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Behavioral Economics - Common Investor
Mistakes to Avoid (that could cost you and
your trusts thousands)

Jason Ware, MBA
Partner & Chief Investment Officer

& crour Behavioral *what-a-nomics*?
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“Investing is not really the study of finance.
It’s the study of how people behave with
money.”

~Morgan Housel
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Josh Brown

CEO, Ritholtz Wealth Management
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How To Avoid It

There ar e avold this bias.
Actively bring up nusual ideas. Introduce
controversial ideas as a question. Ta
time di
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Source: geekwrapped.com

Self-Serving Bias

or example in the
Try to take your
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Your Brain on Money

high on cocaine or morphine

The brain activity of a person making § on their
inwestments is indisfinguishable from a person m“n mun
Financial losses are processed in the same area

of the brain that responds to mortal danger

Quwr brains automatically & unconsciously expect a
3 repetition after it sees 2 in-a-row

The anticipation of a gain evokes a much larger
response than actually receiving the gain

The bigger the potential gain the greedier you feel
(regardiess of how poor the odds might be})
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1926-1956: The Great Depression, a stock market crash of more than 80%, World War
|1, The Korean War and four recessions.

1956-1986: The Civil Rights Movement, the Vietnam War, a president was
assassinated and another forced to resign, an oil price shock from the OPEC embargo,
double digit inflation and interest rates and six recessions.

1986-2016: Black Monday in 1987, the Savings & Loan crisis, Desert Storm, 9/11, wars
in Iraq and Afghanistan and three recessions.
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= S&P 500 30 Year Annual Returns Starting in 1926
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S&P 500 Returns: 1928-2017
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The red line is the average so you can see how wide the fluctuations are from year to
year. It’s also interesting to note how few annual returns are anywhere near the long
term average. These inconsistencies are one of the reasons the stock market
befuddles so many people.

Source: Michael Batnick, The Irrelevant nvestor.
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. SMart-sounding reasons to sell stocks
during a period the market went up 100x after inflation
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Deficits

Russia defaults
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Red scare
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How Often do Investors Guess Correctly?
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Estimated Growth of $100k Over 20 Years
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Inflation-Adjusted Government Bond Drawdowns: 1926-2017
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Here's what the stats look like for the longest bear markets for each since 1926:"

Asset Worst Real Peak-to-Trough  Peak-to-Breakeven
Class Bear Market Length Length
S&P 500 -54.0% 85 Years 12.7 Years
5-Year Treasuries -43.7% 40.8 Years 45.0 Years
Long-Term Treasuries -67.2% 40.8 Years 50.8 Years

Source: Returns 2.0

LT Gov't Bonds E 16

Source: Ben Carlson ‘A Wealth of Common Sense’
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Source: Morningstar & Fidelity Investments 17
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“Pain is inevitable.
Suffering is optional.”

- Haruki'Murakami,
What | Talk About When'#Talk About Running *
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What we will do

v Get to know you — your goals, desires
and passions

v' Set proper expectations about how
we will work together; markets; and
various scenarios for your wealth

v Determine an appropriate asset
allocation and financial plan for you

v" Build portfolios in service to that plan

v' Ensure goals are on track with
periodic reviews
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ALBION Have a dialogue about what you will / won’t do

What we won’t do

Do all the talking

Try to avoid every drawdown

Try to time the bottom

Put you in a black box or “rule of
thumb” asset allocation model

Overcomplicate it for the sake of
appearances

Set it and forget it
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info@albionfinancial.com

812 E 2100 S, Salt Lake City, UT 84106

albionfinancial.com

©

Compliance Disclosure

Investing in securities is subject to a number of risks and is not suitable for all investors. Investors should carefully consider their investment objectives, risk
tolerance, financial situation, and other information before investing. Additionally, the financial planning process is a great tool for providing clarity regarding your
financial life, however this process cannot provide certainty.
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