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Subject: March 26 Market Reaction

Time for some good news...

On Tuesday March 24, the Standard and Poor’s 500 Index rose over nine percent — one of the best days
ever for the index. Most of the communications distributed recently have been in response to the
downside of today’s market events. Why do we respond quickly during adverse events and not those
that are positive? One explanation is the difference in our emotions during good and bad times. This
can somewhat be explained by the term loss aversion, the bias on which the study of investor economic
decision making, behavioral finance, was constructed.!

Loss Aversion is a bias in which people strongly prefer avoiding losses as opposed to achieving gains, so
much so, that negative experiences are two times more impactful to us than those that are

positive.? For example, how many times have you called your financial professional to ask why the
market is up versus an inquiry as to why it is down?

Why? It could be evolutionary. It seems that humans, like all organisms, survive because of a heightened
sense to avoid threats to endure and progress. It was and is a necessary part of our DNA, and we still
feel it today. Subconsciously, it appears our first instinct is to avoid the pain associated with losses and
the unknowns of market turmoil — we cannot help it. That is why we ask investors to pump the brakes
on their emotions and review their long-term objectives.

We will never be certain how markets are going to perform day-to-day, but we want to make sure we
are capturing those days that are meaningful. Even during this unknown, let’s make sure we celebrate
tiny victories like Tuesday even though we are not thinking about them.

As always, please call me for additional help and guidance.
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