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Just about every investor at some point compares their investment returns on the market. Professional investment managers advertise their services by comparing their performance with the market. Look at any mutual fund or ETF and you can easily find a chart showing its recent
performance in relation to the market. The message is everywhere: Beating the market is an important and valuable thing. But why? Why do you want to beat the market, actually? Seriously, why? What's the reason? Why is this important to you? What specifically will help you achieve? You
know, the point of investing is to build a better life. When you invest, you create funds that you can use to do what you want to do. Maybe you'd like to buy a house in a few years. Maybe you'd like to help your daughter through college. Maybe you want to be able to make a living without a
job. Regardless, roi is never a goal in itself. The goal is the thing you would like to be able to do with your life. Return on investment is just one of the tools you can use to make it easier to do that thing. So again, why do you want to beat the market? One argument is that getting a better
return will make it easier to achieve your goals. This is actually the whole argument behind investing as a whole because investing provides a better expected return on what you get from your savings account. If you didn't, you'd leave all your money safe and secure in the bank. It's another
yield that makes investing a powerful tool, and that same logic could be used to argue in favor of trying to beat the market. After all, if the market returns 8% and you get 10%, you will be able to achieve your goals even earlier. Six reasons to stop obsessing about beating the marketBut it's
not that simple. There are some real drawbacks to trying to beat the market. Let's look at a few of them.1. It won't make a happy better return can make it easier for you to achieve your goals sooner, and it certainly can make you happy. But there won't be a better return on its own. You
might think that's obvious, but I've seen a lot of people get so caught up in improving their ROI that they lose sight of what they're actually doing for in the first place. And this is not the way to a pleasant life.2. You probably won't succeed If it was easy to beat the market, it would be a no-
brainer. Something like this is a no-brainer to use a savings account that pays 1% over the one that pays 0%. Unfortunately, beating the market is incredibly difficult and unlikely. Studies have repeatedly shown that 80% to 90% of people who try to beat the market do not do so, and this is
only looking at professional investors. Average investors often fall short of the market by 4% to 5% a year, usually as a direct result of their attempts at better returns. The fact is, the odds are against you. Trying to beat the market will most likely result in a loss on it, which will make it harder
for you to achieve your goals, not This reduces your lifePartiers who are able to beat the market on a consistent basis (and there are incredibly few of them) are only able to do so with a huge investment of time, energy and money. He'll dedicate his life to investing. Research and
understanding of the businesses in which they invest and the environment in which they invest. I'm sure you could try, too, but it would require sacrificing yourself in other areas. Assuming you have your day job, it would probably mean less time with family and friends, less time to relax, less
time to actually enjoy your life today. Is that really what you want?4. Takes Focus off Real GoalChances are, once you start focusing on beating the market you will have to focus on that goal above all else. It's not that you forget that you're saving for financial independence, or your child's
education, or whatever it is that money is actually for. It's just that you will gently and slowly lose touch with these ideas. Investments become interested in performance rather than the life that allows you to live – and that's a slippery slope.5. You're probably not comparing to the right
thingWhat's the market? Is it the U.S. stock market? What about international stock markets? What about bonds? What about all the other kinds of things you could invest in, and all the different ways you could combine it? Investment managers regularly compare their returns with
inappropriate benchmarks to look good, so this kind of thinking is a real problem. You probably wouldn't do it intentionally, but finding the right comparison for your unique investment portfolio is not easy. And when you're comparing yourself to the wrong thing, it could get you out of the way.6
Market returns were really good! Let us not forget that market returns have been very good over the long term. Which means that while it's possible to do better, there's really no need to do better. You do not register when you receive average market returns. You put your way into a really
good position to achieve your goals. Focus on your goalsIn the end, the only thing that matters is your ability to achieve your personal goals and do what you want with your life. This is the point of investment - and you don't have to beat the market to do it. Then stop worrying about it. It's not
a real or useful goal. Focus on the simple things that matter, stick to them, and spend the rest of your time really enjoying yourself. Matt Becker is a fee-only financial planner and founder of Mom and Dad Money, where he helps new parents take control of their money so they can take care
of their families. His free book, The New Family Financial Road Map, guides parents through all the most important financial decisions that come with starting a family. Related articles: Marvin writes in: I don't understand why 'beating the stock market' is such a big deal. Theoretically, you
couldn't just buy randomly and have a 50% chance of beating the market? Because it will either do better than the overall market or do worse. Marvin's small-scale right. If you're really not interested in risk, you can give yourself a decent percentage of the chance of beating the market in



equity investments. First, let's talk about what he means by beating the market. This phrase simply means that you invest in something that has a better return than investing widely in the stock market through, say, an index fund. I often use the Vanguard Total Stock Market Index as my
estimate of what the market is, so in my eyes, beating the market means getting a better return most of the time than the Vanguard Total Stock Market Index.Marvin's plan is like GamblingThere are some big drawbacks to Marvin's plan of simply buying stocks randomly and beating the
market half the time. First, it does not include investment fees, such as the cost of brokering the purchase and sale of these individual shares. Let's say you pay a typical brokerage fee of $10 per transaction. You have to invest $5,000. Just to buy the shares you are considering buying, you
will burn $10 off this money as with just $4,990 worth of shares that you have purchased. Then, when you sell the stock, you pay an additional $10 off your return. The stocks you buy will have to beat the market at least a little to have a return that matches the market. Obviously, this
becomes less and less a factor, the more you invest in one population, but this brings us to the second point. Second, there's a huge risk. Let's say that 2% of stocks match the market so well that the above fees take this investment from beating the market to not beating the market. This
would mean that if you buy into stocks randomly, 52% of the time you fail to beat the market. This is a key thing to note. More than half the time, you should do better by simply putting that money into the Vanguard Total Stock Market Index. There's a significant percentage of the time that
you actually lose money on an individual stock investment – a higher percentage than investing in this index. Now, of course, there is a 48% (or so) chance that you will make more money with this stock, but the reality is that it's similar to gambling. You can buy into what appears to be a
red-hot stock, only to find that the company is about to report huge quarterly losses. The problem is that if you are not an insider, you often have little idea of the financial condition of the company represented by the shares you are buying. It might have a long history of stability or reputation
as a hot pick, but the reality is that past performance is never an indication of future returns. In other words, you can occasionally beat the market if you treat it largely like roulette in a local casino, but like roulette, the odds are slightly stacked against you and if you keep playing, You will fail
to beat the market in the long run if you happen to hit your exact number and quit. Transaction fees, if nothing else, will get you. The third problem is taxes. That's not a big deal if you're doing it in a retirement account that has natural tax benefits, but you're doing yourself a real disservice if
you're using pension funds with such risky investment choices. If you invest like this in a current taxable account, you will have to pay taxes on your profits and losses, and if you trade very often, most of those profits will be short-term profits that are taxed at a higher rate. Compare that to
just buying an index fund, which means you'll just sit on that investment until you need it and then pay a lower long-term capital gains tax on it. Fourth problem? Psychology. We are hard-wired as people instinctively respond to price jumps. On paper, buying low and selling high makes
sense, but on our initial instincts, we want to sell it to avoid a price drop because it feels like a big risk to keep it going, and we often want to buy a hot, growing stock because it feels like a great opportunity. Add up all these factors and it starts to look a lot like gambling. So what's the point of
research? If investing in individual stocks is similar to gambling, what is the value of researching individual shares? Shouldn't the purpose of such a study help you improve your chances of choosing good stocks to invest in? It is clear that improving returns is the purpose of researching and
examining data on individual companies and shares. However, there are several problems with this approach. First, past results never indicate future returns. Just look at the stock price history is just as likely to give you the wrong figure when it comes to the future of individual stock prices
as the correct designation. The share prices of individual companies peak and valley all the time. If you are going to do research, you need to dig deeper than the share price and learn about the company. Second, doing homework that can actually help, such as reading the SEC filings and
annual reports, takes a lot of time. The thing that really matters in terms of the company's share price is knowing what the company is doing, how it works, how it currently does it, how trustworthy top management is, what the industry the company operates in looks like, and so on. A
company that is strong in most or all of these areas will increase in value over time, and a company that is weak in most or all of these areas is going to go down in value over time. However, finding all this information, reading, and analyzing it takes a lot of time. Let's say you spend 20 hours
a week doing your homework in the companies you own and the companies you can invest in. This might allow you to beat the market by a percentage or two with your stock investments, but even the minimum wage at that time means You have to invest a lot of money to make that 1% to
2% additional profit into real income for all your time investments. So, if you have a very large amount of money to invest – seven numbers or more – it is likely that the time invested in studying stocks will not pay for the time you invest. Thirdly, you will be behind the curve when it comes to
information. This is the real reason that the deck is stacked when it comes to individual investors. Not only are you not privy to the company, but you are also not an institutional investor. In other words, when a company makes a decision or is about to release financial information about a
company, there are many investors who will know that information before you do. Investment firms will be able to analyze public information much faster than you and sometimes have access to information before you do. This means they will be able to respond - buying and selling shares -
far before you can do so. In other words, if bad news comes out about companies, insiders and large-scale investors will be able to respond long before you do, causing the share price to fall rapidly before you even have a chance to sell. You can protect yourself to some extent by being a
standing order to sell shares if you hit a certain price, but that's not a perfect guarantee, either. Can anyone beat the market? There are many stories of legendary investors like Peter Lynch, who ran Fidelity's Magellan Mutual Fund in the 1980s and beat the market year after year. Their
stories can convince many individual investors that they can do the same, even if it's much more difficult than it seems. First, most legendary investors did it at a much different time than today. There was much less computer-based trading back then and much less sophisticated analysis.
Many new innovations, such as hedge funds and high-frequency trading, did not exist even then. Second, the investors who beat the market often did an absurd amount of homework. Peter Lynch worked an absolutely absurd number of hours during the decades when he was excelled as
an investor. Behind every success story is an incredible work ethic. Thirdly, you only hear about the exceptional ones who have had a healthy dose of happiness on their side. Despite all the research and work, Lynch was very lucky on his side. It turned out that many of the companies in
which he invested made very good decisions and were run by honest people and did not have many unfortunate incidents. There's happiness associated with investing and exceptional investors are often riding that wave of happiness, at least in part. Finally, if these investors exist today,
they are devoured into hedge funds very quickly. They're getting ridiculous amounts so they don't reveal their techniques. Hedge funds or other investment firms with huge bankrolls can beat the market using a range of techniques that are really just with a lot of money already in hand,
something unavailable to most investors. So yes, the market can be beaten, but it requires a combination of luck, an incredible work ethic and a very big bankroll to make the odds pay off. Your best bet as an individual part-time investor without tons of money on InvestIf, which describes
you – and if you're reading this site, it almost certainly does – your best bet is to diversify your investments as much as possible and then invest with the lowest fees possible. It's easy that, of course - you just need to buy into index funds directly through investment houses. I have most of
our stock market investments directly into the Vanguard Total Stock Market Index, invested directly through Vanguard to minimize fees. This requires very little homework once the investment is in place, and it essentially corresponds to the market minimizing risk as much as possible while
still investing in stocks. You can beat the market, but the tools you need to do this are largely out of the hands of an individual who wants to dabble in the stock market. If you're not willing to basically gamble, it's not worth your time and effort, especially when it's so simple to match the
market. Good luck. Related articles: Articles:
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