Eight
Common, Expensive
Investor Mistakes
(and how to avoid them)

At SPI Capital we work with investors looking to preserve and grow
wealth through UK residential property.
From our experience, we’ve identified eight of the most common (and
expensive) investor mistakes.
This report highlights these mistakes, with real life examples and quick
tips to help you to avoid them.

Mistake #1:
Making emotional decisions

Often investors struggle to remove the emotional
dimension from their decision-making.
This can lead to low-performing investments, wasted time, effort and money.
For example, Sergei (names have been changed, to protect investor identities) was
attracted by the stunning Computer Generated Images and idea of investing in
property he could see himself living in.
As a result, he overpaid for a new build property investment, and his return
delivered less than half of what he could have made with a less “glamorous” asset.

Quick tip:
If you’re investing to preserve and grow wealth, make sure your decisions are based
on your strategy and data, rather than emotions.

Mistake #2:
Indecision

Many investors suffer from “paralysis by analysis”.
They don’t have a clear strategy or plan, and a clear way to measure success, so they
end up doing nothing.
No decision is still a decision. For example, Jeff spent hours researching the right
strategies, and analysed lots of deals over 3 years.
He never managed to find an opportunity that met his criteria, because he did not
have an investment strategy or clear criteria.
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Quick tip:
To avoid indecision, make sure you have clear goals, a strategy and an action plan for
how to achieve your goals. In practice, if you don’t have the capability to do this
yourself (which many investors don’t), find a specialist who can help you create a
strategy and help you implement it.

Mistake #3:
Diving in

The opposite problem to indecision is diving in too
soon, often due to FOMO (fear of missing out) or the
kind of emotional decisions highlighted in Mistake #1.
For example, Elon invested in 6 Houses in Multiple Occupancy (HMOs) before he
realised the additional workload associated with managing an HMO.
The higher gross yield promised was attractive. The work that went along with it
was not.

Quick tip:
A great way to avoid diving in is to have a clear goal, strategy and action plan, with
measurable criteria for not only the financial returns but the time and effort
required to achieve those returns.

Mistake #4:
Relying on capital growth trends

By the time you read about the latest ‘hotspot’, the best
opportunities may well have passed.
"Following the crowd” and relying on popular trends ahead of conducting your own
asset and area research can easily result in the wrong decisions.
For example, Larry invested the money from his business on the basis of what had
worked before: Central London.
His view was that he could buy, then sell in a year - making a tidy profit thanks to
capital growth.
What he did not consider was that the drivers of a property market can change over
time, and that trends do not all apply to every property in the area..
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Quick tip:
Don’t rely solely on capital growth, or so-called ‘hotspot’ tips as performance will be
beyond your control. Market changes are generally beyond the control of any single
investor.

Mistake #5:
Mistaking price for value

Many investors assume that asking price reflect a
property’s value, and that negotiating a discount
means it’s a great deal.
For example, Michelle bought three properties off plan and negotiated a 10%
discount. What she didn’t realise was that the true market value was far less
than the price she had negotiated, which she believed to be ‘below market
value’.

Quick tip:
‘Cheap’ or “discounted” doesn’t mean good value. ‘Expensive’ doesn’t mean
overpriced. Asking price and fair value may not be the same and must be
analysed carefully.

Mistake #6:
Trying to time the market

For long term investors, time in the market is more
important than timing the market.
For example, Anya delayed investing for three years following the EU referendum on
the basis of uncertainty. In fact, this led her to miss out on hundreds of thousands of
pounds.
Her intention was to focus on rental yields and growth in regions which have strong
demand and supply drivers: attractive areas to live in, with limited available housing.
These drivers were not changed by international politics.
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Quick tip:
If you have the right strategy and a long-term time horizon, there is no bad time
to invest. The only guarantee around timing is that by delaying and doing nothing
you won’t make any investment return.

Mistake #7:
Speculation

Some investors mistake high potential returns with
realistic returns.
Investors in speculative projects can end up taking on huge risks, often without
knowing it.
For example, Alexa did not want to miss out on an exciting crowd-funded
development in Manchester, which forecast a 30% investor return. The problem
was, it was a speculative deal. Returns were underpinned by high risk. She ended
up losing 50% of her capital.

Quick tip:
Investors don’t always consider the potential downside. Remember, if it sounds too
good to be true, it probably is. Be cautious and carry out thorough due diligence.

Mistake #8:
Underestimating the work required

Thinking you can invest alone when you don’t have the capability to do so
professionally can be dangerous, risky and costly for all concerned.
There is a growing body of regulations to comply with, which makes it harder for individuals to invest independently.
For example, Steve underestimated the work, stress and effort required to build and then manage his portfolio. Once
he had acquired the properties, he found himself spending weekends and evenings dealing with problems and sorting
out paperwork. Hardly the “passive income” he had hoped for.
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Quick tip 1:

Quick tip 2:

Be honest about how much time and effort you want to
put into investing, do you want to be “hands on” or
“hands off”? If you want to create passive income with
limited time commitment on your part, you must
outsource the work required. Work with experienced,
trusted professionals who are incentivised to optimise
your portfolio and its returns.

Don’t be fooled into thinking you can or should do all
the work yourself in order to save money. This can be
a false economy. If you do decide to invest
independently, make sure you’re prepared to set
aside enough time to deal with property and tenant
issues, and stay on top of regulations and “red tape”.

Find out more about building a
hands-free portfolio
SPI Capital is an algorithm-driven property asset manager that builds hands free portfolios
for private investors. To discuss working together to build your UK residential property,
email info@spi.capital to arrange a confidential, no obligation conversation.

