
 

 

 
 

What Type of Investor Are You? 
 

Key Takeaways 
Are You More Logical or Emotional? 

How Does This Impact Your Decisions and Investments? 
Decisions are driven by two systems in the brain: 

1. Quick decisions (intuition or emotion,) which can mistake what is familiar or easy to 
understand with what is correct. 

2. Deliberate decisions (logic,) which can be lazy, building arguments to support intuition 
instead of testing it. 

In order to avoid common missteps, you need to examine your decisions. 
 
Decisions, Decisions, Decisions…Who Has the Time? 
Think back over the last week, how many decisions did you make each day? If you are like the 
average American you made hundreds1, if not thousands of them, which can contribute to decision 
fatigue2. Many of these are made quickly, and are often driven by intuition or emotions, whereas 
others require more consideration and are driven by logic3. When was the last time you stopped to 
identify which one was driving your decision? Moreover, how often do you question the validity 
of a conclusion? When it comes to making big decisions, like investing your money, it is important to 
take a moment to question your assumptions and decisions. Doing so  is a common thread that 
connects successful investors, like Benjamin Graham and Warren Buffett. To quote the “The Oracle of 
Omaha”, “profit from folly rather than participate in it.” Do you know how much participating in 
that folly may be costing you?  
  
Do You Buy What’s Best? 
Imagine you are in the market for a new pair of shoes. Are you more likely to try on a brand which 

you are already familiar with, even if you have never worn it before? Without even thinking, most 
of you likely said “yes,” but why? One reason may be that you have a positive emotional connection 
to it: you like its commercials or the company’s philanthropic work so many positive aspects of the 
brand’s shoes come to mind. Another reason may be that when you face the relatively difficult 
question of “which brand is best?” your brain answers the easier question of “which brand is 
familiar?” It is a mental shortcut which ultimately makes things which are easier to answer, easier to 
believe.  Objectively, neither of these reasons – positive connection or easy reasoning – mean that the 
familiar brand is the best brand of shoes for you. But it can be difficult to look past the intuitive 
answer to the logical one. This is because, left unchecked, the logical side can be somewhat lazy: it 
can build and believe arguments that support your intuition, instead of testing it4. So, the information  
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you gain from trying on the shoes may be supporting your initial decision more than helping you to 
judge the quality and fit of the shoes. A classic example of the “cart” coming before the “horse”.  
 
Avoiding the Folly 
When it comes to buying a new pair of shoes, the stakes are fairly low. It is easy though to see how 
this same thought process, when applied to investing, can have a much larger impact. So, what can 
be done to avoid lazy logic? And what are other major missteps to which you may be susceptible? 
Over the next few weeks I will highlight other common ways that quick decisions and logic can lead 
you astray so that you can identify to which ones you may be the most susceptible. In the meantime, 
if you would like to learn more about what influences decision making, check out “Thinking Fast and 
Slow” by Nobel Economist Daniel Kahneman and “Willpower: Rediscovering the Greatest Human 
Strength” by New York Times writer John Tierney and Psychologist Roy Baumeister 
 
Stay tuned over the next few weeks to learn the answers to these questions and so much more! 
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