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Overcoming the Six Mistakes that Can Destroy your Wealth.

There are common mistakes investors make over and over. These mistakes can have a dramatic impact 
on an investor’s ability to reach his or her financial goals. Some are so harmful that they could destroy 
an investor’s current financial plan—regardless of which plan it is.  

This guide “Overcoming the Six Mistakes that Can Derail Your Investment Goals” was designed to teach 
you what these mistakes are and how you can overcome them. 

Here are the six mistakes you’ll learn about: 

1. Investment Myopia: Focusing on short-term trades and short-term performance.
2. Mismanaged Goal Horizon: Inability to recognize the proper length of time needed to

accomplish goals and manage money accordingly.
3. Bad Timing: Attempting to time the market.
4. True Worth of your Investments: Not understanding the true value of investments.
5. Options Misconceptions: Using options the wrong way, or not at all.
6. Money Manager Missteps: Failing to hire the right type of money manager.
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Mistake 1: Investment Myopia.

We live in a world of immediate gratification. From entertainment to shopping to the markets. People 
want it done well, done cheap, and done immediately. For people looking for entertainment or 
shopping, these requirements may be possible, but for those investing in the markets…no way.  

This problem of short-term gratification may not even be an investor’s fault. We have several news 
channels focusing 24/7 on the global markets. We have the internet, Twitter, Facebook, and other 
mediums where information and news is constant. We have major brokerages (Schwab, TD Ameritrade, 
Fidelity, Scottrade, etc.) that make millions on trading revenue. Despite knowing what is best for 
clients, some of these brokerages spend millions and millions pushing active trading because they make 
a ton of money through commission charges.   

This short-term thinking and psychology comes to a head when investors start making decisions, 
especially during volatile markets. People dump their stocks (typically at the wrong time), buy or sell 
options, or change their entire methodology based on a six-month or even one-year time frame. It’s 
sad. People chase what supposedly has worked in the recent past (last six – 12 months) looking for a 
new flavor of the day because it’s worked in the short term.  

I will tell you that this short-term thinking and constantly changing investment process will not build 
wealth—it will destroy it. I have witnessed it over and over.  

The probabilities of making money in stocks tells the story. As shown in the graph below, the probability 
of making money in stocks increases the longer you hold that stock. 

Source: Bloomberg, S&P, Bank of America Merrill Lynch US Equity & Quant Strategy 
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As shown in the graph, if you buy a stock and plan to hold it for one day, you have a 54% probability of 
making money. However, the data does not take into account taxes or commissions on that transaction. 
If you factor in these fees, then the probability of the trade being profitable goes down.  

From a purely probability perspective, short-term trading is a bad idea. 

With these probabilities in mind, let’s compare what a short-term trader faces versus an investor: 

- Larger commission expenses
- Heavier tax burden on winners
- Inability to compound wealth over time with dividends and the money used to pay taxes and

commissions
- Time as an asset to trade daily or weekly

To put some of these issues into perspective, studies have been done to better understand the impact 
of those first three bullet points (ignore time as an asset) on investing performance.  

Get this--short-term traders have to consistently outperform the market by 25% – 40% annually for them 
to break even versus just buying the market itself.* Taxes, commission costs, and the inability to 
compound wealth over time is a wealth destroyer. 

Investors or traders who can consistently beat the market by 25% – 40% would be the greatest traders 
in history. While this sounds amazing, it just isn’t possible.  

*Ritholtz, B. (July 26, 2014) So you’re the world’s greatest trader? Taxes will fix that.  The Washington
Post.

So what should an investor do? 

This is pretty simple. An investor should relax and play the probabilities of the market. Buy stocks for 
the next two to five plus years. If investors truly understand their goals and understand the stocks 
(we call them businesses) they’re buying), coupled by the consequences of taxes and commissions, 
their desire to trade short term should disappear.  

Mistake 1: Investment Myopia. 
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Mistake 2: Mismanaged Goal Horizon.

One of the first questions we ask a client before we start managing their money is: “What goals do 
you have for this particular account or portfolio?”  

The responses vary but often include: 

• Retirement living
• Vacation
• College funding for a child or grandchild
• New home or home renovation
• Caring for an older parent

Each of these goals is very different, from importance to time frame to dollar amount. 

Investors often make the mistake of throwing all their goals in the same bucket. They treat the money 
that they’re going to use to renovate their home the same as the money they plan to live on during 
retirement. Those goals are completely different and should be treated as such.   

We learned from Mistake #1 that most investors focus largely on the short term. Let’s apply that 
common mistake to some of the goals below. Is a short-term focus really the correct type? 

The other mistake investors make pertaining to these goals is whether or not they are even reasonable 
goals in the first place.  
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An investor MUST understand the impact that renovating a home will have on retirement living. If 
renovating your home is going to mean that you’ll run out of money when you’re 80 years old, should 
you do it?  

It is detrimental for investors to fail to recognize the importance of goals, the time fame, and the 
amount needed to accomplish them.  

So what should an investor do? 

Plan. Not the most exciting answer, but it is the answer. 

At Iron Gate Global Advisors, we help our clients build a long-term plan with all their goals labeled as 
needs, wants, and desires. Time frame and amount of money needed to accomplish these goals are 
also a key part of the plan.  

The technology we have provides clients with a gauge that lets them know whether it’s a high or low 
probability that they accomplish their goals, whatever they may be.  

Obviously if you’d like this type of of detailed planning let us know. We have a financial palnning 
process that we can walk you through.  

Here are some basic steps that everyone should consider: 

 Identify your goals as needs, wants, and desires.
 Identify the time frame associated with your goals.
 Ignore the goals that are “desires” if they impact the important goals, “needs.”
 Develop an investing strategy for those goals based on the time frame.
 Review your goals often to ensure you’re investing appropriately.

Mistake 2: Mismanaged Goal Horizon.
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Mistake 3: Bad Timing. 

Investors, especially those who are trying to manage their own money, are searching for the holy grail of 
investing. They’ll spend thousands of dollars and hundreds of hours looking for something that will lead 
them to the “Promised Land”. That something that should tell them exactly when to buy and when to 
sell. This is a search that, early in our careers, we looked for as well. But here’s the thing…this investing 
Holy Grail that helps you time the market perfectly does not exist.  

Here’s why. 

Investors who search for this investing magic and attempt to time the market face two very important 
and very hard tasks;  

1. Timing the market top to sell.
2. Timing the market bottom to buy.

Even if someone is good enough to get the first one right (selling at the top), chances are very, very low 
that they’ll get the second one right (timing the bottom). To help us understand why this is a loser’s 
game, let’s look at the numbers.  

Below is a table that shows the impact of missing market rallies. In other words, it shows the impact of 
not being able to pick the market bottom. Even if someone is great at timing the bottom, missing out on 
only a few days can have a dramatic impact on results.  
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As shown in the graphic, if an investor misses ONLY the top 10 days (that’s not very many!), returns 
suffer -3.73%. And missing more than 10 days has an even bigger impact.  

The biggest problem investor’s face, the biggest reason why this mistake destroys wealth, is because of 
what lies between their ears—the psychology of investing.   

Here’s the thing. Your brain is designed with a survival instinct. You’ll do whatever you can to survive. 
Hunger, thirst, fatigue, cold, hot…whatever the situation, your brain and your body will fight for life. 
That’s how we’re designed. While this is fantastic for your physical life, it’s horrible for financial survival. 

Below is a common cycle of investor behavior. It includes the feelings that investors go through in the 
short term. From feeling like a genius one minute to thinking the market is not for you, this cycle can 
wreak havoc for those with the wrong mindset—the physical survival mindset. 

Mistake 3: Bad Timing.
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Understanding this cycle is important because it can serve as a tool for self-evaluation. You should often 
ask yourself, “How am I feeling?” or “How are most market participants feeling?” Acting on those 
feelings can be detrimental and can destroy your wealth. Instead, investors should do the exact opposite 
of how they feel. 

Take 2014 for example. That year the market (S&P 500®) returned a pretty solid +13.7%. The interesting 
thing was that most of that positive return came in just 10 days. If you missed the best 10 days that year, 
you would’ve ended up with a -3.1% return. The hard part, however, was that most of the “best days” 
came after a little market volatility. Here’s a snapshot of some (not all) of the volatile moves in 2014. 

Mistake 3: Bad Timing. 
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By following, like most investors do, the psychological cycle shown and selling at those moments when 
the market is down 5% or 10% (when you’re the most afraid or depressed), you’ll miss the days when 
the market is up 8% and 14%. This concept of buying high and selling low is a recipe for disaster. 

So what should an investor do? 

The first thing an investor needs to do is understand the time frame for your investments (Mistake #2). 
Once this is done, you should build your portfolios in a way that day-to-day market volatility has little to 
no impact on you.  

Here are two examples: 

- A 55-year-old has another 30 plus years’ worth of live left. Believing that six months or even one
year of a bad market is going to destroy the next 30 years is naïve. At age 55 you’re still a long-
term investor. The bigger risk with trying to time the market is that you may run out of money
before you die.

- If you have an emergency fund, which hopefully you do, that you want to invest (with a time
horizon that is unknown), there is nothing wrong with investing in a two-year certificate of
deposit (CD). Making some money is better than making no money at all (think regular bank
account) or losing money by trying to time the market.

After gaining a full understanding of your goals (Mistake #2), the next thing that an investor should do is 
turn off the noise. If you watch business news channels, read blogs or websites, or attend investing 
conferences that make you anxious, scared, or even gives you the confidence to try and time the 
markets, STOP. Turn it off, walk out, unsubscribe—do whatever you need to do to turn off the noise. 
The statistics, and our experience, speak loud and clear that trying to time the market is a loser’s game.  

Mistake 3: Bad Timing. 
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Mistake 4: True Worth of your Investments.

An investor that we follow closely is Mr. Howard Marks. Mr. Marks is one of the best value investors 
of the modern era. His firm’s (Oaktree Capital) distressed debt fund has earned investors 19% 
annualized returns over the past 23 years. For good reason we closely follow his actions and read his 
famous memos. In his book The Most Important Thing, he discusses how success in investing is 
accomplished: 

“It shouldn’t take you too long to figure out that success in investing is not a function of what 
you buy, it’s a function of what you pay…. At Oaktree we say, “Well-bought is half-sold.” By this 
we mean we don’t spend a lot of time thinking about what price we’re going to be able to sell a 
holding for, or when, or to whom, or through what mechanism. If you’ve bought it cheap 
enough, eventually those questions will answer themselves. If your estimate of intrinsic value is 
correct, over time an asset’s price should converge with its value.”  

While the entire quote is important, we bolded what we believe is the key to buying businesses—it’s not 
what you buy, but the price that you buy, which is its intrinsic value.  

For those who are not aware, we define intrinsic value as: 

The actual value of a business or other asset when considering all tangible and non-tangible 
assets, or in other words, what an asset is actually worth. This value may nor may not be the 
same as the current market value. 

Knowing that the price you pay for an investment is critical, let’s discuss a common mistake. 

Investing is, in large part, a popularity contest. When a stock is popular, more people buy it. When more 
people buy it, the price moves higher. This is often the most dangerous time to buy.  

People ignore the concept of and the advice from Mr. Marks of buying at a good price. All they see is a 
stock moving higher and people making money—and they don’t want to miss out. They will often pay 80 
to 100 times what the business is intrinsically worth just because they want in on the “popular” 
investment. The cycle presented in Mistake #3 is exactly what happens to most people.  

The whole tech boom of the 1990s and the housing market of the 2000s were classic examples of this 
popularity. People see their neighbors making money hand-over-fist on hot Internet stocks or on buying 
multiple homes and rentals at outrageous prices and they have to do it too. This exuberance leads to the 
failure of investors to recognize what they are actually buying and what it is actually worth.   
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transactions (commissions and other expenses on the purchases and sales of securities) and, when applicable, the investment advisory fee. 
Information herein has been obtained from sources which we believe to be reliable, but accuracy is not guaranteed. For more information about 
this portfolio please contact Brian Hunsaker at 888-591-0334 or brian@igga.com. These figures represent past performance and do not 
guarantee future results. The S&P 500 is used as the broad benchmark for purposes of comparison.

So what should an investor do? 

An investor must understand the intrinsic value of what they’re buying. It’s a pretty simple concept but 
very hard to actually do.  

Before we invest in anything, we spend dozens and dozens of hours, in some cases over 100 hours, 
researching everything there is to know about the company. We do this research so that we can 
calculate what we believe is the company’s intrinsic value.  

We research the company’s fundamentals, its industry, and its management’s track record. We listen to 
conference calls, investor presentations, and read the thoughts of other investors we trust. It’s a long, 
and for most people, painful process—but we love it. It’s what we do because we know it works.  

To be even more specific on our process, we answer these four questions before buying any business: 

1. Is it in an industry that we understand?
2. Do we believe in the management of the company?
3. Can we buy the company at a good price, below its intrinsic value?
4. Is the business going to continue to grow at an acceptable rate?

The interesting thing about buying a company that meets our criteria is that it often occurs when the 
business is completely out of favor or when people hate it. It’s the complete opposite of buying 
something popular, which is most times a mistake. In our office we often find ourselves saying, “What is 
the most-hated industry in the market right now? Let’s look in that industry to potentially find 
something to buy.” 

Our historical track record has shown us that this process works. 

From 1999 – 2015 we averaged an 8.83% annualized return after fees compared to the S&P 500, which 
is at 4.05% annualized returns over that same time frame.* 

There are no guarantees that we will be able to continue those returns. Past performance is not 
indicative of future returns. However, we are confident in our process and in our ability to buy assets at 
a good value.  

Mistake 4: True Worth of Your Investments. 

*The S&P 500 Index measures the performance of the 500 largest publicly held companies actively traded in the United States. The investment 
returns shown include capital gains and the reinvestment of dividends and coupon income. The returns have been adjusted to include the cost of 
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Mistake 5: Options Misconceptions.  

One type of investment that we often use is also one of the most misunderstood types in the financial 
world today—options.  

An option defined is: 

A financial derivative that represents a contract sold by one party (option writer) to another 
party (option holder). The contract offers the buyer the right, but not the obligation, to buy (call) 
or sell (put) a security or other financial asset at an agreed-upon price (the strike price) during a 
certain period of time or on a specific date (exercise date).  

With that definition in mind, options are used for three main purposes: 

1. Speculation: Buying options for the purpose of betting on the direction of the stock or market.
2. Income: Selling options for the benefit of receiving payment, AKA income.
3. Protection: Buying or selling options to protect a single position or a portfolio as a whole.

The mistake most investors make is that they focus only on one of the three purposes—speculation, 
which just happens to be the most dangerous. This again goes back to the popularity contest and 
chasing returns. You must understand that when someone speculates using options the payout is 
normally very large. The speculator looks for the home-run return. They want to pay $1 for the potential 
to make $5 or $10. It’s like going to Las Vegas thinking that you’re going to strike it rich.  

The thing they don’t understand (because their sole focus is making home-run type returns) is that this 
type of investing has a very, very low probability of actually working. With a low probability of success 
combined with short-term focused psychology, investors can really do damage to a portfolio.   

Digging in a little deeper, speculative option traders usually combine two mistakes: 

1. Trying to time the market for a quick short-term trade
2. Buying a call or put option to take advantage of that quick move

We’ve already covered why timing the market in the short term doesn’t work (Mistake # 3), but to 
combine that mistake with the use of a leveraged product with an expiration date is like throwing your 
money away.  

Investors trading like this should consider going to Las Vegas instead—they’ll receive free drinks while 
losing money instead of paying costly commissions to their brokerage to do the same thing. 
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So what should an investor do? 

Do not speculate using options. Period. Still use them, but just the correct way. Options can be a 
fantastic tool for enhancing returns and protecting a portfolio.  

At Iron Gate Global Advisors, we use options for the second and third purposes mentioned above—
income and protection. Strategies like covered calls, short puts, and vertical spreads are a few of the 
strategies we implement.  

To give you an idea about how we use them, we’ll introduce the simple idea of covered calls. 

A covered call, as we define it, is: 

An options strategy used when an investor owns an asset (likely a stock or an ETF) and writes 
(sells) call options against it. This gives another investor the right to potentially take 
ownership. The option writer receives a premium (AKA income) for giving up his or her 
potential asset in the future. This is most often employed during a sideways or bearish 
market.
The risks of the strategy include potential loss of ownership of the asset, the upside potential 
gain of the asset, or the risk of the asset still falling in value.

A covered call strategy can be implemented for the following reasons: 

• Increase income
• Enhance long-term returns
• Reduce portfolio volatility

The below image shows the value of covered calls. It is the CBOE Covered Call Index (BXY) from 2007 
to present. You can see how the covered call strategy enhances returns but also how it reduces 
portfolio volatility. In 2008 – 2009 the Covered Call Index fell less than the overall market. 

Mistake 5: Options Misconceptions. 



Overcoming the Six Mistakes that Can Destroy your Wealth.

Now don’t get me wrong, there are risks to selling covered calls. These risks include: 

• You limit your upside if the stock or market rallies considerably.
• You can still lose money on your stock if it falls.

For example, let’s look at one of the most bullish markets we’ve seen in recent memory, 2013 to 
2015. You can see in the chart below that the S&P 500 Index outperformed the Covered Call Index. 

Mistake 5: Options Misconceptions. 
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Disclosure: Past performance is not a guarantee of future results. Options are not suitable for every 
investor as they carry risk that can result in losing more than the initial investment. Please consult 
a financial professional before using options. 

The bottom line is, you need to learn when to use the strategy and when not too. Here are a few 
instances when an investor should use this strategy: 

• Your individual goals call for more income than growth.
• When the market or individual stock begins to show some weakness and you want

additional income.
• When the market is flat, up a little, or sideways, and you want additional income and less

portfolio volatility.

Let’s look at an example of an individual stock. Let’s say you own XYZ stock. It’s currently trading at 
$50 per share. For each of the past five months, you sell a covered call on the stock. 

In this example the stock fluctuated between $47 and $53. The amount of income you bring in is 
$3.30 per share for a return of 6%, not including commissions. 

The risk would occur if the stock went above your strike and you lose your stock. In June, for 
example, if the stock rose in value to $52, you’d lose your stock and the potential upside. Another 
risk would be if your stock fell in value beyond the premium received. 

For many of our clients, covered calls is a core strategy, especially during volatile times. The benefits 
outweigh the risks. 

This covered call strategy is just one example of how an options strategy can help investors 
accomplish their investing goals.  

Mistake 5: Options Misconceptions.
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Mistake 6: Money Manager Missteps.

Mistakes 1 through 5 often happen when investors try to manage their own money. However, it can also 
happen if you hire the wrong money manager or investment advisor. 

When I first started in this business, a good friend and former boss of mine said, “I hope you do more 
than just buy the S&P 500 Index. I hope you actually plan on doing something great for clients.”  

The reason he said that was because he knew most money managers and financial advisors do a 
combination of the following:  

• Manage the relationship while someone back at the corporate office does the investing.
• Buy expensive products that match the broad market, or lazy investing, as we like to call it.
• Charge clients fees that don’t warrant the type of management they’re receiving.
• Mistakes 1 through 5 as stated above.
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So what should an investor do? 

In addition to finding a money manager/investment advisor who does not make the six mistakes 
mentioned in this report, it’s important to find someone with the right characteristics. If the fit isn’t 
right for both the client and the money manager, then a relationship should not be started.  

Below are the five characteristics that I’ve told my family and friends to look for when considering an 
advisor. It’s a list that is born out of nothing but experience…just how any list should be created. 

When searching for a money manager/investment advisor, here are five characteristics that you 
should look for. 

1. Sophistication: Just like my former boss and friend said, a money manager just can buy an
index then charge you for it. But they must do something more, such as using options,
building a portfolio of stocks that are trading at a value, or reducing risk on an asset because
the majority of your net worth is invested in it. Money managers should also have a track
record of their returns that they are willing to share.

2. Independence: By independence I mean they own their own advisory firm. There is a major
difference between independent advisors and advisors who work for a big financial
institution. The biggest difference is that independent advisors make their own decisions
(money management, marketing, fee structure, etc.). These decisions are made by
answering this question, “What is right for my client?” Contrast that to a big financial
institution that takes marching orders from the corporate office. If the big wigs sitting at the
corporate office want to push a certain product or allocate a portfolio a certain way, they tell
the advisors what to do. Then those advisors put their sales hats on and do it. I was on a
recent phone call where the financial advisor (I won’t mention the gigantic firm he
represented) said, “I’m not sure why we would allocate that much in bonds-that comes from
our professionals that are managing money.” Huh? Exactly.

3. Experience: Experience trumps everything. Designations are worthless. An advisor could
have an alphabet after their name and it doesn’t mean a thing. Actually I take that back,
what it means is that they’ve read a lot of books and took a lot of tests. While the guys who
are trying to earn a designation are reading and studying, the other guys are actually doing
it. They’re learning by actual experience. Don’t fall for the trap of looking for those only with
designations. I will tell you from experience, you will overlook the best of the best. When
meeting an advisor ask them about their experience; don’t worry about designations.

Mistake 6: Money Manager Missteps. 
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Planning Your Financial Future with Iron Gate 
Global Advisors 

Still have questions? Not sure what’s best for you? Need help getting started? 

That’s where we come in.  

Our firm has one main objective—to help clients accomplish their financial goals and build wealth. We 
are guided by two core principles: 

1. We work one-on-one with our clients to help them accomplish their financial goals.
2. We provide the services, transparency, and results we would want if our roles were reversed.

These core principles along with the experience and expertise of our team make Iron Gate Global 
Advisors a truly unique firm. No matter what your current situation may be, we can help. 

 
Call us at 888-591-0334 or email brett@igga.com for a free 

consultation and portfolio assessment. 

4. Integrity: We all know how important integrity is. You want someone who has a flawless,
clean reputation. Someone you can call to get the best advice. Do your homework by asking
friends and family about this advisor. Do they follow up with you? Do they meet with you as
often as you’d like? Do they have your best interest in mind? These are the type of advisors
who will sit down, evaluate the needs and goals of a client, and take seriously the fiduciary
responsibility they have to that client. In addition, look for the advisor online. Check to see if
they have written content or blog posts, and have other social media outlets. This type of
research tells you a lot about the type of person they are.

5. Fee Only: This is fairly straight forward. You want to hire an advisor who charges a flat fee
with no hidden costs or commissions. Most advisors will charge 1.0% – 2.0%. However, if
you have special circumstances and need additional risk protection on assets you own, you
may have to pay a bit more. One of the first questions you should ask a potential advisor is
“What’s your fee?” Make sure to ask about any additional costs and fees.

6. Imagination: In an ever-changing world where Twitter has overtaken the newspaper and
desktop computers are becoming obsolete, imagination is more and more important. Look
for an advisor who understands the changes and challenges that we all face today and is
doing something about it. From your kid’s or grandkid’s college accounts, to changes in tax
code and regulation to basic communication differences between baby boomers and
millennials—adjusting to an ever-changing world is important. Advisors without this
imagination will be a thing of the past.

Mistake 6: Money Manager Missteps. 
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Important Disclosures 

Nothing contained in this communication constitutes a recommendation by Iron Gate Global Advisors 
LLC. of any particular security, transaction, or investment. This report is for educational purposes only 
and is not recommendation of any strategy in particular.  

Information presented is gathered from sources to be reliable. However, Iron Gate Global Advisors LLC 
does not attest to its accuracy and is not responsible for errors and /or omissions.  

Before investing please consult with a financial professional. 

Past performance is not a guarantee of future results. 

Options are not suitable for every investor as they carry risk that can be more than the initial 
investment. Please consult a financial professional before using options.  

For more information about this report please contact Brett Pattison at 888-591-0334 or 
brett@igga.com. 

Copyright © 2016 Iron Gate Global Advisors, All Rights Reserved. 
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