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Winning the Battle
Against Emotion

By Ron Rice
Head of Marketing

Your biggest investmentrisk has a pulse.

Every major market decline follows the same script. The headlines grow darker. Financial news becomes a running tally
of losses. Friends start asking if they've moved too much into stocks. Someone at a backyard barbecue proudly

announces they "got out before things got really bad."

It's fascinating because, despite decades of research and millions of words written on investing, our instincts haven't
changed much. And that's because investingisn't primarily a math problem. It's a psychology problem.

Behavioral economists have spent years studying why otherwise intelligent people make surprisingly poor financial
decisions. The findings are remarkably consistent: emotions often overpower logic when money is involved.

One of the strongest forces at work is something called loss aversion. Research suggests that the pain of losing
$10,000 feels roughly twice as powerful as the satisfaction of gaining the same amount. Our brains are wired to avoid

pain first and seek rewards second.

That instinct served our ancestors well when danger lurked around every corner. It can be remarkably expensive in the
stock market. When markets fall, our brains interpret uncertainty as danger. Instead of asking, "What has

fundamentally changed?" we ask, "How do | make this feeling stop?“
Selling often provides immediate emotionalrelief. Unfortunately, relief and good investing rarely travel together.

History shows that many of the market's strongest recovery days occur shortly after its worst declines. Investors who
move to the sidelines during periods of fear often miss the very rebound they were waiting to feel confident enough to

re-enter.
It's one of investing's great paradoxes: by the time investing feels safe again, much of the opportunity has

already passed.
There's another psychological trap that receives less attention — recency bias. We _—
naturally assume that whatever has happened lately will continue indefinitely. During I
bull markets, optimism feels permanent. During bear markets, it becomes difficult to P
imagine brighter days ahead. In both cases, recent experience quietly disguises itself —
as long-term reality. _—
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“Our brains evolved to run from danger. Unfortunately, -
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Wall Street has discovered that the same wiring that o :
kept our ancestors alive can make investors panic at : -
exactly the wrong moment." n :
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The market, however, has never been particularly interested in following our emotions.

Over decades, it has weathered wars, recessions, financial crises, pandemics, inflation, political

uncertainty, technological revolutions, and countless predictions that "this time is different.“ Yet patient

investors have repeatedly been rewarded not because they predicted the future, but because they remained committed
to a thoughtful plan when emotions encouraged them to abandoniit.

That doesn't mean ignoring risk. Quite the opposite.

Successfulinvestingisn't about pretending volatility doesn't exist. It's about recognizing that emotional decisions often
create more damage than market volatility itself. Managing risk includes managing our own reactions.

One of my favorite observations comes from legendary investor Warren Buffett, who famously advised investors to "be
fearful when others are greedy, and greedy when others are fearful." Simple advice. Exceptionally difficult to practice.
Human nature tends to pull us in precisely the opposite direction. That's why investment discipline isn't built during bull
markets. It's built during uncomfortable ones.

The most successful investors aren't necessarily the smartest people in the room. They're often the ones who develop
systems that prevent emotion from making important decisions. They diversify. They revisit their long-term goals instead of
reacting to short-term headlines. They recognize that temporary volatility is the admission price for long-term growth.

Perhaps the greatest advantage an advisor provides isn't predicting markets at all.
It's helping clients avoid becoming their own worst enemy.
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Investor 1Q Takeaway:

(1) Markets will always fluctuate.

@ Headlines will always compete for your attention.
@ Your emotions will always have an opinion.

Butlong-term investment success often belongs to those
who learn one simple lesson:

Don't just manage your portfolio.
Learn to manage the person making
- the decisions.
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or arecommendation to buy or sell any specific security, strategy, or investment product. The information

contained herein reflects the views of Summit Global Investments (“SGI”) as of the date of publication and is S U M M ITG LO BA |_
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Investment advisory services are offered by Summit Global Investments, LLC, an SEC Registered Investment
Adviser. Investing involves risk, including possible loss of principal, and there is no guarantee that targets or Www.sgipw.com
objectives will be met. Diversification does not eliminate the risk of loss.
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