
When Should You Sell a Losing Stock?

Description

Often one of the biggest mistakes that investors will make is holding onto a stock for too long after the
investment clearly hasn’t worked out. Holding onto a stock hoping for it to appreciate back to the price
you bought it for is usually driven by emotion, something we as investors need to avoid. So it’s crucial
that when you have a losing stock, you know when to double down and invest more, but also when to
cut your losses and sell.

Not only can holding onto an underperforming stock continue to lose you money if it falls even further
in price, but even if it trades flat, you’ll be underperforming several other stocks and opportunities that
you could have reinvested that money into.

An excellent example of this is Air Canada stock. While it hasn’t declined that much over the last year,
it hasn’t gained in value either. I warned of this a little over a year ago and instead recommended
investors forget Air Canada and buy a stock with potential now, such as Freehold Royalties.
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And as you can see, over the last year, while Air Canada stock has continued to trade flat, and actually
lost investors some value, Freehold has earned a total return for investors of 125%.

So here’s how to decide when to sell and move on from a losing stock in your portfolio.

When to sell a losing stock

Typically, you’ll want to abandon an investment idea and sell your stock when the situation changes
significantly, or your original investment idea hasn’t worked out. When you originally bought the stock,
there was likely a reason you did it.

Consider what has happened in the meantime. If the circumstances in the industry have changed, or if
the company has been unable to execute on goals, you’ll want to re-evaluate your investment and
potentially decide to sell the stock. If something different has happened, such as the pandemic
impacting it, and it’s significant enough to impact the strategy considerably, it’s likely worth selling.

Sometimes unfortunate things happen. That’s why we diversify our portfolio. But more often than not,
it’s much better to cut your losses quickly than to hold on for months or even years and hope for a
stock to recover.

Investors still holding BlackBerry, for example, after last year’s massive rally may want to sell. The
stock was already highly speculative last year, plus it faces heavy competition in the tech space. In
addition, there are plenty of other tech stocks that not only trade cheap but offer a better opportunity for
growth.

Bottom line

Investors need to exercise discipline at all times. It’s crucial we do our best not to let emotions drive
decisions. At the same time, we don’t want to hold on to poor-performing stocks, we also don’t want to
sell high-quality stocks just because they are down slightly, out of fear of larger losses.

You shouldn’t sell every stock that underperforms or experiences a dip. You need to decide which
stocks are the highest quality to know when to abandon an idea and when to double down and use the
dip as an opportunity to buy more of the stocks you truly believe in.

If you can do this, stay disciplined, and keep a long-term mindset, cutting your losses and riding your
winners, you’ll maximize the long-term growth potential of your portfolio.

CATEGORY

1. Investing
2. Stocks for Beginners

PARTNER-FEEDS

1. Business Insider
2. Koyfin

COMPANY NAME
Address | Phone | Link | Email

default watermark

Page 4
Footer Tagline

https://www.fool.com/investing/how-to-invest/portfolio-diversification/
https://staging.www.fool.ca/investing/investing-in-technology-stocks/


3. Msn
4. Newscred
5. Quote Media
6. Sharewise
7. Smart News
8. Yahoo CA

PP NOTIFY USER

1. danieldacosta
2. jguest

Category

1. Investing
2. Stocks for Beginners

Date
2025/08/10
Date Created
2022/03/06
Author
danieldacosta

COMPANY NAME
Address | Phone | Link | Email

default watermark

Page 5
Footer Tagline



COMPANY NAME
Address | Phone | Link | Email

default watermark

Page 6
Footer Tagline


