Podcast summary for Guest Segment with Daniel Crosby - TDI Podcast #911 (03/9/2025)

Quick recap

Andrew and Daniel discussed their experiences with the software system Orion, and the impact of
wealth and money on people's emotions and decision-making. They also explored the concept of
behavioral finance, the dangers of recency bias and politically motivated investing, and the impact
of social media on people's perception of their lives and financial status. Lastly, they discussed the
four main cognitive errors that contribute to financial mistakes, the concept of overconfidence, and
the importance of finding a balance between work and life for happiness.

Summary

Behavioral Finance and Money's Impact

Andrew and Daniel discussed the importance of money and its impact on people's emotions and
decision-making. They explored the concept of behavioral finance, which is the study of the
intersection of mind and markets. Daniel shared his personal journey into behavioral finance,
revealing that his interest in the field was sparked by his father, a financial advisor, who recognized
the psychological aspects of his work. They also touched on the addictive nature of money and the
influence it has on people's emotions, often leading to irrational decisions.

Wealth, Capitalism, and Societal Challenges

Andrew and Daniel discussed the impact of wealth and the role of capitalism in society. Daniel
highlighted the shift from a world where 85% of people lived in poverty to one where 9% do, attributing
this change to the success of capitalism. However, he also noted that this wealth has led to new
problems such as mental health crises and a sense of loneliness. Andrew agreed, suggesting that
the world's wealth has created different problems, including emotional responses to news that can
lead to impulsive financial decisions. They both acknowledged the need for investors to navigate
these challenges effectively.

Recency Bias and Political Investing

Daniel discussed the dangers of recency bias and politically motivated investing. He explained how
investors often assume recent trends will continue indefinitely, leading to hubris and a lack of
diversification. He also highlighted how political affiliations can influence investment decisions, with
people often underperforming when their preferred candidate is not in power. Andrew agreed with
Daniel's points and added the concept of contrarianism, suggesting that simple actions like
rebalancing investments annually can be effective forms of contrarianism. They concluded by
discussing the potential impact of these behaviors on current market situations.



Confirmation Bias and Social Sentiment

Andrew and Daniel discussed the concept of confirmation bias, which is the tendency to seek out
information that confirms one's pre-existing opinions. They noted that this phenomenon has become
more pronounced in the age of social media, where people tend to become more polarized rather
than more centrist. They also touched on the idea of social sentiment in stock trading, which is
influenced by the level of interest shown on platforms like StockTwits. Andrew suggested that this
sentiment could be used to create algorithms for investment decisions. The conversation ended with
a mention of the trend following area in trading.

Exploring Behavioral Tendencies in Markets

Andrew and Daniel discussed the behavioral tendencies that influence market trends, specifically
the 'hurting' and 'comparative' behaviors. They agreed that these behaviors are driven by the human
tendency to work together and compare oneself to others. Andrew likened this to the 'Peacock
Feather' discussion, where individuals compare themselves to others, often leading to feelings of
misery. Daniel further elaborated on this, stating that these behaviors are hardwired into humans and
are not going away. They also touched on the impact of social media on these behaviors, with Andrew
suggesting that it amplifies the comparative game, leading to feelings of inadequacy and
dissatisfaction.

Social Media and Financial Perception

In the meeting, Daniel and Andrew discussed the impact of social media on people's perception of
their lives and financial status. Daniel emphasized the importance of being mindful of one's
reference class, comparing oneself to similar individuals rather than those with seemingly better
lives. Andrew then shifted the conversation to the topic of the Big 4 behavioral errors in investing,
which Daniel agreed to discuss further. The conversation ended with Andrew expressing his
admiration for Daniel's work in behavioral finance at Orion.

Cognitive Errors in Financial Decisions

Daniel discussed the four main cognitive errors that contribute to financial mistakes. The first error
is ego, which encompasses various forms of overconfidence. The second error is emotion, which
involves confusing gut feelings with numerical analysis. The third error is attention, which involves
mistaking loud news for significant risks. The fourth error is conservatism, which refers to risk
aversion and a preference for the status quo. Andrew acknowledged the relevance of these errors in
everyday life, using the example of overestimating one's driving abilities.

Overconfidence and Decision-Making Impact

Andrew and Daniel discussed the concept of overconfidence and its impact on decision-making.
Daniel shared research on how men tend to overestimate their own abilities, such as being better



looking or having a better sense of humor. They agreed that this overconfidence can lead to poor
decisions, like over-trading and attempting to time the market. Daniel also pointed out that people
tend to forget their worst trades and remember their best ones, further perpetuating overconfidence.
Andrew concluded that this overconfidence is a form of self-protection, but it doesn't serve well in
maximizing returns.

Retirement, Happiness, and Work-Life Balance

Andrew and Daniel discussed the concept of retirement and happiness. Andrew shared his personal
experience of moving to Florida at a young age, inspired by the idea of retiring there. However, he
noted that many people are unhappy in retirement, even with sufficient assets. Daniel introduced
research from Dr. Martin Seligman, which suggests that a happy life involves five key elements:
positive experiences, engagement, relationships, meaning, and advancement. He argued that work
provides four of these elements well, except for relaxation and leisure. Daniel also mentioned the
increasing longevity and the need to plan for longer lifespans, suggesting that people need to find a
balance between work and life. The conversation concluded with Daniel encouraging listeners to buy
his book, "The Soul of Wealth," and Andrew expressing his appreciation for the insights shared.



