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No Kevlar?
No water?
Combat Ready?

’1 Environment + Emotion + Stress = Irrationality
A
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UQ: Is A darker than B?

Edward H. Adelson

.
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It ain't what you don't know that gets you into trouble. It's what
you know for sure thatjust aint so. 0O

T Mark Twain

Edward H. Adelson

"1 Beware of Overconfidence
o1
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Overconfidence Test (90% Confidence)

Question Low High Units
1. Martin Luther King's age at death
2. Length of the Nile River KM © MILES *

3. Number of countries that are members of OPEC
4. Number of books i the OldTestament

5. Diameter of the moon KM © MILES &

6. Weight of an empty Boeing 747 KG © POUNDS @
7. Year in which Wolfgang Amadeus Mozart was born
8. Gestation period (in days) of an Asian elephant

9. Air distance from London to Tokyo. KM © MILES @

10. Deepest (known) point in the oceans. METRES  FEET &

o
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Overconfidence Test (90% Confidence)

QlEEﬁﬂl j S —— N P Y T laacic

: : 1.39 years
1. Martin Luther King' death

e age o 2. 4,187 miles
2. Length of the Nile River 3. 13 countries
3. Number of countries that are members of OPEC | 4. 39 books
4. Number of books in the OldTestament . 2,160 miles
_ 6. 390,000 pounds
6. Weight of an empty Boeing 747 8. 645 days
7. Year in which Wolfgang Amadeus Mozart was born 9. 5,959 miles
10. 36,198 feet

8. Gestation period (in days) of an Asian elephant ,
9. Air distance from London to Tokyo. KM ¢ MILES &
10. Deepest (known) point in the oceans. METRES  FEET &

’ 1 Stock Forecast for Next Year?
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How Does The Mind Work?

UAREconomano
C 100% Rational
C Optimize well -being

U Humans
CSystem 1 (
CSystem 2 (n
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"'1 Nobody is Perfect
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But What 060s t he

***KNOWLEDGE***

An investment in knowledge pays the best
Interest.

(Benjamin Franklin)
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COMMON BEHAVIORAL BIASES
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Anchoring Bias

GET A Kandom Number BETWEEN: WTP with | WIP
SSN (w/o
| 1 land. 100 | SSN}

Last two

digits of SSN | <50 | =50 -

Product
Toaster $25 | $32.5

1

Anchors matter

'-'1 What is my Revenue Growth Projection?

. Source: Simonson |, and A Drolet, 2004, Anchoring Effects ot-Consumersd Willin
alpha architect Pay and Willingness -to-Accept, Journal of Consumer Research 31, p. 681 -690 10
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Framing Bias

o
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Framing Questions

UDoyou prefer ground beef that 1 sé
C 75% lean
C 25% fat?

UDoyou prefer a medication thateée
C 90% chance of keeping you alive?
C 10% chance of killing you?

U Stocks are great U Stocks are great:
C 1/1/1927 to  12/31/2013 C 1/1/1927 to 12/31/2013
C Stocks earn 9.91%/year C $100 to$ 371.451.75!
U Recommendation: U Recommendation
C Buyalow -costindex C Pay me to invest

"1 Am | Being Manipulated by Framing?
LA
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Availability Bias

"1 Anyone Want to Buy Earthquake Insurance?
LA
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