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The Markets

Investing during the month of December was like traversing an icy mountain stream. It delivered a
staggering shock to the senses that triggered the instinct to, “Get Out!”

When it comes to investing, that instinct is called loss aversion. For many people avoiding a loss is
more important than realizing a gain. Simply put, not losing $100 is more important than gaining $100.

Erica Goode of The New York Times talked with psychologists Daniel Kahneman and Amos Tversky
about a series of experiments they had conducted to measure loss aversion. The pair found relatively
few people would bet money on a flip of a coin unless they stood to win at least twice as much as they
might lose.

The desire to avoid losses is the reason many people sell stocks when the value of the stock market is
declining. Unfortunately, it may be a poor choice for a variety of reasons. For example,

• Downturns are temporary. The Schwab Center for Financial Research evaluated the
performance of the Standard & Poor’s 500 Index since 1966 and found, “the average bull ran
for more than four years, delivering an average return of nearly 140 percent. The average bear
market lasted a little longer than a year, delivering an average loss of 34.7 percent.”

While past performance is no guarantee of future results, understanding the history of gains and
losses in bull and bear markets is critical because it can help investors avoid potentially costly
mistakes.

• Markets rebound. Consider December 26. It was the best day for stocks in nearly a
decade. The Dow Jones Industrial Average rose 1,000 points, posting its biggest daily gain in
history. 
Investors who were not invested in stocks missed an opportunity to participate in a market
rebound. Despite significant gains late in the month, there is a chance this will be the worst
December performance since 1931, reported MarketWatch.

• Your long-term life and financial goals haven’t changed. Sometimes, investors have to
traverse an icy stream, or muck across a muddy patch, as they move toward their goals. Your
portfolio should be built to help you pursue specific life and financial goals. It may be well
diversified to help moderate losses when you encounter challenging market conditions.
Consequently, if your long-term goals have not changed, selling during a downturn could make it
more difficult to reach your goals.

However, if you’re experiencing a high level of discomfort as the stock market fluctuates, it may
be important for you to re-evaluate your risk tolerance and make any changes necessary to
your asset allocation.

One of the most important aspects of our work as financial advisors has little to do with asset
management or investment selection. It has everything to do with helping our clients make better
financial decisions. We try to provide information and advice – coaching, if you will – that may help our
clients avoid mistakes that may make it more difficult to achieve their goals. We also encourage clients
to embrace choices which are likely to help them work toward their goals.

If you find yourself debating whether to hold your investments or sell them, please give us a call before
you do anything. We welcome the opportunity to talk with you about what’s happening and offer some
context which may help set your mind at ease.

If changes are necessary, we can help you identify options and weigh the pros and cons of each. Our
goal is to help you work toward your goals.

 



SYNAPTIC PRUNING AND HABIT STACKING…If you have some New Year’s resolutions
you would really like to keep then you may want to try habit stacking. It’s an idea that harnesses
brainpower to help you achieve your goals.

Brains are powerful tools. They help us form connections and, when those connections are no longer
used, our brains conduct synaptic pruning to get rid of the connections, according to James Clear
author of Atomic Habits.

As a result, our brains are full of strong connections that support certain skills. That’s the good news.
The bad news is, by a certain age, we’ve trimmed a lot of neurons, which can make it challenging to
form new habits. Clear wrote,

“When it comes to building new habits, you can use the connectedness of behavior to your
advantage. One of the best ways to build a new habit is to identify a current habit you already
do each day and then stack your new behavior on top. This is called habit stacking… For
example:

• After I pour my cup of coffee each morning, I will meditate for one minute.
• After I take off my work shoes, I will immediately change into my workout clothes.
• After I sit down to dinner, I will say one thing I’m grateful for that happened today…”

Once you’ve mastered habit stacking, you can begin to form chains of habits. Imagine where
that could take you!

Weekly Focus – Think About It

“Excellence is an art won by training and habituation: we do not act rightly because we have virtue or
excellence, but we rather have these because we have acted rightly...”
–Will Durant, American philosopher

P.S. Please feel free to forward this commentary to family, friends, or colleagues. If you would like us
to add them to the list, please reply to this email with their email address and we will ask for their
permission to be added.
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