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Doing well with money isn’t necessarily about
what you know, it’s about how you behave.
Money -investing in particular, is typically
understood to be a math-based undertaking,
where data and formulas offer solutions. But in
the real world people don’t make decisions on a
spreadsheet, they make them at the dinner table
where personal history, ego, pride, marketing and
the naked extremes of fear and greed are all
scrambled together. All of these reside in the
prefrontal cortex -the control centre of emotions.
This part of the brain often overrules the
cerebrum, the left side of the brain which governs
logical, analytical thought processes.

One such example of emotion getting the better
of us, is the seduction of pessimism. For reasons
I have never understood, people like to hear that
the world is going to hell in a hand basket.
Optimism sounds like a sales pitch, while
pessimism sounds like someone trying to help
you. This is strange because optimism is the best
bet for most people, because the world tends to
to get better for most people most of the time.

Take Japan in the late 1940s. The nation was gutted by defeat from World War II in every way -
economically, industrially, culturally and socially. A brutal winter in 1946 caused a famine that limited food
to less than 800 calories per person per day. The headlines in newspapers and media in general were
pessimistic and fed on each other, re-enforcing the cheerless despondency of the nation. Yet within the
lifetime of those born during the war, the Japanese economy would grow 15 times the size it was in
1945, Japanese life expectancy would double, the NIKKI 225 stock exchange (Japan’s largest) would
increase dramatically, unemployment would remain under 6% for decades and Japan would emerge as
a world leader in electronic innovation.

It goes without saying that anyone predicting this outcome would have been dismissed as being
unrealistically optimistic and the idea would have been summarily discarded as little more than wishful
thinking. Yet we know, with the benefit of hindsight, that Japan was able to transform itself into the
world's second largest economy by the early 1980s.

Optimism is a belief that the odds of a good outcome are in your favour over time, even when there will
be setbacks along the way. The explanation for this is that most people wake up in the morning trying to
make things a little better and more productive, as opposed to waking up looking to cause trouble. This
belief is the foundation of optimism. It’s not complicated -but it’s not guaranteed either. It’s just the most
reasonable bet for most people most of the time.

And yet pessimism prevails when dealing with money. There is an unequal aversion to loss, when
directly compared to gains. This asymmetry between the power of positive and negative expectations or
experiences has an evolutionary history. Organisms that treat threats as more urgent that opportunities
have a better chance to survive and reproduce.

Notwithstanding this generative explanation, when it comes to investing in capital markets, we are
unreservedly optimistic and a century of data backs this up. Statistically, stock markets have gained in
three of four years on average. That’s 75% of the time and when they do, 75% of those times markets
have been up by double digits. This optimism doesn’t change, even during times where markets are
falling. Our challenge is to communicate this optimism -and the underlying reasons for it, to you as our
client.

Be patient, be focussed and above all, be optimistic. Things will get better over time.

Thank you for reading!
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Mutual Funds and some Segregated Funds provided by the Fund Companies are offered by Martin
Weiler, a registered representative, through Worldsource Financial Management Inc., sponsoring mutual
fund dealer. Other Products and Services are offered through First Capital Financial Corporation.This
email and any attachments are intended only for the recipient(s) named in this email and may contain
personal and/or confidential information. If you have received this email in error, please email the sender
immediately, and delete the original email. Dissemination, distribution, or copying of all or any part of this
message by anyone other than the intended recipient(s) is not authorized.The information provided in
this email and/or attachment/s is solely for general and educational purposes and is based on the
perspectives and opinions of the owners and writers. It is provided with the understanding that it may not
be relied upon as, nor considered to be, the rendering of tax, legal, accounting, or professional advice.
Please consult an appropriate professional regarding your particular circumstances. References to third
party goods or services should not be regarded as an endorsement of those goods or services. All
information provided is believed to be accurate and reliable, however, we cannot guarantee its accuracy.
Commissions, trailing commissions, management fees and expenses all may be associated with mutual
fund investments. Please read the prospectus and/or the fund facts before investing. Mutual funds are
not guaranteed, their values change frequently and past performance may not be repeated.
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