
 
 

 

6 COSTLY MISTAKES PEOPLE MAKE 
WHEN INVESTING THEIR SUPER 

 
 
So – you have your own Self Managed Super Fund (SMSF) and it is time to invest your money.  Here 
is a tip – don’t follow the mistakes that most people make.  An extra 1% return each year will make a 
huge difference to your standard of living in retirement.   Why do so many retirees struggle on the 
age pension?  Because they make these mistakes (and others!): 

1. Investing in managed funds  

As an investor you have 2 broad choices – you can invest directly into assets such as shares, or you 
can invest through a managed fund.  Before making this decision, you should consider this question 
– what do you prefer, fees of control? I’ll come back to this question shortly. 
 
A managed fund will have a fund manager such as MLC, AMP, BT, Colonial etc make decisions for 
you.  They will decide which shares to buy and which ones to sell, even though they have zero 
knowledge of your personal situation and what is appropriate for you.  They will charge you hefty 
fees for the privilege.  And they will take away your control. 
 
Will they produce good returns?  Maybe.  Maybe not.  Consider this – Most of the shares in Australia 
are owned by the fund managers.  So in any given year, half the fund managers beat the average 
performance of the market and the other half do worse than the market.  Once you deduct fees, 
most fund managers don’t beat the market.  It is a mathematical fact. 
 
To take this a step further – you could roll a dice to select your shares and probably beat the 
majority of fund managers net of fees.  With some good advice you should be able to do even 
better. 
 
In summary, direct ownership gives you control without fees.  Managed funds give you fees without 
control.  Which one is more attractive to you? 
 

2. Investing in wraps  

If you have a financial adviser then they might advise you to invest in a wrap.  They might also call it 
an investment platform.  Here is a simple explanation of a wrap.  It is an administrative tool paid for 
by you that makes your financial adviser’s business more efficient.  That’s right – you are paying to 
make their business efficient.  If you are offered this then you should run a mile.  It is a clear 
message that your financial adviser places his/her business and profitability first, and your financial 
position a distant second. 
 
The alternative to a wrap is to invest through a low cost share trading platform such as Commsec, 
Etrade, Nabtrade, Macquarie Prime, or Desktop broker. Trading fees are usually about 0.10-0.15% 
and there are no ongoing platform fees.   
 
Similarly, there are tools available that provide you with access to the best term deposit rates in the 
market.  A good financial adviser will have access to these. 



 
 
Note – a large proportion of advisers recommend wraps.  But not all of them do.  Find one that puts 
you first. 

3. Buying high and selling low 

It is tempting to buy shares when the market is rising and sell them when the market is falling.  
Here’s how the cycle goes – it starts with doom and gloom.  Then the market starts to rise.  Then 
people notice that the market has risen.  Then everyone starts talking about it, even taxi drivers and 
hair dressers.  Then you consider buying shares.  Then you actually do it.  By now the market has 
already risen 20% and you miss the best part of the market.   
 
What happens next?  The market starts falling.  Then you notice the market is falling.  So you feel 
nervous.  And you sell after the market has already fallen 10%.  You end up selling for less than you 
paid.  And then the cycle starts all over again. 
 
How do you avoid this?  Simple – don’t try to time markets.  Set your asset allocation (per cent in 
shares v property etc) based on your risk profile and stick to it.  Most people are not good at timing 
markets.  But they try to do so anyway and lose money as a result. 

4. Picking losers 

Most people are not good at selecting which companies to invest into.  People tend to pick 
household names that have done well in the past.  But that doesn’t mean they will do well in the 
future.  To pick the right companies you often need to take a different position from what everyone 
else is doing.  There are some basic rules you should follow: 

 Pick companies that are making profits and paying dividends 

 Pick companies that are trading on reasonably low Price/Earnings ratios (that is, you don’t 
pay too much relative to the profit the company is making). 

 Pick companies in sustainable industries.  Examples of unsustainable industries would be 
discretionary retail and old media – because the internet is eating into their profits. 

5. Putting your eggs in one basket 

Your portfolio should be diversified across countries, asset classes, industries, and individual 
securities.  For example – consider a portfolio consisting of 25% in each of ANZ, CBA, NAB and 
Westpac.  All your money is invested into Australian banks with very similar businesses.  On any 
given day, if the price of one of them falls then the price of all them probably falls.  That is not 
diversification at all. 

6. Not seeking advice 

Too many people try to do it themselves.  If you enjoy investing – that’s OK, use 10% of your assets 
as play money and have a great time.  Don’t forget that this is your retirement you are playing with.  
An extra 1% p.a. over many years can mean the difference between struggling on the age pension 
versus having a comfortable retirement. 
 
Making your own investment decisions on the basis that you enjoy it is the most expensive pastime 
of all.  It could be costing you a small fortune. 
 



 
 
If you can avoid these mistakes then you should be able to earn higher returns and reduce your 
investment risk.  That means a better standard of living in retirement.   We know that investing 
doesn’t come as naturally to many people as it does to us.  If you need help then can call us on 1300 
546 300 (1300 LIME 00).  The initial consultation is on us. 
 
 
 
 
General advice warning 
The information contained in this article is of a general nature only and may not be appropriate for your 
personal circumstances.  You should consult a financial adviser or other qualified professional before acting on 
the information contained in this article. 


