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“Intelligence doesn’t guarantee investment success. 
Warren Bu�ett once wrote, ‘Investing is not a game 
where the guy with the 160 IQ [or Intelligence 
Quotient] beats the guy with the 130 IQ. Once you 
have ordinary intelligence, what you need is the 
temperament to control the urges that get other 
people into trouble in investing.’ … Emotional 
intelligence is the true sign of investment smarts.”

—Ben Carlson, CFA, Director of Institutional Asset Management at 
Ritholtz Wealth Management, March 2024
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Emotional Intelligence: Why can it make 
you a better investor? 
For more than 100 years, IQ tests and scores have represented 
a familiar gauge of “book smarts,” with a 140 IQ as the 
generally accepted mark of a genius. We now know that there 
are many di�erent kinds of intelligence, including one that’s 
the subject of one of our favorite books, non-investing 
division. It’s called “Emotional Intelligence: Why It Can Matter 
More Than IQ,” The author, psychologist Daniel Goleman, says 
he was introduced to the concept of emotional intelligence 
(EQ) in an obscure academic journal article by two university 
professors, Peter Salovey (now Yale’s President) and John 
Mayer (University of New Hampshire), who defined EQ as “the 
ability to perceive emotions, integrate emotions to facilitate 
thought, understand emotions and to regulate emotions to 
promote personal growth.” From an investing perspective, 
we’d simply change the ending a bit: “to help drive long-term 
investment growth.” We’d also argue, along with Bu�ett and 
Carlson, that when it comes to the market, EQ>IQ.

All investing is emotional, with fear and greed o�en as drivers of 
financial markets. At NewSquare Capital, we o�en cite the annual 
investor study from Massachusetts-based financial services firm 
DALBAR1. Every year, its numbers splash across the media landscape, 
showing how the average equity fund investor lags the general 
equity market, o�en significantly, decade a�er decade. The average 
equity fund investor also lags a more conservative bond index over 
those periods of time. Why? A big reason is emotional investment 
decisions, such as when fearful investors sell during market downturns, 
or greed drives excessive risk-taking during market upswings. 

We know that managing your emotions is a major key to being a 
successful investor. It’s also one of every investor’s biggest 
challenges, and, based on the evidence, is a test that people 
consistently fail. They don’t have to—if they understand and 
develop EQ.

EQ can help make you a better investor (and financial 
advisor).

Truth is, IQ and EQ both have value when it comes to being 
successful in the market. IQ allows you understand and analyze 
asset classes, sectors, funds, stocks or what have you. EQ 
provides the rest: patience, discipline, perspective, and the ability 
to avoid rash decisions and potentially costly mistakes. 

In his book, Goleman breaks EQ into five core components:

• Self-Awareness – the ability to understand your own 
moods, and how that a�ects others around you

• Self-Regulation – the ability to control certain impulses 
and moods

• Internal Motivation – the vision to pursue goals with 
energy and creativity

• Empathy – the ability to understand what others are 
feeling and thinking, as well as their emotions

• Social Skills – the ability to manage relationships and 
build rapport
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At least three of those are hugely important for investors and 
financial advisors. Self-awareness helps us recognize the emotions 
and biases we all feel, and the impact they can have on our invest-
ment decisions. We can then regulate them and make them work for 
us, rather than allowing them to unduly influence us. When the 
market, or the noise surrounding it, tries to throw us o� track, 
internal motivation allows us to manage emotions and keep 
pursuing our investing goals in a disciplined way. Empathy and social 
skills also come into play, because understanding other investors’ 
sentiment and emotions, together with staying informed about 
trends and macroeconomic factors, can help us make better 
decisions. 

The best advisors in the business have high EQ, and they help clients 
develop theirs, by recognizing when emotions may be getting in the 
way, reminding them of what their well-thought-out investment plan 
is, providing guidance and support, and driving rational choices. 

Michael Batnick, Managing Partner at Ritzholz Wealth Management, 
is one who recognizes the importance of EQ for investors. "One thing 
that investors can do, and I'd guess less than 1 percent actually do 
this, is have a written plan before they make any investment. Having 
an exit plan on the way up and on the way down beforehand is a 
good way to minimize emotional involvement," he says.2

This insight into how investors’ emotions can get in the way is 
nothing new.  See what famed investor Benjamin Graham wrote in 
“The Intelligent Investor” as far back as in 19493: “We have seen 
much more money made and kept by “ordinary people” who were 
temperamentally well suited for the investment process than by 
those who lacked this quality, even though they had an extensive 
knowledge of finance, accounting, and stock market lore.”

The good news is, EQ isn’t static. You can develop this kind of 
intelligence and learn how to make emotions work in your favor. 
Focus on understanding your emotions and recognizing when your 
emotions flare. Think about some decisions you’ve made in the 
past. We’ve all made mistakes along the way, a�er all. Identify the 
role emotions played in getting you to that point. If you need to 
make a financial decision, assess your emotional state, keep calm, 
and make the most rational decision, combining IQ and EQ. Next 
time, you’ll likely be in a better position to embrace uncertainty as a 
part of investing, navigate the market’s swings, assess, and manage 
risk, and maintain your discipline and long-term perspective.

To learn more about emotional intelligence, we recommend reading 
Daniel Goleman’s bestselling book.

Market Review
Equities rallied in the first quarter of 2024, with the S&P 500® up 
10.5%. Dow Jones Industrial Average and Nasdaq Composite 
finished the quarter near all-time highs. A stronger-than-expected 
earnings season and higher forward estimates bolstered investor 
sentiment, along with the continuing resilience of the consumer. 
While inflation data was mixed at times, the U.S. Federal Reserve 
continued to signal multiple forthcoming interest rate cuts, although 
investors repeatedly pushed back the timetable for policy easing. 
Large-cap and growth stocks continued to lead the rally, as did the 
communication services and information technology sectors. That 
said, we continue to see signs of broadening, with strong gains for 
energy—as oil prices advanced by double-digits, leading a modest 
upward move for the commodity complex—and financials. Ten of 
the 11 S&P sectors posted gains, with real estate as the lone 
exception. The Fed and other key global central banks le�s rates 
unchanged in March, and by quarter end, market expectations 
seemed to be coalescing around rate reductions in June, in both the 
U.S. and Europe. Global economic growth forecasts shi�ed higher, 
especially in the U.S., leading to yet another dip in recessionary 
expectations.

Turning to fixed income, the Bloomberg US Aggregate Bond Index 
finished with a return of -.8%, a�er a sharp rally to close out 2023, 
amid concerns about elevated valuations across broad swaths of the 
market. The yield on the 10-year U.S. Treasury bond, which reached 
a 15-plus-year high above 5% in October 2023, briefly dropped 
below 4% in late January before generally rising to close the quarter 
at 4.20%, as expectations for interest rate cuts faded further into 
2024. High yield bonds broadly managed to post a positive return, 

while investment grade paper broadly declined but outpaced the 
Treasury market. Elsewhere, gold prices continued their 2023 rally 
and reached record highs in March, fueled in part by geopolitical 
uncertainty and hopes for interest rate cuts. Cryptocurrencies also 
rose sharply, less than 18 months a�er the FTX exchange collapsed, 
li�ed in part by the launch and SEC approval of spot Bitcoin 
exchange-traded funds.
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1 Study source: DALBAR QAIB 2023 study, Morningstar, Inc.

2 US News and World Report, December 13, 2016: “For Investors, Emotional Intelligence Is 
as Important as IQ”

3 Benjamin Graham, 1949: “The Intelligent Investor”

Indexes referenced: 

The Dow Jones Industrial Average (DJIA) is one of the best-known stock market indexes 
in the United States that measures the daily price movements of 30 large American 
companies on the Nasdaq and the New York Stock Exchange. It is widely viewed as a 
proxy for general market conditions and the U.S. economy as a whole. 

The Russell 1000 Index is a stock market index used as a benchmark by investors. It is a 
subset of the larger Russell 3000 Index and represents the 1000 top companies by market 
capitalization in the United States. 

The S&P 500® is widely regarded as the best single gauge of large-cap U.S. equities. The 
index includes 500 leading companies and covers approximately 80% of available market 
capitalization. The S&P 500® Equal Weight Index (EWI) is the equal-weight version of the 
widely-used S&P 500®. The index includes the same constituents as the capitalization 
weighted S&P 500®, but each company in the S&P 500® EWI is allocated a fixed weight - or 
0.2% of the index total at each quarterly rebalance. 

The Nasdaq-100® is a stock market index made up of 102 equity securities issued by 101 
of the largest non-financial companies listed on the Nasdaq stock exchange. 

The Russell 2000® Index measures the performance of the small-cap segment of the U.S. 
equity universe. The Russell 2000 Index is a subset of the Russell 3000® Index represent-
ing approximately 10% of the total market capitalization of that index.

The Bloomberg Barclays US Aggregate Bond Index is a broad-based flagship benchmark 
that measures the investment-grade, US dollar-denominated, fixed-rate taxable bond 
market. The index includes Treasuries, government-related corporate securities, 
mortgage-backed securities, (MBS) (agency fixed-rate pass-throughs), asset-backed 
securities (ABS), and commercial mortgage-backed securities (CMBS) (agency and 
non-agency).

Additional statistical data sourced from: Bloomberg Finance, LPL Research., Morningstar, 
and NewSquare Capital, LLC.

NewSquare Capital is an SEC registered investment advisor. Registration of an 
investment advisor does not imply any specific level of skill or training. For additional 
information regarding NewSquare Capital, please obtain the Form ADV, Part 2, which is 
available through your investment advisor representative or online by visiting: www.ad-
viserinfo.sec.gov. 

Please remember, past performance may not be indicative of future results. Investing in 
any investment vehicle carries risk, including the possible loss of principal, and there can 

be no assurance that any investment strategy will provide positive performance over 
a period of time. 

The information within has not been tailored for any individual. The asset classes 
and/or investment strategies described in this commentary may not be suitable for 
all investors. 

Historical performance results for market indices and/or categories have been 
provided for general comparison purposes only, and do not reflect the deduction of 
transaction and/or custodial charges, the deduction of an investment management 
fee, nor the impact of taxes, the incurrence of which would have the e¬ffect of 
decreasing historical performance results. It should not be assumed that your 
account holdings correspond directly to any comparative indices. Please note that 
you cannot invest directly in an index. 

The opinions expressed herein are those of NewSquare Capital as of the date of 
writing and are subject to change. This communication may include forward-look-
ing statements or projections that are subject to certain risks and uncertainties. 
Actual results, performance, or achievements may di¬ffer materially from those 
expressed or implied. 

The material is for informational, discussion purposes only, and is not to be 
construed as specific tax, legal, or investment advice. 

Due to various factors, including changing market conditions and/or applicable 
laws, the content may no longer be reflective of current opinions or positions. 
Moreover, you should not assume that any discussion or information contained in 
this commentary serves as the receipt of, or as a substitute for, personalized 
investment advice from NewSquare Capital. 

To the extent that a reader has any questions regarding the applicability of any 
specific issue discussed above to his/her individual situation, he/she is encouraged 
to consult with the professional advisor of his/her choosing.

NewSquare Capital is neither a law firm nor a certified public accounting firm and 
no portion of the commentary content should be construed as tax, legal or 
accounting advice. If you are a NewSquare Capital client, please remember to 
contact NewSquare Capital, in writing, if there are any changes in your personal/fi-
nancial situation or investment objectives for the purpose of reviewing/evaluat-
ing/revising our previous recommendations and/or services. 

Any offer to invest in the firm’s investment strategies can be made by a written 
agreement only. The information in this document is intended for U.S. residents 
only. Before investing, an investor should carefully consider the portfolio objectives, 
risks, charges, and expenses. For more information on NewSquare Capital and its 
investment strategies, visit newsquarecapital.com.
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