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TRADITION holds that emotion is the enemy of good investing, John Beveridge writes.
It is said to cloud reason and ensure that people underperform the market by selling low and buying high, instead of the other way around.

Now a study by the Academy of Management Journal has shown that hot-headed investors may do better than their icy-cool, logical competitors. 

Adding emotions to the decision-making process can enhance creativity, engagement and decision efficiency, the researchers wrote in a study published in the August-September issue. 

Myeong-Gu Seo, of the University of Maryland, and Lisa Feldman Barrett, of Boston College, found that the greater the average intensity of an individual's feelings, the higher their investment returns. 

Their study monitored 101 stock investors in a simulated trading exercise spanning four weeks. 

"Contrary to the popular belief that cooler heads prevail, people with hot heads -- those who experienced their feelings with greater intensity during decision-making -- achieved higher decision-making performance," they wrote. 

The professor's theory is that rather than emotions making you irrational, the intensity of your feelings can be related to how well you understand them. 

Put simply, investors who listened to their emotions were better able to regulate them. 

Perhaps legendary investor Warren Buffett put it best when he described his Berkshire Hathaway's approach to using emotion in investing. 

"We simply attempt to be fearful when others are greedy, and to be greedy only when others are fearful."

