Wheel of Investor Emotion Instruction Sheet

Instructions
1. Ask the client how often they check their statements

2. Start with “DAILY”

54 %toseeagain
1:2 good-to-bad ratio

Your chance is

3. Discuss the values in the window
* Focus on the ratio
« Take note of the“emoticon” before you move on

That's roughly a

Typically this e/ is how you feel

4. Rotate clockwise to the other time periods, repeating
step 4 (note how the numbers get better the less
often clients check their return)

Because you gain 3,942 units of emotion*

While you lose 6,716 units of emotion

KEEP CALM  CHECK LESS

Brandes Wheel of Investor Emotion

5. When you're done, ask the client what he or she plans
to do moving forward

What does it do?

It shows clients how checking their investment returns
less often may reduce physical and emotional stress, and
potentially improve long-term returns by staying invested.

*Prospect Theory states that for every good result a person sees, 1 Unit of Emotion is gained.
But when a bad result is seen, 2 units are lost since a loss has twice the impact. Excessive checking
can therefore lead to stress, leading to poor decisions. You might even end up abandoning a
good-performing investment. The figures above are based on the book Fooled by Randomness:
The Hidden Role of Chance in the Markets and in Life by Nassim Nicholas Taleb.

Who should use it and for what purpose?

Advisors and institutional investors should use it with clients as a tool to discuss the benefits of thinking long
term as opposed to focusing on the short term.

What's the rationale?

The Wheel is designed to help you help your clients appreciate the value of checking portfolios less often. This
will help them focus on investing for the long term. Studies have shown that bad news has at least twice the
emotional impact of good news. And, even with a solid-performing investment, the more often you look, the
more likely you are to see bad news. Therefore, frequent checking can add to disproportionate anxiety, loss of
sleep, and other stress factors detrimental to overall good health. Furthermore, stressed-out investors often
abandon good plans made in concert with their advisor, falling into a sell low, buy high scenario.

It should not be assumed that any security transactions, holdings, or sectors discussed
were or will be profitable, or that the investment recommendations or decisions we
make in the future will be profitable or will equal the investment performance discussed
herein. Strategies discussed are subject to change at any time by the investment
manager in its discretion due to market conditions or opportunities. Please note that
all indices are unmanaged and are not available for direct investment. The information
provided in this material should not be considered a recommendation to purchase or
sell any particular security.
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