


Avoiding asset allocation 
While diversification is key, how do you 

achieve it? The answer is by setting an 

asset allocation plan in place. 

How much exposure do you want to 

diversify into defensive and growth 

assets? Within them, how much 

should be invested in the underlying 

asset classes such as domestic 

shares, international shares, property, 

cash, fixed interest and alternatives. 

Then review your asset allocation from 

time to time to rebalance any over or 

under exposure that may occur due to 

market movements. 

Making emotional 

investment decisions 
The financial markets are volatile 

and that often leads investors to 

make decisions that in hindsight 

seem irrational. During the COVID-19 

The cycle of investor emotions 

pandemic, on 23 March 2020 the 

ASX 200 was 35 per cent below its 20 

February 2020 peak.ii By May 2021, 

the ASX 200 crossed the 20 February 

2020 peak. Many investors may have 

made an emotional decision to sell out 

during the falling market in March 2020 

but then would have missed the some 

of the uplift in the following months in. 

Some of the other common investment 

mistakes include reacting to the 

noise in media, trading too much, 

over-diversification, not reviewing 

your portfolio regularly to ensure it 

still aligns with your goals, not doing 

enough quality research and not 

working with a professional. 

Seeking out quality and trustworthy 

financial advice can help to minimise 

investment mistakes. Give us a call if 

you would like to discuss options for 

growing your portfolio. 

Behavioural finance is the study of how psychological influences can affect 

investing and markets. This chart shows how emotions affect an investor's 

behaviour at different points in the market. 

Optimism 

Euphoria 

Point of 
maximum 
financial 

risk 

Point of 
maximum 
financial 

opportunity 

l 
Despondency 

Source: Russell Investments - Cycle of Investor Emotions I Russell Investments 

Optimism 

/ 

Relief 

Hope 

�ticisrn 

• When your investments are rising, you feel optimistic and eventually

reach euphoria which is at the peak of the market and it makes you feel

like the smartest person in the room, tempting you to take more risk.

• As the markets drop, you may deny it as a short-term blip. As it keeps

falling, panic sets in eventually leading to despondency - making you

question your entire investment decision.

• As markets start to rise again, there is hope which ultimately leads back

to optimism which is the start of the cycle all over again.

Having a financial adviser coach you through this wave of emotions can be 

a way to limit making irrational decisions. 

https://worth.com/from-the-archives-fear-of-crashing/ 

https://www.rba.gov.au/publications/bulletin/2022/mar/australian-securities-markets-through-the

covid-19-pandemic.html 
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This advice may not be suitable to you because it contains 

genetal ad;ice that has not been tailored to your personal 
circumstances. Please seek personal financial advice prior to 
acting on this information. Investment Pertormance: Past 

performance is not a reliable guide to future returns as future 
returns may differ from and be more or less volatile than past 
returns. 




