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Is the value of the

asset increasing?

No

Are you considering
selling the asset?

[ 1

No

Yes

!
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Do you believe that the
asset’s value will revert to

the mean?
—— NO Yes

I

You may be subject to
gambler’s fallacy, in
which your expectations

are skewed by past
events.

Consider whether the
asset fits within your
existing portfolio and

is appropriate for your
goals, risk tolerance,
and time horizon.

Are you considering
selling the asset?
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No

I

Yes

v

Have you learned
something new about

the asset?
Yes No

I

You may be subject to
cognitive bias, in which

you reject new
information.

»>

Do you feel strongly about
the future prospects of

the asset?
No Yes

!

You may be subject to
overconfidence bias,
in which you place

excessive faith in your
own judgment.

Did the asset’s value
> decline from a high point
you hold as a reference?

L1

No

Yes —

Are fellow investors selling
the asset right now?

!

L1

Do you believe that the

You may be subject to likelihood of further loss
anchorin)é bias, iri which ves NO ——> outweighs the likelihood
you hold the asset to a of further gain?
purely psychological l
benchmark. _ T T
You may be subject to
herd meqtality, in which No Yes
you are influenced by
Do you know a lot about the actions of others.
the asset (e.g., through l
personal experience or
knowledge)?
T T Was the asset inherited or
Yes No ——> gifted, or do you hold it
for sentimental reasons? v

!

You may be subject to
affinity bias or
confirmation bias, in

which you place value
on assets that are
familiar to you.

T T Consider whether the
asset fits within your
existing portfolio and
is appropriate for your
l goals, risk tolerance,
and time horizon.

Yes No

You may be subject to
endowment bias, in
which you place more
value on the asset
because you own it.

You may be subject to
loss aversion bias, in

which you place more
emphasis on avoiding
loss than seeking gain.
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