
 
 

 

Today is the tomorrow we worried about yesterday 

“Well, the baby has been successfully delivered, what should I worry about next?”  I can remember having this 
exact thought moments after the birth of our first child.  My wife teases me that I worry too much, and I 
probably do.  I worry a lot about the investments I recommend; not because I don’t think they are good 
investments, but because part of my investment process is to play devil’s advocate with myself to double and 
triple check that we are on the correct path.  Worrying has an addictive quality to it; there is always something 
we could be worrying about.    

In general, what worries people most is having an experience which differs from what was planned; that is, 
ending up with a surprise.  But surprises can be positive or negative.  Humans often focus on negative 
surprises, mostly because negative experiences are far more memorable.  From an investors point of view, the 
worst surprise is losing money, and thus investors will do all kinds of things, rational and otherwise, to avoid 
this outcome.   

When thinking about the future, most of us have fertile imaginations; we think about a myriad of possible 
scenarios that might happen to us.  This can create a lot of mental anxiety as most of the time we are focused 
on what bad surprises may be lurking around the corner.  This type of thinking leads us to believe that bad 
things are much more likely to happen than good things; on any given day I am more likely to be in a car 
accident than find a $100 bill in the street.   

When we think about our investment future we tend to separate possible events into two groups, those events 
that are negative and those that are positive.  However, we tend to think in binary terms; something is likely to 
happen or it is not, generally, we do not assign a specific probability to each event.  Graphically it looks 
something like this: 

 

Rationally speaking, not all of these events have similar likelihoods.  In fact, many scenarios painted in 
investors minds are outliers: things with extremely low probability that create vivid, usually negative, pictures of 
the future.   This is because most of the outliers we imagine are catastrophes, and these would be considered 
ultimate surprises. 
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What I think is more helpful, is to think about possible outcomes together with a reasonable assumption about 
their likelihood.  Based on long term history and a composite of intelligent research, this might look something 
like this: 

 

I believe viewed in this light, the universe of worry shrinks dramatically.  Time is infinitely better spent on things 
which have a high probability of occurring.  In the example above, if the most likely scenario over the next 12 
months is that investment returns fall within historical averages, it would make the most sense to think about 
how to maximize returns in that kind of environment.   Spending too much time worrying about terrorist attacks 
or global depressions will not be helpful. 

The flip side of this analysis is that terrorist attacks do happen and economic calamities do occur.  As well, 
things we can’t even imagine do transpire from time to time.  That in a nutshell is why you always need to be 
diversified.  No investor should align their financial affairs to the exclusion of events that are unlikely, but they 
should spend the majority of their time on high probability affairs. 

Your portfolio at Stewart Financial is designed with this analysis in mind. The current allocations are aligned 
towards the highest probabilistic opportunities while allocating a portion of the portfolio to investments which 
will protect if a significant negative surprise were to occur.  The most likely scenario over the near term is that 
the North American economies will continue to heal and grow modestly while interest rates will remain 
exceptionally low for quite some time.  We are taking advantage of the opportunities this scenario presents, 
while continuing to play devil’s advocate, in order to check and re-check our hypotheses. 

 

Your still worried about our first child investment advisor, 

 

Duncan Stewart, MBA, CIMA, FCSI, CFP 
duncan@stewartfinancial.ca 
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