HOW TO AVOID UNFORCED
ERRORS IN INVESTING
In tennis, the outcome of a match is often determined by the
number of “unforced errors” a player makes rather than the
number of winning shots they hit. It is said that professional
tennis players win points while amateurs lose points1.
In investing, just like tennis, success is determined by reducing
the number of unforced errors rather than by picking the
next big winner. Mistakes are often costlier than the gains
made when picking winners so there is a lot to be gained by
getting the basics right – and getting the necessary training
and assistance.
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COMMON UNFORCED ERRORS IN INVESTING
While there are many unforced errors that investors fall
victim too when implementing their investment strategies,
the five themes below are most common.
- Not taking enough risk – for example investing in safe
assets such as cash which don’t keep up with inflation.
- Taking more risk than needed - which makes it difficult to
stay on course, especially after major market drops.
- Buy and selling too frequently - and incurring unnecessary
cost and taxes. This may also lead to the investor behaviour
penalty when investor return is lower than the fund return
due to the impact of timing going into and out of the fund.
- Not utilising tax exemptions - for example, exemptions on
retirement savings, tax-free investments and other taxes
applicable to investments.
- Underestimating the impact of costs on investment
growth - for example investment management fees.

This list is by no means exhaustive, but by avoiding some
of these pitfalls, investors can significantly improve their
investment outcomes.
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CALL IN THE PROFESSIONALS
In theory, anyone can learn to hit a ball over a net – but
the professional players have likely had some help along the
way.
Similarly, anyone can set up their own share portfolio or
pick several unit trusts to invest their hard-earned savings.
In practise however, most investors will fall prey to some
of the unforced errors above and not do as well as they
possibly could.
In a lot of cases people don’t make the time to look at
their financial wellbeing and their savings just sit in a bank
account. Financial advice combined with professionally
managed portfolios such as unit trusts can make a material
difference to an investors wellbeing over a lifetime. Most
importantly, they can assist in reducing some, if not all,
of the common unforced errors as they effectively act as
financial coaches and facilitators of financial growth.

WHO IS THE PLAYER: THE INVESTOR OR THE FUND
MANAGER?
The financial services industry provides multiple layers of
professional services to help investors on their savings journey.
Understandably, the competition between professionals is
fierce as the financial stakes are high.
Generally, competition is good for consumers - but just as in
professional sports, it can also lead to conflicts of interests.
Due to the financial incentives involved there have also been
numerous cases where providers sold services and products
which were not necessarily in the investors best interest.

Nedgroup Collective Investments (RF) Proprietary Limited is the company
that is authorised in terms of the Collective Investment Schemes Control
Act to administer the Nedgroup Investments unit trust Portfolios. Unit
trusts are generally medium to long term investments. The value of your
investment may go down as well as up. Past performance is not necessarily
a guide to future performance. Nedgroup Investments does not guarantee
the performance of your investment and even if forecasts about the
expected future performance are included you will carry the investment
and market risk, which includes the possibility of losing capital. Unit trusts
are traded at ruling prices and can engage in borrowing and scrip lending.
Certain unit trust funds may be subject to currency fluctuations due to its
international exposure. Nedgroup Investments has the right to close unit
trust funds to new investors in order to manage it more efficiently. For
further information on the unit trust funds, including awards, fees and
charges, please visit our website www.nedgroupinvestments.com
A money market fund is not a bank deposit. The total return to the
investor is made up of interest received and any gain or loss made on any

This has unfortunately led to investors not seeking the
professional assistance and financial coaching that they
need.
Ultimately, a successful relationship between investors and
the professionals providing the needed financial services
must be based on trust. Providers whose value proposition
is based on being able to hit or pick the “big winners” quite
often miss the real need of investors and this can lead to
disappointing results. The greatest value-add to investors
is helping them to reduce the number of financial unforced
errors. The rest is just icing on the cake.

BUILDING BRIDGES AND DEMOCRATISING SAVINGS
Low cost platforms, unit trusts and Exchange Traded Funds
(ETFs) are slowly beginning to bridge the gap to investing,
especially for millennials. Lower fees and more accessible
entry points are attracting more investors.
However, DIY investing is not exempt from all the common
unforced errors and young investors will likely pay some
school fees in the journey of implementing their own
investment portfolios.
Virtual advisors such as Extraordinary Life could further
enhance outcomes for investors as they address most of
the common mistakes and provide the service at very low
fees. In time, virtual advice can be supplemented by hybrid
advice – a combination of human and machine which could
deal with more advance financial planning considerations.
The technological innovations are reducing costs which
should in time reduce the barrier to entry to investing and
advice and lead to better outcomes for investors.

particular instrument held. In most cases the return will merely have the
effect of increasing or decreasing the daily yield, but in an extreme case
it can have the effect of a capital loss. The Nedgroup Investments Money
Market Fund aims to maintain a constant price of 100 cents per unit. The
yield is calculated using an annualised seven day rolling average as at the
relevant dates provided for in the fund fact sheet. Excessive withdrawals
from the fund may place the fund under liquidity pressures and that in
such circumstances a process of ring-fencing of withdrawal instructions
and managed pay-outs over time may be followed. A schedule of fees and
charges and maximum commissions is available on request from Nedgroup
Investments.
This document is of a general nature and intended for information
purposes only. Whilst we have taken all reasonable steps to ensure that
the information in this document is accurate and current on an ongoing
basis, Nedgroup Investments shall accept no responsibility or liability for
any inaccuracies, errors or omissions relating to the information and topics
covered in this document.

Nedgroup Investments MultiFunds Plc / Nedgroup Investments Funds PLC
(the Funds) are authorised and regulated in Ireland by the Central Bank of
Ireland. The Funds are authorised as a UCITS pursuant to the European
Communities (Undertakings for Collective Investment in Transferable
Securities) Regulations 2011 (S.I. No. 352 of 2011) as amended from timeto-time. This document is not intended for distribution to any person or
entity who is a citizen or resident of any country or other jurisdiction where
such distribution, publication or use would be contrary to law or regulation.
Nedgroup Investment (IOM) Limited (reg no 57917C), the Investment
Manager and Distributor of the Funds, is licensed by the Isle of Man
Financial Services Authority. The Prospectus of the Funds, the Supplement
of its Sub-Funds and the KIIDS are available from the Investment Manager
and the Distributor or from its website www.nedgroupinvestments.com

