
investment success continues to consist in holding several years’ worth of living expenses in cash and bonds while 
maintaining the remainder of your funds in assets that will work for you to generate a solid long-term return. Our 
Group will continue to work for you to take the short-term noise and emotions out of investing, and position you 
for long-term success.  
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Past performance is not indication of future results. 

Investment and insurance products offered through RBC Wealth Management are not insured by the FDIC or any 
other federal government agency, are not deposits or other obligations of, or guaranteed by, a bank or any bank 
affiliate, and are subject to investment risks, including possible loss of the principal amount invested. 

The information contained in this report has been compiled from sources believed to be reliable, but no 
representation or warranty, express or implied, is made by RBC Wealth Management, its affiliates or any other 
person as to its accuracy, completeness or correctness. All opinions and estimates contained in this report 
constitute the author’s judgment as of the date of this report, are subject to change without notice and are 
provided in good faith but without legal responsibility.   

Nothing in this report constitutes legal, accounting or tax advice or individually tailored investment advice. This 
material is prepared for general circulation to clients and has been prepared without regard to the individual 
financial circumstances and objectives of persons who receive it. The investments or services contained in this 
report may not be suitable for you and it is recommended that you consult your Financial Advisor if you are in 
doubt about the suitability of such investments or services. Past performance is not a guide to future 
performance, future returns are not guaranteed, and a loss of original capital may occur. The information and 
services contained herein are intended only for individuals residing in the states that the Financial Advisor is 
properly registered. This report is not, and under no circumstances should be construed as, a solicitation to act as 
a Financial Advisor in any state where the Financial Advisor is not registered.  

To the fullest extent permitted by law neither RBC Wealth Management nor any of its affiliates, nor any other 
person, accepts any liability whatsoever for any direct or consequential loss arising from any use of this report or 
the information contained herein. 

 

 


