Chart in a Minute

Are behavioral finance biases limiting your financial future?
Cognitive, emotional, and social influences can affect our investment decisions in ways we may not realize.
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Overconfidence bias
Confident that newly
elected President Trump
would deliver on campaign
promises, investors drove
U.S. equities higher.
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Anchored enthusiasm for
President Trump drove up
investor confidence even
further, helping U.S. stocks
continue to rally.

Availability bias
Many Baby Boomers viewed
the early 2018 selloff as an
opportunity to buy even more
stocks, expecting the market
rally to continue.

Rather than rebalance
after the stock market’s
recent-year run-up,
many investors held
onto their same stocks.

Recency bias

-19.8%
Economic deceleration

Ignoring the market’s
malaise, many investors
expected stocks to resume
their upward climb.

Loss aversion bias
Investors more worried about sustaining
additional losses than about potentially
capturing gains sold stocks.
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Our investment decisions are potentially
affected by a range of cognitive, emotional,
and social influences that can help drive the
U.S. stock market higher or lower.

Behavioral finance—a field that combines
economics and psychology to explain investor
behavior—refers to these influences as “biases.”

Even experienced investors may fall prey to
behavioral finance biases, which can lead to poor
investment decisions and results.

Sources: Charles Schwab Investment Management, Inc.; Bloomberg. Data from 10/31/16 to 12/31/19.

What does
this mean for
investors?

Ask your advisor how to help address your behavioral finance
biases and better achieve long-term financial success.
For more insights and to subscribe, visit us at schwabfunds.com.

Identify and help treat the investing biases that can hold you back.
Biagnostics is a framework designed to give you and your advisor insight into how
emotional and psychological influences may affect your investment behavior and
investment outcomes.1

Put the Biagnostics®
process to work.

With the Biagnostics toolkit, you can learn how to:
 Identify your specific cognitive and emotional biases.
 Understand which social and generational triggers affect your investing potential.
 Work with your advisor to create a customized Bias Freedom Plan to help treat
your biases on a long-term basis.
Ask your advisor to download a Biagnostics toolkit to get started at
www.schwabfunds.com/biagnostics.

Charles Schwab Investment Management
With a straightforward lineup of core products and solutions for building the foundation of a portfolio, Charles Schwab
Investment Management advocates for investors of all sizes with a steadfast focus on lowering costs and reducing
unnecessary complexity.
1 This

program is intended as a tool for use by professionals and does not constitute investment advice. The outcomes of this program are not guaranteed.

Important disclosures
Past performance is no guarantee of future results.
The information provided here is for general informational purposes only and should not be considered an individualized recommendation or personalized
investment advice. The investment strategies mentioned here may not be suitable for everyone. Each investor needs to review an investment strategy for his
or her own particular situation before making any investment decision.
Indexes are unmanaged, do not incur fees, and are unavailable for direct investment.
Some of the statements in this document may be forward looking and contain certain risks and uncertainties.
All expressions of opinion are subject to change without notice in reaction to shifting market conditions. Data contained herein from third-party providers
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For more insights and to subscribe, visit us at schwabfunds.com.

