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The cost of the “bandwidth tax”
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Chart adopted from Anandi Mani, Sendhil Mullainathan, Eldar Shafir, Jiaying Zhao (2013). Poverty Impedes Cognitive
Function. Science. Vol(341): 976-980.

% BARCLAYS



Problem: even simple financial choices are complex
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Past performance is not a reliable indicator of future results
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l If you bought in 1975
Oand sold in 1995, your
average annual return
would have been 12%
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The experience we should base decisions on
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The experience we do base decisions on
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Cycle of investment emotions

Equity fund flows reached $27bn and
$25bn in Jan and Feb 2007

Exuberance\l . :
gedl R, Equivalent figure for
.
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Oct 2008 saw net equity Panic Apathy e
fund flows of -$71bn \ . o
Capitulation © .+*  Depression
0... . as®
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Panic selling in 2012 meant investors missed 2013 rally
Net US equity fund flows for 2012 stood at -$94bn — 2013 US Equity return: 35%

Flow data source: Mind the Gap 2014, Morningstar.
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Do less than you think you should

2 7 I I I
1 I : I : :

Completely  Slightly Neither Slightly  Completely
disagree agree agree nor agree agree
disagree

| buy and sell investments
more than | should

To do well in the financial markets you
have to buy and sell often

Barclays Wealth Insights Volume 13 (2012)
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Trading can be hazardous to your wealth
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Source: Barber & Odean 2000
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The costs of being human

Danger of buying high Danger of selling low

Portfolio Return

Time
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Buying emotional insurance through smoothing

Emotional
Insurance

Portfolio Return

Time

% BARCLAYS



13

Maximising Anxiety Adjusted Returns

Expected Portfolio Efficient Frontier
Returns
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Measureable aspects of financial personality

Decision Style

Risk Attitudes
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Choice architecture matters!

Morningstar.com subscribers presented with 8 funds to construct portfolio
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Number of Funds Selected

© Source: Benartz & Thaler 2006
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What does it take to be confident and informed?

1. 2 =
Examples . Emotional
Education  Engagement
Comfort
_ Information _
Disclosure Little, or none None None
Caveat emptor
Defaults Opt-out negative negative Some
Nudaes Save More Tomorrow None, or None, or Some
J Impulse Savings negative negative
Just in time education
Engaged .
Cﬁoigc e Social Norms Yes Yes Yes

Gamification
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What do investors need, and when?

Nudge

» Defaults
« Automatic escalation
» Glidepaths
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‘Mid Engage
Career _
» Targeted choice
P * Forced choice
Early * Holistic systems
Career « Just in time education

« Gamified engagement
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A toolkit for behavioural change

Educate — targeted ‘just in time’ education

Provide — giving access to the tools/account features that make it easier
Encourage — incentives, up front awards, matching, lottery approaches
Nudge — make saving easier, withdrawing harder; communication
Engage — help people make better decisions; gamify/engagement

Shove — changing cultural norms

N o 0ok~ 0 DhPE

Experiment — field testing; randomised control trials
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White Paper
Overcoming the cost of being human

f anxiety-adjusted
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White Paper

Asset allocation at Barclays
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Wealth Briefing Awards 2014
Winner: Outstanding Contribution to Wealth Management

Thought Leadership

Financal Personally Assessment  Behavioural Fnance  Our Investment Philosophy  Latest  Contact Us

Discover your
ial Personality

ENTER NOW

Are you shrewd?

THE MARSHMALLOW

S TEST

Martin Wheatley, Chief Executive, FCA

The best financial service companies, the most consumer-
focused, go to considerable pains to make sure their customers
are steered towards the best products and the most suitable.
We should applaud these firms and learn from them:

[Firstly] Greg Davies at Barclays Wealth, who is now doing
pioneering work to both help investors understand their
preferences and behavioural tendencies, as well as to use this
knowledge to achieve better investment performance

AN EFFICIENT ALTERNATIVE
TO MODERN
PORTFOLIO THEORY

BEHAVIORAL
INVESTMENT

MANAGEMENT
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Disclaimer

This document has been issued and approved hy Barclays Bank PLC. Where information in this document has been obtained from third*parties, the sources are believed to be reliable but we do not represent or warrant its
accuracy, and such information may be incomplete or condensed. This document does not constitute a prospectus, offer, invitation or solicitation to huy or sell securities and is not intended to Provide the sole basis for any
evaluation of the securities or any other instrument, which may be discussed in it. Any estimates and opinions included in this document constitute our judgement as of the date of the document and may be subject to change

without notice. Past performance is not an indication of future Performance.

This document is confidential. It may not be reproduced or disclosed (in whole or in part) to any other person without our prior written permission. Law or regulation in certain countries may restrict the manner of distribution
of this document and persons who come into possession of this document are required to inform themselves of and observe such restrictions. We or our affiliates may have acted upon or have made use of material in this

document prior to its publication.

Barclays offers wealth and investment management products and services to its clients through Barclays Bank PLC and its subsidiary companies. Barclays Bank PLC is registered in England and authorised by the Prudential

Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. Registered No. 1026167. Registered Office: 1 Churchill Place, London E14 5HP.
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