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The Dangers of Hindsight Bias

Hello Rebecca,

A recent article in Forbes delves into an
intriguing and often underestimated
psychological phenomenon that can subtly but
significantly shape your financial decision-
making in pernicious ways.

Hindsight bias, encapsulated by the colloquial
phrasing "I knew it all along," causes us to
misremember past events such that they
appear more predictable in the present. When
it comes to financial planning and investing,
this tendency can cloud our judgment, leading
us to believe that certain outcomes were more
foreseeable than they actually were. Although
this may seem like an innocent fudging of the
truth, the reality is that it can negatively
impact decision making by fostering
overconfidence or eliciting undue caution.

Consider those moments when a passed-over
stock over triples in value, or when an
unanticipated market downturn comes to
pass. The instinctive retrospection of believing
we "saw it coming" may lead to skewed risk
assessment, misguided strategies, and,
ultimately, suboptimal investment results.
Recognizing this tendency and its dangers are
the first steps to mitigating its effects,
ensuring your financial decisions are rooted in
rational analysis rather than retrospective
illusions.

See (and share!) the articles below for more
information on hindsight bias and much else
as well.

Let’s safeguard your financial journey from the
pitfalls of cognitive distractions by continuing
to build a more prosperous tomorrow
grounded in a clear-eyed, forward-thinking
strategy.
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Think You Saw It Coming? How
Hindsight Bias Limits Your
Ability To Learn

Sept. 23, 2024

Also referred to as the “knew-it-
all-along” effect, this common
cognitive bias causes us to...

Read more —

Wall Street Wants You to Be
Manic. Be Focused Instead.
Sept. 19, 2024

Wall Street wants you to be a
short-term event addict. If you
are overly focused on daily...

Read more —

Hard earned truth: These are
the five cognitive biases that you
should fear most

Sept. 20, 2024

Overconfidence, loss aversion
and the fear of missing out will
put your investing returns at risk.

Read more —

Three big investment questions
I’m asking now — and so should
you

Sept. 23, 2024

FT As the fourth quarter looms,
portfolio risk, US equities and
China are all that matters.

Read more —
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Test-Drive Your Retirement The rules for buying a house are
Spending While You’re Still changing

Working Sept. 23, 2024

Sept. 22, 2024

"E:ﬂ';m,‘ Crunching the numbers of

WSJ Retirement takes money—and ":ﬂlt}l _ Canada’s new mortgage rules.
surprisingly lots of practice. Don't o
get discouraged if it's not... Read more —

Read more —
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