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1. same old

)ad habits
kew good
espnent

We love self-help books in
Ireland. While living in the
now or practising gratitude
may not quite be the
investor’s first choice,
finance has its own regular

strategic and tactical advice.
Get-rich-quick trading

too 1s the growing area of
investor psychology, or
“behavioural economics”.

I couldn’t believe my eyes,
back in 2012, when Thinking,
Fast and Slow, written by US
economic professor Daniel
Kahneman hit No 1 on the
Hodges Figgis bestseller
shelves.

Kahneman’s analysis of
decision making sells by the
millions, and readers have
applied his insights right

across finance, business and

even their personal lives.

| Still, in my experience, as

much as we learn about
behavioural economics.

stream of bestsellers offering

strategies are popular, vet so

investors still tend to revertto |

| old habits.

We appear hard-wired to

' fall into certain traps. I think

we are particularly
susceptible to these mistakes

| inIreland, as we don't have

generations of experience in

' managing money.

Ireland is the global

'~ equivalent of a teenager who

suddenly came into some |
money. When we compare
ourselves with the Swiss, for |
example, we still have an
awful lot to learn. They have
had wealth for hundreds of
years, and experience has
taught them to think long
term, make rational decisions |

and invest well.

In comparison, Ireland

was a relatively poor country,
in developed economy terms,
until the early 1990s. Our first

taste of wealth came soon
after. Even allowing for the
2008 crash, we are still a
wealthy nation.

We have all made some of
the classic investment
mistakes set out by the
behavioural economists.
Apparently, there are now

' more than 100 recognised

biases, or common errors in
investing.

Availability bias is most
common. We attach more
value and weight to

| & - " . -
information that is readily

available. In the mid-
noughties, the success of the
property market was
heralded everywhere:
television, newspapers,

dinner party chatter. it seems

| we are more influenced by

news or information that we
have just heard, compared
with information we heasd 3
vear ago. We can't help but
allow this informaton o
influence us

We are more likely o
Invest in companies we know
and recogmise. | meet new
clients working for US
technology mu/inationalks,
with significant sums bailt up
in their stock ontion
sChemes. They also have
their pension investedina
“tech”™ fund. i1 1s the same
mistake made by senior bank
staff in 2006, who had allof
their savings in hank shares.
It the company fails, they lose

- their job and their savings-

Anchoring is another very

' common bias, particulanly

constant risk. wEseek y
information that su
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searches. This just enhaﬂeagw

our view and makes us more
confident, perhaps over-

confident. By seeking o




