
Wobegon” was “where all our children are above 
average”. When it comes to investing, the opposite 

where it reports how the average investor performs relative to 

out of funds, both as to timing and scale. They then compare the 
results of these changes and the costs involved to the 
performance of the underlying investments and the results 
consistently have shown that the average investor underperforms 
what they invest in.

What is the cause of the underperformance? It is our 
behavior, of course. No surprise to regular readers of my 
contributions. The average investor is not a strict buy and hold 
investor (even if they think they are), but rather a reactive 
investor buying and selling, making market timing decisions, 
selling after declines, or buying after gains. In other words, 
making emotional decisions in a volatile market that feeds our 
natural reactions to fear and greed. The result of this behavior on 
long-term portfolio performance is measurably negative.

has produced an annualized return of 10-12% with dividends 
reinvested. During the same period, the average decline intra-

others, but declines of this magnitude give investors pause and 
make one think, “I must do something”. Doing nothing requires 
discipline and perhaps understanding the costs of unnecessary 
actions can help with that.

the average investor underperformed buy and hold in the 

underperformance is not due to what we invest in, but rather the 
actions of us investors and our unwillingness to do nothing.

Client: Cindy Purdom
Size: 1/3

Location: Standard


