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How to Lose Money in the Stock Market: The Top 5 Mistakes 
by Gary Mishuris, CFA 

 

What is the most certain way to lose money investing in stocks?  

 

We have compiled the top 5 mistakes investors make in the stock market to teach you what 
not to do when investing. Charlie Munger, the Vice Chairman of Berkshire Hathaway and 
Warren Buffett’s partner, has a favorite piece of advice, which is to always invert. What he 
means by that is that we should figure out what we don’t want to do and avoid it in order to 
get the result that we want. Let’s apply his advice by answering the following question: What 
is the most certain way to lose the most money investing in stocks? 

 
What is the most certain way to lose the most money investing in stocks? 

 

1. Invest in Bad Businesses: Pick businesses in tough, unpredictable industries with 
rapid change. Make sure they also lack any competitive advantage. 
 
How this helps you lose money:  
Investing in businesses that are both subject to rapid change and lack a 
competitive advantage increases the odds that the business is likely to be a lot 
less profitable in the future. 



2 
 

 
 

2. Invest with Bad Management Teams: Look for management teams that are trying 
to make money off of you as opposed to with you, and are skilled at transferring 
wealth from shareholders to themselves. Lacking any of those, look for teams that 
are demonstrably bad at both operations and capital allocation. 
 
How this helps you lose money:  
Just in case the business managed to make some profits despite your best effort 
at selecting a bad business, this helps to ensure that the profits will either go to 
the management team or be squandered by it rather than end up in your pocket. 
 
 

3. Invest in Companies with Too Much Debt: Find companies that have so much debt 
that any adverse development is likely to cause financial distress. 

 
How this helps you lose money:  
On the off chance that the management team you carefully chose for its avarice 
and incompetence left you some money, having too much debt will make it likely 
that that money will go into the pockets of creditors rather than your own. 
 

4. Pay Too High a Price: Make sure to pay way more than the intrinsic value of the 
business. 
 
How this helps you lose money:  
If despite your best efforts some money made its way from the business to you, its 
owner, this will help you to make sure that your rate of return will still be low. 
 
 

5. Focus Only on the Short-Term: Don’t think about long-term economics, just focus 
on short-term trading considerations. (For more on this topic, see How and Why to 
Be a Long-Term Investor) 
 
How this helps you lose money:  
Shares more of the little money you have managed to get out of your investment 
with your broker and tax collector.  
 

 
These are five of the biggest mistakes investors make in the stock market. As Charlie 
Munger likes to say “Tell me where I will die so that I never go there” – avoid all of the above 
mistakes, and it will be a lot harder to do poorly at investing. 
 

 

 

 

https://behavioralvalueinvestor.com/blog/2017/3/22/how-and-why-to-be-a-long-term-investor
https://behavioralvalueinvestor.com/blog/2017/3/22/how-and-why-to-be-a-long-term-investor
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Important Disclosure and Disclaimers 

The information contained herein is provided solely for informational and discussion 
purposes only and is not, and may not be relied on in any manner as legal, tax or investment 
advice or as an offer to sell or a solicitation of an offer to buy an interest in any fund or 
vehicle managed or advised by Silver Ring Value Partners Limited Partnership (“SRVP”) or its 
affiliates. It is not to be reproduced, used, distributed or disclosed, in whole or in part, to 
third parties without the prior written consent of SRVP. The information contained herein is 
not investment advice or a recommendation to buy or sell any specific security. 

The views expressed herein are the opinions and projections of SRVP as of May 29th, 2017 
unless otherwise noted, and are subject to change based on market and other conditions. 
SRVP does not represent that any opinion or projection will be realized. The information 
presented herein, including, but not limited to, SRVP’s investment views, returns or 
performance, investment strategies, market opportunity, portfolio construction, expectations 
and positions may involve SRVP’s views, estimates, assumptions, facts and information 
from other sources that are believed to be accurate and reliable as of the date this 
information is presented—any of which may change without notice. SRVP has no obligation 
(express or implied) to update any or all of the information contained herein or to advise you 
of any changes; nor does SRVP make any express or implied warranties or representations 
as to the completeness or accuracy or accept responsibility for errors. The information 
presented is for illustrative purposes only and does not constitute an exhaustive explanation 
of the investment process, investment strategies or risk management. 

The analyses and conclusions of SRVP contained in this information include certain 
statements, assumptions, estimates and projections that reflect various assumptions by 
SRVP and anticipated results that are inherently subject to significant economic, 
competitive, and other uncertainties and contingencies and have been included solely for 
illustrative purposes. 

As with any investment strategy, there is potential for profit as well as the possibility of 
loss.  SRVP does not guarantee any minimum level of investment performance or the 
success of any portfolio or investment strategy. All investments involve risk and investment 
recommendations will not always be profitable. Past performance is no guarantee of future 
results.  Investment returns and principal values of an investment will fluctuate so that an 
investor's investment may be worth more or less than its original value.  
 

 

 

 

 

 


