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Ten Top  
Investor Blunders

One of the most important, but often overlooked, keys to successful investing is steering 

clear of costly mistakes. In this Special Report, we present our top-10 list of investor blunders—avoid these mis-

steps and your portfolio will be better-equipped to meet your long-term goals. 

10.  BUYING AN ANNUITY IN A  
TAX-DEFERRED ACCOUNT: 

One benefit of an annuity is that your money grows tax-
deferred. But any investment you put inside an IRA or 401(k) is 
automatically tax-deferred, so there is no tax benefit to using 
an annuity inside a tax-advantaged plan. This can be an expen-
sive mistake, because annuity fees are generally much higher 
than those for comparable mutual funds. It makes no sense to 
pay more for a feature you don’t need. There may be a place 
for an annuity in some investors’ portfolios, but a tax-deferred 
vehicle such as an IRA or 401(k) is not it. 

9. LOSING GROUND TO INFLATION: 

This is one of the cardinal sins of investing. No one likes to 
lose money, but investors who park the bulk of their assets in 
conservative positions such as money markets in an attempt 
to avoid the volatility of the stock market could be putting 
their future at greater risk. They face the likelihood that their 
investment portfolio’s growth won’t keep up with the pace of 
inflation. If your investments don’t earn more than the rate of 
inflation, your purchasing power falls. That is, what you earn 
today won’t be enough to cover the future inflation-adjusted 
costs of tomorrow. If you held large sums in cash over the past 

few years, you indeed lost 
ground once you factor in 
inflation.

The lesson here is that 
virtually all investors will 
benefit from investing at 
least a portion of their 
portfolio in assets such 
as stocks and bonds that 
have the ability to grow at 
rates that beat inflation by 

a large margin. That’s the only way to ensure your purchas-
ing power will remain strong over time.

Subtract the long-term average annual inflation rate of 
about 3% from the average annual returns for various asset 
classes to the left, and it becomes quite clear that stocks offer 
the best shot at beating inflation by a large margin.

8. THINKING INDEXING IS A LOW-RISK STRATEGY: 

Even with dividends reinvested, the S&P 500 declined 51% 
during the 2007 to 2009 bear market. It took 42 months, or 
three and a half years, for the index to recover that loss. 
People who invested in index funds thought their “diversi-
fied” holdings would protect them in a downturn. But an 
index of large-cap stocks is not true diversification. 

7. HOLDING OVERLAPPING POSITIONS: 

One word: Janus. Tens of thousands of investors thought 
that a basket of Janus funds would provide the diversifica-
tion they needed. Big mistake. Many of those funds held 
overlapping positions that declined in concert when the 
tech bubble burst in 2000. 

Stocks Outperform
Avg. Annual Return

Stocks 10.7%
Bonds 5.9%
Cash 2.4%

Note: Table covers total annualized 
returns over the 30 years through 
12/31/2020. Stocks are represented by 
the S&P 500, bonds by the Bloomberg 
Barclays U.S. Aggregate Bond index and 
cash by 3-month Treasury Bills.  
Source: Morningstar.

Inflation Cuts Into Cash Returns

Cash (3-month  
Treasury Bill) Inflation

Real Return  
of Cash

2013 0.1% 1.5% -1.4%
2014 0.0% 0.8% -0.7%
2015 0.1% 0.7% -0.7%
2016 0.3% 2.1% -1.8%
2017 0.9% 2.1% -1.2%
2018 1.9% 1.9% 0.0%
2019 2.1% 2.3% -0.2%
2020 0.4% 1.4% -1.0%
Note: “Inflation” is represented by the SBBI US Inflation index.  
Source: Morningstar.   
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6. TAKING UNNECESSARY RISKS: 

When markets are rising, everyone wants to get into the stock 
game. In the late ’90s, technology stocks were booming and 
many investors forgot about how risky they could be (this 
theme may be at play today, given tech stocks’ strong two-
plus-year run of outperformance). Rather than maintain a 
diversified balance of holdings, many investors loaded up on 
tech-heavy mutual funds and their losses were severe when 
they crashed back to Earth in the early 2000s. 

5.  LETTING EMOTIONS GUIDE YOUR  
INVESTMENT DECISIONS:

One of the most difficult tasks for investors is to manage their 
emotions. How many times have you wished you’d sold one 
of your holdings but couldn’t bear the thought of taking a 
loss? Even more difficult for many is selling their winners. 

At Adviser Investments, we know that most investors’ risk 
tolerance notches up in a bull market and cascades down 
in a bear market. One advantage of having an investment 
adviser is that you’ve got a dispassionate ally on your side 
committed to long-term results, ready to make the tough 
decisions in your portfolio in both bull and bear markets.

4. CHASING PERFORMANCE: 

Last year’s big winner is often this year’s big loser. In 2016, 
the Russell 2000 index, a benchmark for small-cap stocks, 
outpaced a wide range of market indexes by returning over 
21%. The next year, the tech-heavy NASDAQ Composite led 
the field with a nearly 30% return; the Russell 2000 lagged 
with a relatively weak 15% gain. In 2018, cash gained 2%, 
beating out the NASDAQ (-3%), small-cap stocks (-11%) and 
even the broad bond market (0%). But in 2019 and 2020, the 
NASDAQ was back on top, up 37% and 45%, respectively, 
while cash returned 2% and less than 1%, putting it at the 
back of the benchmark pack.

Chasing performance is especially risky when you try to 
make short-term gains in hot stock sectors. For example, if 
you jumped into energy stocks as they gained 28% in 2016, 
you would have suffered disproportionate losses during 

2017 and 2018, when they lost 2% and 19%, respectively, as 
the worst-performing market sector in both years.

So while you may hear friends bragging about outsized 
short-term gains, ask them about their overall returns. 
Chances are, if they’re chasing performance, their long-
term returns have suffered. 

3. PENNY WISE AND POUND FOOLISH ON FEES: 

If there’s anything we hate at Adviser Investments, it’s pay-
ing unnecessary fees. We specialize in no-load mutual 
funds from two of the most cost-effective fund families 
in the world: Vanguard and Fidelity. Low fees aren’t all we 
care about though; it makes no sense to invest in a low-
cost fund that doesn’t deliver strong performance. At the 
end of the day, it’s your net return that matters most. High 
expenses are a drag on performance, but the best of man-
agers can overcome that disadvantage. 

2. IGNORING YOUR FUND’S MANAGER: 

At Adviser Investments, our focus is on the manager—not 
the fund. As you know, mutual fund managers come and go 
with regularity. Our focus on the managers helps us know 
their track records no matter which fund they’re running. 
This takes much of the guesswork out of buying funds or 
finding the best substitute for a closed fund.

1. UNREASONABLE EXPECTATIONS: 

While investment market returns can be quite volatile over 
short periods of time, over longer periods, returns have 
been more predictable: About 10% per annum for equities; 
closer to 6% for bonds. Beware of any adviser who prom-
ises significantly greater returns than those historical aver-
ages. If it sounds too good to be true, it probably is.

Find Blunder-Free Peace of Mind
At Adviser Investments, we’ve been helping people avoid  
these blunders and more since our founding in 1994. To  
find out how we can help you, call us at 800-492-6868 or 
email us at info@adviserinvestments.com.

This material is distributed for informational purposes only. The investment ideas and expressions of opinion may contain certain forward-looking statements and should not be viewed as 
recommendations or personal investment advice, or considered an offer to buy or sell specific securities. Data and statistics contained in this report are obtained from what we believe to 
be reliable sources; however, their accuracy, completeness or reliability cannot be guaranteed.

Our statements and opinions are subject to change without notice and should be considered only as part of a diversified portfolio. You may request a free copy of the firm’s Form ADV 
Part 2, which describes, among other items, risk factors, strategies, affiliations, services offered and fees charged.

All investments carry risk of loss and there is no guarantee that investment objectives will be achieved. Past performance is not an indication of future returns. Tax, legal and insurance 
information contained herein is general in nature, is provided for informational purposes only, and should not be construed as legal or tax advice, or as advice on whether to buy or sur-
render any insurance products. Personalized tax advice and tax return preparation is available through a separate, written engagement agreement with Adviser Investments Tax Solutions. 
We do not provide legal advice, nor sell insurance products. Always consult a licensed attorney, tax professional or licensed insurance professional regarding your specific legal or tax 
situation, or insurance needs.

© 2021 Adviser Investments, LLC. All Rights Reserved.

0921


