
 

The Paradox of the American Investing Public: 
Always Wrong Yet Always Invested 

By William H. McCance, President, TAG Group, Inc. 

 

In the realm of investing, one might expect the American 
public to be adept at navigating the complexities of the 
market. After all, with access to vast amounts of 
information and resources, shouldn't investors consistently 
make the right decisions? Surprisingly, the reality is quite 
the opposite. Despite their best intentions, the American 
investing public has a track record of being consistently 

wrong. Yet, paradoxically, they remain deeply entrenched in the market. Let's delve into this 
curious phenomenon and uncover the reasons behind it. 

The Flow of Funds: A Tale of Contradictions - At the heart of the matter lies the flow of 
funds – the ebb and flow of capital into and out of various asset classes. Take, for instance, 
the behavior of investors during market peaks and troughs. At the height of a bull market, 
when optimism reigns supreme and stock prices soar to dizzying heights, what do we 
observe? A rush of capital pouring into equities, as investors clamor to ride the wave of 
momentum. Conversely, during times of market turmoil and despair, when fear grips the 
hearts of investors and stock prices plummet, what unfolds? A mass exodus from equities 
into the safety of bonds, as investors seek refuge from the storm. 

Statistics paint a vivid picture of this phenomenon. During bull markets, equity mutual 
funds experience a surge in inflows, reaching peak levels of enthusiasm. Conversely, 
during bear markets, investors flee from equities, with outflows from equity funds 
surpassing even the most pessimistic forecasts. It's a classic case of "buy high, sell low" – 
a pattern that repeats itself time and time again, much to the chagrin of seasoned investors 
and financial experts alike. 

The Herd Mentality: When Greed and Fear Collide - What drives this seemingly irrational 
behavior? One need look no further than the powerful forces of greed and fear – twin 
emotions that govern the actions of investors in the market. When prices are rising and 
profits seem within reach, greed takes hold, fueling a frenzy of buying and speculation. It's 
a euphoric dance, where rationality takes a backseat to the promise of riches. 

 



But just as quickly as the tide rises, it inevitably recedes, giving way to the icy grip of fear. 
When uncertainty looms large and losses mount, panic sets in, triggering a stampede for 
the exits. It's a primal instinct, ingrained in our DNA, to flee from danger and seek safety at  

all costs. 

The Result: A Comedy of Errors, Yet Investors 
Persist - And so, the cycle repeats itself – a 
never-ending comedy of errors, with investors 
perpetually caught in its grasp. Yet, despite the 
repeated missteps and miscalculations, one 
might wonder: why do investors continue to 
subject themselves to this rollercoaster ride? 
The answer lies in the very nature of human psychology. 

For all their faults, investors possess an unshakable optimism – a belief that the next bull 
market will be different, that this time, they'll get it right. It's a triumph of hope over 
experience, a testament to the indomitable spirit of the American investor. 

Embracing the Absurdity of Investing - In the end, the paradox of the American investing 
public is a reflection of the human condition itself – flawed, contradictory, yet undeniably 
resilient. While the statistics may paint a grim picture of investor behavior, they also serve 
as a reminder of the enduring allure of the market. 

So, as we navigate the twists and turns of the investment landscape, let us embrace the 
absurdity of it all – the folly of our actions, the irrationality of our decisions, and the humor 
in our missteps. For in the end, it's not about being right or wrong, but about the journey 
itself – a journey filled with laughter, tears, and, if we're lucky, a few profitable trades along 
the way. 

And remember, dear investor: when in doubt, just follow the timeless wisdom of Warren 
Buffett – ƒBe.fearful.when.others.are.greedy.and.greedy.when.others.are.fearful¡ƒ 
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This.article.is.not.to.be.construed.as.investment.advice¡.Investments.have.the.risk.of.loss¡ 


