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The information herein has been provided by CliftonLarsonAllen 
LLP for general information purposes only. The presentation and 
related materials, if any, do not implicate any client, advisory, 
fiduciary, or professional relationship between you and 
CliftonLarsonAllen LLP and neither CliftonLarsonAllen LLP nor any 
other person or entity is, in connection with the presentation 
and/or materials, engaged in rendering auditing, accounting, tax, 
legal, medical, investment, advisory, consulting, or any other 
professional service or advice. Neither the presentation nor the 
materials, if any, should be considered a substitute for your 
independent investigation and your sound technical business 
judgment. You or your entity, if applicable, should consult with a 
professional advisor familiar with your particular factual situation 
for advice or service concerning any specific matters.

CliftonLarsonAllen LLP is not licensed to practice law, nor does it 
practice law. The presentation and materials, if any, are for 
general guidance purposes and not a substitute for compliance 
obligations. The presentation and/or materials may not be 
applicable to, or suitable for, your specific circumstances or 
needs, and may require consultation with counsel, consultants, 
or advisors if any action is to be contemplated. You should 
contact your CliftonLarsonAllen LLP or other professional prior to 
taking any action based upon the information in the presentation 
or materials provided. CliftonLarsonAllen LLP assumes no 
obligation to inform you of any changes in laws or other factors 
that could affect the information contained herein.
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Disclosures
CliftonLarsonAllen Wealth Advisors, LLC (“CLA Wealth Advisors”) is an SEC-registered investment advisor that offers a wide array 
of private wealth advisory services.  For more information about CLA Wealth Advisors’ business practices, fees, and services, 
please refer to our Form ADV Part 2A (the “Disclosure Brochure”). Your investment professional must provide you with a copy of 
the Disclosure Brochure before or at the time when you enter into a legal agreement with us.

Performance can not be guaranteed and any references to past specific performance should not be interpreted as a promise to 
achieve results.  Investing involves various degrees of risk.  You may lose money, including the principal of your investment.

Before deciding whether to engage CLA Wealth Advisors to manage any investment assets, you should review CLA Wealth 
Advisors’ Form ADV Part 2A (the “Disclosure Brochure”). Our Disclosure Brochure provides detailed description of CLA Wealth 
Advisors, its services, fees, and other important information including explanation of conflicts of interest.  CliftonLarsonAllen 
Wealth Advisors, LLC is a wholly owned company of CliftonLarsonAllen LLP.

Different types of investments involve varying degrees of risk, including the loss of principal.  There can be no assurance that the 
future performance of any specific investment or investment strategy (including those undertaken or recommended by CLA 
Wealth Advisors), will be profitable or equal any historical performance level(s).
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Principals of Investing: Four Pillars
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Liquidity
Maintaining cash reserves 
for short, medium, & long 

term needs

Diversity
Spreading investments 
across different asset 

classes, industries, and 
regions

Risk Management
Maintaining an 

appropriate asset 
allocation, and properly 

rebalancing

Cognitive Baises
Systematic  behavioral 
patterns that influence 

our decision making
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Biases and Making Decisions
• We make 11,000 decisions a day

o Some take no time at all

• Heuristics are important
o a mental shortcut that helps us make decisions and judgments quickly 

without having to spend a lot of time researching and analyzing 
information

o We need these to get through our day

• Should these be driving factors when making investment 
decisions?
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• Behavioral Finance and Investing
o Our cognitive biases

 Overconfidence
 Confirmation Bias
 Anchoring
 Bandwagon Effect
 Loss Aversion

o How biases effect investment 
decisions
 What to look for
 Solutions

Principals of Investing
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• With 90% confidence, what 
age range would you say I 
was in? Low to high.

 30 – 34 years old
 35 – 39 years old
 40 – 44 years old
 45 – 49 years old

Overconfidence Bias Poll Question
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• How many tennis balls 
could you fit in an empty 
747 cargo plane? 

 1,000 – 100,000
 100,000 – 700,000
 500 – 250,000
 10,000 – 1,000,000

Overconfidence Bias Poll Question
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• When was the Mona Lisa 
painted? 

 500 – 1920 A.D.
 100 – 1300 A.D.
 500 B.C. – 1500 A.D.
 25 B.C. – 1999 A.D.

Overconfidence Bias Poll Question
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• What is the diameter of the 
moon? 

 2,500 – 100,000 miles
 250 – 2,500 miles
 10 – 900 miles
 500 – 10,000 miles

Overconfidence Bias Poll Question
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This Photo by Unknown Author is licensed under CC BY-SA

http://photo.stackexchange.com/questions/24651/what-focal-length-lens-do-i-need-for-photographing-the-moon
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• Impact on Investment decisions
o Thinking you’re better than 

average may fuel risky 
decisions.

 Overestimating risk 
tolerance

 Timing the market
 No/low diversification

Overconfidence and Investing
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Source: Fundamentals of behavioral finance: Overconfidence bias | Schwab Funds (schwabassetmanagement.com)

https://www.schwabassetmanagement.com/content/overconfidence-bias
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Risk management: the importance of rebalancing
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• Confirmation bias is a cognitive 
shortcut we use when gathering 
and interpreting information. 
Evaluating evidence takes time and 
energy, and so our brain looks for 
shortcuts to make the process 
more efficient.
o Oftentimes, humans need to 

make sense of information 
quickly however, forming new 
explanations or beliefs takes 
time and effort.

 

Confirmation Bias
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• Why it matters:

o Concentrated holdings

o Narrow sector visibility

o Realistic view on the 

market

Confirmation Bias and Investing
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This Photo by Unknown Author is licensed under CC BY-NC

https://blog.roboforex.com/blog/2020/01/08/how-to-make-money-on-investments/
https://creativecommons.org/licenses/by-nc/3.0/
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• Becoming attached to information that may 
not be accurate or relevant in the decision-
making process.
o The anchoring bias is a cognitive bias 

that causes us to rely heavily on the 
first piece of information we are given 
about a topic

o We interpret newer information from 
the reference point of our anchor 
instead of seeing it objectively. This can 
skew our judgment and prevent us 
from updating our plans or predictions 
as much as we should.

• Michael Jordan - Game 5 of the 1997 NBA 
Finals “Flu Game”

Anchoring
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This Photo by Unknown Author is licensed under CC BY-NC-ND

https://basicblogtips.com/a-list-blogger.html
https://creativecommons.org/licenses/by-nc-nd/3.0/
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Anchoring
• Jordan scored 38 points in 44 minutes, and hit the game 

winning 3 pointer.
o The Bulls ended up winning the Championship, and the moment 

became iconic.
 His shoes from that game sold at auction for $1.38 million

o No other athlete has replicated
 his “flu like” performance
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Anchoring and Investing
Tversky and Kahneman explained in their 1974 paper: "People make estimates 
by starting from an initial value that is adjusted to yield the final answer.”

Anchoring bias may be found at any point of the trading decision-making 
process and could happen for a few reasons. These include, among others:
• Limited time and attention for decision-making
• Over-reliance on heuristics or mental shortcuts
• Cognitive biases and irrational thinking
• Emotional attachment to prior prices or positions
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Anchoring to a Price Point
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Source: www.schwabassetmanagement.com 

http://www.schwabassetmanagement.com/
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Bandwagon Effect & Loss Aversion
• Meme Stocks

 The snowballing popularity of a stock, and people's subsequent decision to support and buy that stock, is an example of 
the bandwagon effect. Yes, the stock is popular and going up, but the reason you bought that stock is because so many 

people already had. Not because it was a good stock to own.
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Source: www.schwabassetmanagement.com 

http://www.schwabassetmanagement.com/
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Bandwagon Effect
Why it happens: The bandwagon effect describes that when an idea or belief increases in 
popularity, we are more likely to adopt it. There are a few reasons behind this, the first of which 
is efficiency:
• Our brain uses shortcuts
• We want to fit in
• We want to be on the winning side

Key Takeaway: Investors should try and resist putting too much faith in popular opinion as a tool 
for judging the worth of ideas and behaviors. What is good for the majority may not be good for 
you.
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Bandwagon Effect
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Herd Mentality: We are 
hard-wired to herd

One of the things to be very wary of is that we often 
find it emotionally or psychologically painful to go 
against the crowd.
•Fear of missing out – F.O.M.O.
•Fear of being wrong – F.O.B.W.

How to combat herd 
mentality

Slowing down the decision-making process
Have buy/sell disciplines
Always see the opposing viewpoint
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Source: FactSet, Standard & Poor’s, J.P. Morgan Asset Management.
Returns are based on price index only and do not include dividends. Intra-year drops refers to the largest market drops from a peak to a trough during the year. For illustrative purposes only. Returns shown are calendar year returns from 1980 
to 2022, over which time period the average annual return was 8.7%.
Guide to the Markets – U.S. Data are as of November 01, 2023.
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• Why investors value avoiding 
losses more than winning 
gains
o Behavioral scientists have 

found that the pain of a 
loss is felt more strongly 
than the pleasure of an 
equivalent gain

o Loss aversion can lead to 
portfolios that are too 
conservative.

Loss Aversion
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• Choose between losing 
$900 guaranteed or a 90% 
chance of losing $1,000. 

 Losing $900
 90% chance of losing 

$1,000

Loss Aversion Poll Question
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• Choose between getting 
$900 guaranteed or a 90% 
chance of getting $1,000. 

 Getting $900
 90% chance of 

getting $1,000

Loss Aversion Poll Question
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Loss Aversion
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Loss Aversion
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Source: www.schwabassetmanagement.com 

http://www.schwabassetmanagement.com/
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Principals of Investing: Four Pillars
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Liquidity
Maintaining cash reserves 
for short, medium, & long 

term needs

Diversity
Spreading investments 
across different asset 

classes, industries, and 
regions

Risk Management
Maintaining an 

appropriate asset 
allocation, and properly 

rebalancing

Cognitive Baises
Systematic  behavioral 
patterns that influence 

our decision making
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