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Women May Be Better Investors Than Men

“Well, | think we tried very hard not to be overconfident, because when you get
overconfident, that's when something snaps up and bites you.” — Neil Armstrong

Tehwoth

"Sorry I fired you, Maggie. I got my husband's
testosterone patches mixed up with my
estrogen patches.”

| have made many mistakes over my lifetime, and without a doubt | will make many
more. From a traditional Wall Street perspective, my past career as a government bond
and interest rate derivatives trader would be considered an outlier.

This realization began to sink in once | started competing for coveted investment bank
trading positions, in New York years ago. | did not graduate from an Ivy League
university; | wasn’t a college athlete, and | did not have connections. | attended
University of California at Santa Barbara for my freshman year, but after taking a few
years off to start a hip-hop music and lifestyle magazine during the early/mid 90’s, | then
graduated from San Francisco State University. This lack of pedigree made it highly
unlikely any Wall Street managing director would ever give me the time of day.
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Despite these long odds, | still managed to break through and eventually get offered the
sought-after opportunities many wide-eyed would-be traders dream of. Obtaining the
CFA Charter surely helped, but more than that it was my perseverance and proving to
my peers through results that | was just as good as any of them.

| have a soft spot in my heart for the underdog - probably because this is how | have
tended to view myself. The underdog does not get recognition, does not receive the
benefit of the doubt, and does not get offered the lay-up opportunities. The underdog is
always fighting.

Therefore, when | hear or see a woman on a Wall Street trading desk achieve success,
| know based on experience and in my heart how good she must be to have over-come
the cultural and institutional hurdles ubiquitous at the highest levels of finance.

In this spirt, the below New York Times article, Women May Be Better Investors Than
Men. Let Me Mansplain Why.,” hits close to home. Investing has long been considered
a masculine endeavor, but some research shows many men achieve poor results due to
overconfidence and poor judgement.

As an investment manager and adviser to families, it is always a bonus for me to
receive perspective from both my male and female clients. Balance is key.

*kkkk

Women May Be Better Investors Than Men. Let Me Mansplain Why.
Overconfidence is bad, and women are less likely to fall victim to it.

The New York Times

October 29, 2021

Merrill was a guy, and so was Lynch. Goldman? A dude, and Sachs as well. Charles
Schwab is a man, and so was E.F. Hutton. Gordon Gekko was an alpha male. And
Jordan Belfort, the Wolf of Wall Street? Total bro.

Heroes or villains, winners or losers, real or imagined, our iconic investors are very, very
male. But that’s a mistake — because it turns out that women are often better at
investing.

Fidelity offered up the latest evidence this month: Over a 10-year period, its female
customers earned, on average, 0.4 percentage points more annually than their male
counterparts. That may not seem like a lot, but over a few decades it can add up to tens
of thousands of dollars or more.



“Invest like a woman is what you learn from this,” said Lorna Kapusta, head of women
investors and customer engagement at Fidelity.

This isn’t the first time that researchers have found women to be the better investors.

The surprising thing about this phenomenon, however, is that neither women nor men
seem to be aware of it — and they end up depriving themselves of some lessons that
might help both genders invest better.

Fidelity’s analysis covered 5.2 million customer accounts (some people had more than
one), from 2011 to 2020. It looked at individual retirement accounts, 529 plans and
basic brokerage accounts that individuals (not financial advisers) controlled, but not
workplace accounts like 401 (k)s. No strategies were excluded: Those who traded
individual stocks were tracked along with those who stuck to mutual funds.

The source of women’s superior returns is the way they trade. Or, rather, how they
don’t. Female Fidelity customers bought and sold half as much as male customers.
Vanguard saw similar patterns over the same decade-long period when examining
workplace retirement accounts that it manages; at least 50 percent more men traded in
them than women did every year during that time.

This is very bad. In a now classic paper that appeared in The Journal of Finance in
2000, titled “Trading Is Hazardous to Your Wealth,” two professors, Brad M. Barber and
Terrance Odean, proved just that. From 1991 to 1996, individual investors who traded
the most earned an annual return that was 6.5 percentage points worse than the overall
performance of the stock market.

The following year, the two professors tackled trading and gender in a different

paper called “Boys Will Be Boys.” Sure, women traded more than they should too, and
from 1991 to 1997, their trading reduced their net returns by 1.72 percentage points per
year. But the even more frequent buying and selling men engaged in caused them to
take a 2.65 percentage point hit — more than twice the male underperformance that
Fidelity found years later.

Why do men trade too much? Professors Barber and Odean chalked it up to
overconfidence. And where does overconfidence come from? William J. Bernstein, a
neurologist who turned his attention to investing years ago, points to testosterone.

The hormone causes three problems for investors: It decreases fear, increases greed
and very much contributes to overconfidence. “It does wonderful things for muscle mass
and reflex time but doesn’t do much for judgment,” he said.

If you fear too little, you’re more likely to get hit hard when markets fall, since you’ll have
too much money in the wrong kinds of investments. Similarly, too much greed can lead
to too much risk. As for overconfidence, Mr. Bernstein, who is the author of books,
including “The Investor’s Manifesto,” suggests a self-administered test question: How
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certain am | of what I’'m doing? “In finance, if you’re certain of anything, you’re out of
your mind,” he said.

Women, meanwhile, probably aren’t as confident as they should be. Fidelity’s evidence
on this topic is downright depressing: In 2017, one of its surveys showed that just 9
percent of women thought that they would outperform men as investors. This year, only
14 percent of women said they knew a lot about saving and investing and 33 percent
felt confident making investment decisions.

How did we get here? Some of the answers are obvious, for women who are married to
men at least: For a long time, many husbands simply seized control of everything to do
with investing, whether because the men felt entitled to have control as they were the
sole or primary earners or because they had an undeserved conviction that they were
better suited for the task. It’s hard to gain confidence with no experience.

To even attempt to invest is to make choices in the absence of complete information.
But this can be hard for women, said Manisha Thakor, a financial planner and founder
of MoneyZen, a consultant in Portland, Ore. “Women are socialized to be perfect, to
know everything before we take a step,” she said, pointing to a TED Talk that Reshma
Saujani, founder of Girls Who Code, gave on the topic. “Men are more comfortable
making decisions without knowing everything,” she added.

Ms. Kapusta of Fidelity also places some of the blame for under confidence on the way
that the financial services industry has talked about itself. “It’s jargon,” she said. “Alpha.
Beta. Even the way new solutions are named. Roboadviser. What’s a roboadviser?”

Investing should not involve weird words or be complicated, though. Buy a few funds
that grab every stock or bond in a particular market segment, take a reasonable amount
of risk given your investment goals and time horizon, and then leave the money

alone until you need it.

That last part is important, given that investing success has a lot to do with your
behavior. You can learn the basics of investing in five minutes, but you need to keep
your emotions in check for five decades or more to succeed.

That’s what studies like Fidelity’s boil down to. And every time another like it emerges,
it’s worth shouting the results from the rooftops, so that more women feel good about
starting to invest or keep doing it in a way that leads to outsize success.

Is there a risk of defaulting to stereotypes here? Sure. These are averages we’re talking
about, and underconfident men and fearless women are all around us. Many young
men hang on every word that Cathie Wood, a famously aggressive money manager,
utters.



Certainly, a lack of fear and above-average greed can enrich lucky people of either
gender who put all of their money in a bucket that contains just a handful of stocks that
end up doing very well. This only works, however, if they leave it there over decades
and don’t make the mistake of selling when stocks have fallen and buying when they
are high.

In an interview this week, Professor Odean, a finance professor at the Haas School of
Business at the University of California, Berkeley, gave some guys an out. After all,
some of the money in the Fidelity accounts that the company studied was probably a
kind of play currency.

He has no problem with people gambling on stocks with money that they can afford to
lose, if that is how they define fun. Maybe that could be 10 percent of your overall
portfolio, with the rest in investments that you leave alone while they capture every
stock or bond in the market.

One question for women in heterosexual marriages and men in gay ones, then, is this: If
you long ago handed off the investing responsibility to your husband, perhaps now is a
good moment to initiate a little chat to make sure your household is following that 90/10
rule. “It's not like every husband is out there buying GameStop,” Professor Odean said.
“But if your husband is, you might want to make sure that he’s doing it with a little bit of
money and not a lot.”

Ms. Kapusta said couples should be sitting down at least once a year to discuss their
investing strategy, anyway. It shouldn’t be an argument, either.

“It's OK to have a glass of wine,” she said.

And maybe you can bring out the best in each other.

*kkkk

Over the past couple of weeks, | started to decrease risk. This was mainly due to a
change in tone coming from various Fed speakers, which began to weigh on markets.
Before this most recent Fed meeting, it became more apparent monetary tightening in
the form of a decrease in its asset purchase program, and the possibility of quicker Fed
Funds rate hikes could be realized sooner than originally discounted. Many of the past
headlines explaining the recent difficult market conditions were focused on the COVID
Omicron variant, but for me, a potential tightening of monetary policy caught more of my
attention.

Based on the post-Fed meeting reaction to Chair Jay Powell’s Q&A session, it appears
the market believes monetary policy could be less hawkish than originally feared — and
so, stocks shot up led by the technology sector.
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| think Jay Powell’s supreme balancing act, satisfying both the hawks and doves could
buy the market a few extra weeks of better returns than would have occurred otherwise.
Ultimately, the winds are changing, which means the market leaders of today could be

the laggers of tomorrow.

For a trade, | may deploy some cash to equities to gain greater exposure into year-end,
but it would only be short term in nature. My conviction is low at this juncture.

The economic forecasts of slowing growth and inflation in 2022 resonate more
prominently with me. As a result, the Fed may be tightening up too late in the cycle,
which counterintuitively could put a bid to the long end of the yield curve and shift equity

outperformance to the less sensitive market sectors.

ASSET CLASS & SECTOR OPINIONS

OVERWEIGHT NEUTRAL

UNDERWEIGHT

U.S. Real Estate & Related Equities Communication Services Sector

Small Capitalization Stocks

Large Capitalization Technology Leisure & Hospitality Financial Services Sector

Consumer Discretionary Sector Gold & Gold Miners Consumer Staples

Healthcare Biotech &

Pharmaceuticals Mortgage Backed Securities Materials Sector

Aerospace & Defense Local Currency EMG Bonds Leverage Loans (Floating Rate Debt)
Emerging Markets Equities High Yield Corporate Bonds Treasury Inflation Protection Securities
U.S. Treasury Notes & Bonds Energy Related Equities

International Developed Market
Investment Grade Corporate Bonds | Equities

Sincerely,

Justin Kobe, CFA

Founder, Portfolio Manager & Adviser
Pacificus Capital Management




Advisory services through Cambridge Investment Research Advisors, Inc., a Registered Investment Adviser. Securities
offered through Registered Representatives of Cambridge Investment Research, Inc., a broker-dealer, member
FINRA/SIPC. Cambridge and Pacificus Capital Management are not affiliated.

Material discussed is meant for general illustration and/or informational purposes only, and it is not to be construed

as investment, tax, or legal advice. Although the information has been gathered from sources believed to be reliable, please
note that individual situations can vary. Therefore, the information should be relied upon when coordinated with individual
professional advice. These are the opinions of Justin Kobe and not necessarily those of Cambridge Investment Research,
are for informational purposes only, and should not be construed or acted upon as individualized investment advice.
Investing in the bond market is subject to risks, including market, interest rate, issuer credit, inflation risk, and liquidity
risk. The value of most bonds and bond strategies is impacted by changes in interest rates. Bonds and bond strategies with
longer durations tend to be more sensitive and volatile than those with shorter durations; bond prices generally fall as
interest rates rise, and the current low interest rate environment increases this risk. Current reductions in bond counterparty
capacity may contribute to decreased market liquidity and increased price volatility. Bond investments may be worth more
or less than the original cost when redeemed. Diversification and asset allocation strategies do not assure profit or protect
against loss.



