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Charlie Munger’s guiding principle is “invert, always invert”.

This maxim encourages individuals to approach a situation or problem by
flipping it upside down, examining it from the reverse perspective to enhance
clarity of thought and gain deeper insights.

In line with this philosophy, Daniel Mahncke has identified 9 common
heuristics or shortcuts, that won’t enhance your investment ability. In fact,
they are likely to make you a far less effective investor.

Steer clear of these pitfalls!
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9 Heuristics that Make You a Worse Investor:

Definition: Heuristics are mental shortcuts that enable you to make
quick but (often) less-than-optimal decisions.

1. Affect Heuristic: Most of our decisions are based on emotions or “gut
feelings” rather than logic.

2. Anchoring Heuristic: We base decisions on so-called Anchoring Points
(for example, stock prices). All subsequent thinking is "anchored" to that
point.

3. Familiarity Heuristic: We assign higher quality to things that seem
familiar to us.

4. Similarity Heuristic: We overweigh (recent) past experiences when
assessing the probability of future experiences.

5. Simulation Heuristic: We overestimate the probability of events that we
can visualize effortlessly.

6. Social Proof Heuristic: We agree with the herd. We assign quality to
things other people like and the other way around.

7. Hot-Hand Heuristic: We overestimate our chances of success after a
streak of recent successes.

8. Availability Heuristic: We tend to base our decisions on information that
is easily accessible.

9. Common Sense Heuristic: When an answer seems very simple, we don't

question it further.
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Ian De Lange CA(SA)

Chief Investment Officer

Ian and the team would love to answer any questions that you may have.
Please just send an email to global@seedinvestments.co.za.

If you have not yet done so, please check out the latest Seed Market
Overview for a more comprehensive look at the global landscape.

View Market Overview

Follow Ian On Social Media
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https://www.seedinvestments.co.za/wp-content/uploads/2023/10/2023-09-Seed-Market-Overview.pdf
https://twitter.com/iandelange1
https://www.linkedin.com/in/ian-de-lange-3111b76/
https://youtu.be/TR95PTiCCrE

