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They

* (investors)
must focus on
long-term
investment goals
- and not let
emotions cloud
their judgment.
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SHARE INVESTMENT

EMOTIONA

NVESTING in shares can be a

roller coaster of emotions. It

. can be an exhilarating expe-

rience when the stock market

is on the rise and investments are
earninggreat returns.

During the last super bull run of

the late eighties, it was nota ques- -

tion of whether you made money
on shares; it was a question of how

-muchyoumade.

However, investing in shares
can also be a nerve-wracking ex-
perience when the market is

falling, and i mvestments arelosing

value.

- The most recent stock market
crash occurred in 2020as Covid-19

spread worldwide. Earlier, we had
the financial crisis of 2008, the
dot-com bubble of 1999 to 2000

and the Black Monday crash of

1987.
However, unlike prevmus crash-

. es whose recoveries required
years, the stock market rebounded -

to its pre-pandemic peak by May

2020.

- Fuelling the rapid recovery was
an enormous amount of stimulus
money, with the US Federal Re-

_serve slashing interest rates and
injecting US$1.5 trillion into mon- -
- ey markets, and Congress passing

aUS$2.2 trillion aid package at the

-end of March.

These are m'aior catastrophes.

‘But the market also had a host of

minor catastrophes that caused
investors to lose money. Warren
Buffett once said it is wise for in-
vestors to be “fearful when others
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are greedy. and greedy when oth-

ers are fearful”. This statement is

somewhat of a contrarian view of
stock markets and relates directly
to the price of an asset. When oth-

ersare greedy, prices typically boil -

over, and one should be cautious
lest they overpay for an asset that
subsequently leads to anaemic re-
turns. When others are fearful, it
may present a good value invest-
ment opportunity. §
Thanks to Buffet, we are aware of
the two primary emotions when it

comes to investing — fear and

greed. The primary emotions that
investors experience when invest-
ing in shares, inclusive of fear and
greed, can be categorised as fol-‘
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stock mar-.

investments is declining.

" They may worry about losing

their hard-earned money and may
be tempted to sell their shares
quickly to avoid further losses.
However, this can be a mistake as
panic selling can result in signif-
icant losses.

Greed = -
Greed is an intense desire for
wealth or gain, often leading in-

vestors to makerisky investments. -

Investors  may become greedy
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ing well, and the value of their in-
vestments is rising. They may
want to put in more money, buy
more shares to try and maximise
their gains. However, this can be a
dangerous emotion as it can cloud
an investor’s judgment, leading to
hasty decisions that may result in
Iosses

Hope

Hope is a positive emotion. In-
vestors may become hopeful when
they see their investments per-
fomng well and start to believe
that the trend will continue. They
may also become optimistic when
 they invest in a new company or

~ sector that they believe has signif-
~ icant potential for growth. Howev-

-er, investors need to be careful not

1 tobecome overly optimistic as this
y - can lead to a bias towards certain
ents. Some investors who

~ during the height of the Covid-19

. ketiéfalling,andthgvalueoftheui .'iaiﬁdémiccanattesttothis

' Regret

Regret is an emotion that in-
vestors may experience when they
have made a wrong decision. They
may regret not investing in a par-
ticular company or selling thelr
sharestooearly. = -/

This emotioncanbe partlcularly

~ intense if the investment they re-

- gret not making has gone on to
perform well. However, it is essen-
tial to learn from past mistakes
and not let regret cloud future in-

STER

~when the stock market is perform-' vestment decisions.

Excitement

Excitement is another emotion
that investors may experience. In-
vestorsmay feel excitedwhen they
discover anew company or invest-
mentopportunity they believe has
significant potential. They may al-
so feel excited when they see their .
investments performing well.
However, investors need to be
careful not to let excitement lead
torash decisions that may resultin

_losses. v

Patience

- Patience is an essential emotion
that investors need to develop
when investing in shares. In-
vestors need to understand that
the stock market can be volatile
and that investments may take
time to pay off. They must be pa-
tient and stick to their investment
strategy even during market
volatility or uncertainty.

In conclusion, investing in
shares can be an emotional jour-
ney. Investors need to be aware of
the emotions and develop strate-
gies to manage them. They must
focus on long-term investment

-goals and not let emotions cloud

their judgment. By staying disci-
plined and patient, investors can
achieve their investment objec-
tives and build wealth over time.
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