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THE PERILS FOR INVESTORS OF TOO 
MUCH INFORMATION IN THE APP AGE
Key points

>  The more we are exposed to 

information about how our 

investments are performing,  

the greater the risk that we will  

be disappointed and at risk of  

making poor short term  

investment decisions.

>  The greater access to information 

around short term investment 

performance and the ever present 

worry list around investing via 

traditional media and increasingly 

from apps on our phones is likely 

accentuating this risk.

>  The key is to turn down the  

volume on financial news and  

find ways to filter it such that 

it doesn’t distort investment 

decisions.

Introduction

A decade or so ago a large Australian 
fund manager ran a campaign urging 
Australians’ to pay more attention to 
their superannuation (pension) savings. 
This initially struck me as good advice – 
after the family home for most of us it will 
end up being our biggest pot of savings 
so it makes sense to keep a close eye on 
it. And surely the closer we look at it the 
better the outcome? But over the years 
I have come to the view that we need 
to be careful here. In fact the avalanche 
of information around investing if not 
properly managed may be making us 
worse, not better, investors: more fearful, 
more jittery and more focussed on the 
short term than ever. I have looked at this 
theme before and the more I look into it 
the more convinced I have become that 
investors need to try and turn down the 
noise around investing. (See “The end 
is nigh, or is it? Try to turn down the 
noise,” Oliver’s Insights, November 2014.) 

The permanent worry list

The technology revolution has made it  
easier and easier to track our 
investments. And with this has come 
easier and easier access to information 
and views around the outlook for 
investment markets. Some of this is 
balanced, but a lot of it is not. For the 
last few years it seems there has been a 
constant worry list with a range of things 
about to drag us down into the next 
financial crisis: budget deficits, debt, 
money printing, the Euro, Greece (every 
six months!), hyperinflation, deflation, 
taxes, welfare spending, banks, retiring 
baby boomers, the government, peak 
oil, low oil, pollution, global warming, 
the Middle East, terrorism, Russia, a 
pandemic, China, the South China Sea, 
emerging markets and of course the 
current fascination being the Fed (will 
she or won’t she?). And of course the 
perennial worry in Australia relates to 
the residential property market.
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THE PERILS FOR INVESTORS OF TOO MUCH INFORMATION IN THE APP AGE CONTINUED

Big picture macro concerns have always 
been around. And I find it very hard to 
believe that things are any worse today than 
they were 100 years ago (when Europe had 
entered World War 1, living standards and 
life expectancy were a fraction of today’s and 
pandemics were a regular phenomenon). 
But the communication revolution means 
that such concerns are now regularly in our 
face. I cannot google something without 
links popping up to new disasters. The 
fascination with financial news has exploded 
– with several financial TV channels with 
24/7 finance updates interspersed with 
constant debate about what it all means. 
And this is now all accessible via apps we 
can have at our fingertips on smart phones.

Loss myopia
In a way this is all fun. But there are several 
risks. Human nature is naturally cautious 
because our brains evolved at a time when  
we had to be on the lookout for physical 
threats. As a result bad news always 
attracts more interest and so “bad news 
sells”. Of course, this also applies to 
financial news.

But it also feeds into a common behavioural 
trait called “myopic loss aversion.” And 
here lies the threat to our long term 
financial health. Oddly enough I was 
reminded of this by a great Wall Street 
Journal article I saw recently – “Keep 
Stock-Market Apps Off Your Phone”, by 
Dr Shlomo Benartzi – that I actually found 
on a stock market app on my phone! It’s 
long been observed that a loss in financial 
wealth is felt much more distastefully by 
investors than the beneficial impact of 
the same sized gain and in the world of 
behavioural economists – who study how 
people behave in relation to economic and 
finance considerations – this has come to 
be known as “myopic loss aversion”.

When the value of an investment falls it 
makes sense that unless something has 
fundamentally gone wrong investors should  
be thinking about increasing their allocation  
to it to take advantage of it now being 
cheaper and better value and therefore 
offering better return prospects. The reality 
though is that many are motivated to do the 
opposite as the distaste for loss combines 
with another well-known behavioural trait 
called “recency bias” that causes investors 
to give more weight to recent events than 
they should so they project recent news of 
falls in their investment into the future.

The information overload we are now 
seeing is likely to be reinforcing this 
because it is increasing our exposure to 
news about our investments. And this 
constant feedback is likely adding to 
“myopic loss aversion”. (Hopefully this is 
not getting too technical!) 

The shorter the horizon 
the worse shares look
In a family discussion about shares versus 
bank term deposits a relative once observed 
to me that there is no point investing in 
shares as they just go down about as much 
as they go up. I thought this odd as my 
experience has been a lot more positive. But 
then it occurred to me that for many people 
their perception of what shares do likely 
comes from daily updates – from the media 
or increasingly via an app. And this can lead 
to a very jaundiced experience. 

For example, if you track the daily 
movements in the Australian All Ordinaries 
share price index, measured over the last 
twenty years it has been down almost as 
much as it has been up with falls 47% of 
the time and gains 53% of the time. It’s little 
different for the US S&P 500 share index 
which has seen falls 46% of the time on a 
daily basis versus gains 54% of the time. So 
from day to day it’s pretty much a coin toss 
with bad news nearly half the time. 

By contrast if you only look at how the 
share market has gone each month 
and allow for dividends the historical 
experience tells us you will only get 
bad news (ie a loss) 35% of the time in 
Australia and the US. Looking only on a 
calendar year basis, data back to 1900 
indicates that the probability of bad news 
in the form of a loss slides further to just 
19% for Australian shares and 27% for US 
shares. And if you can stretch it out to 
once a decade, again since 1900, positive 
returns have been seen 100% of the time 
for Australian shares and 82% of the time 
for US shares.  
See the next chart.  

Daily and monthly data from 1995, data for years 
and decades from 1900. Source: Global Financial 
Data, AMP Capital

The point is that the less frequently you look 
the less you will be disappointed and so the 
lower the chance that a bout of “myopic loss 
aversion” will be triggered which causes 
you to adopt an investment strategy which 
is too cautious to meet your goals or leads 
you to sell at precisely the wrong time.

But is there any evidence backing this up? 
Yes there is. As the Wall Street Journal 
article sited above noted, a 1997 study by 

US behavioural economists Richard Thaler, 
Amos Tversky, Daniel Kahneman and Alan 
Schwartz showed that providing investors 
in an experiment “with frequent feedback 
about their [investment] outcome is likely to 
encourage their worst tendencies...More is  
not always better. The subjects with the 
most data did the worst in terms of money 
earned.” Basically what’s happening here 
is that investors tend to go for the safer 
lower returning investment options when 
more frequent feedback on their investment 
performance is provided.

Of course, the greater access to financial 
information we are now seeing in the media 
and via mobile devices is having the effect 
of encouraging us to look at our investments 
more frequently not less – via daily and even 
more frequent updates. And around this is  
an avalanche of news and other information 
that is often out of context, often irrelevant  
and often in the bad news category. This  
has the effect of exposing us to more  
frequent news of loss from our investments 
and reinforcing that news. Which in turn  
risks encouraging bad investment decisions.  
In particular a focus away from investments  
like shares that can grow wealth over time 
towards assets that may be safe in the  
short term but will lead to much lower  
wealth levels over the long term.

What can investors do to avoid this?

The key I think is to find ways to turn 
down the volume on financial news 
because if you are exposed to it less 
frequently you are less likely to make 
decisions that are contrary to your long 
term investment goals. Try to avoid 
looking at market updates so regularly and 
even consider removing related apps from 
your smart phones, tablets and watches.  
Or at the very least find a way to filter 
such news in a way that it doesn’t distort 
your investment decisions.

The traditional approach of adopting a  
long term investment strategy and sticking  
to it is arguably now more important than  
ever. Yes we are now in an environment of 
more constrained and volatile investment 
returns which has increased the 
importance of active asset allocation – but 
this is best left to experts who can put the 
time in to filter the noise from fundamental 
signals and avoid allowing “myopic loss 
aversion” from getting control.  

Dr Shane Oliver

Head of Investment  
Strategy and Chief 
Economist 
AMP Capital

Important note: While every care has been taken in the preparation of this article, AMP Capital Investors Limited (ABN 59 001 777 591, AFSL 232497) and AMP Capital Funds Management 
Limited (ABN 15 159 557 721, AFSL 426455) makes no representations or warranties as to the accuracy or completeness of any statement in it including, without limitation, any forecasts. Past 
performance is not a reliable indicator of future performance. This article has been prepared for the purpose of providing general information, without taking account of any particular investor’s 
objectives, financial situation or needs. An investor should, before making any investment decisions, consider the appropriateness of the information in this article, and seek professional 
advice, having regard to the investor’s objectives, financial situation and needs. This article is solely for the use of the party to whom it is provided.
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A century ago few Australians  
lived long enough to enjoy a life 
after work.i These days, the average 
retiree can look forward to almost 
two decades of travelling, playing 
with the grandkids and generally 
enjoying life.

In fact, a baby born today can expect 
to live to 91 if it is a boy and 93 if it is a 
girl. According to the latest government 
figures, the number of Australians aged 
65 and over is projected to more than 
double over the coming decades.ii  

While our increasing longevity is a  
blessing, it does mean we will all need 
to consider issues unlikely to have 
concerned past generations. 

Most people understand the need to 
focus on financial security, and rightly so, 
but money means little unless you are 
healthy enough to enjoy it. 

Being healthy

It’s not complicated to safeguard your 
health, although it may require some 
self-discipline. But you already knew 
that. If you smoke, stop. Drinking is fine 
but do it in moderation. And remember, 
it’s never too late to embrace healthy 
eating habits or too early to set yourself 
up for a long and healthy retirement. 

Nutritionist, Rosemary Stanton suggest 
devising a sustainable meal plan that will 
help you keep your cholesterol and blood 
sugar level under control. “The most 
important aspect of any diet is that it 
should be practical and healthy enough to 
follow for the rest of your life,” she says.iii  

Gentle but regular exercise is also 
a must. Whether it’s the result of all 
those walks or simply the joy of canine 
companionship, Harvard researchers have 
found that owning a dog lowers blood 
pressure, heart rate and levels of the 
stress hormone cortisol.iv

Staying wealthy

As a rule of thumb, to maintain your 
lifestyle and stay healthy post retirement 
you’ll need 60-65 per cent of the income 
you’re accustomed to. So someone 
making $80,000 a year at the end of their 
career would need access to $48,000 - 
$52,000 per year in retirement.v

For some people, a life of leisure is not 
what it’s cracked up to be. You may 
wish to keep working, possibly on a 
consultancy basis, as much for the human 
interaction and feeling of making a 
contribution as for the money. 

Regardless of whether you’re relying  
on the pension, your super, a part-time 
wage or some combination of all three, 
you’ll need to be on top of how much 
money you’ve got coming in, how much 

you’ve got going out, and whether that  
nest egg will last as long as you do. 

It is never too early to start planning for 
a secure financial future. We can help 
you get the most out of your savings 
and work out your eligibility for the age 
pension and other government benefits.

Being wise 

Being healthy and wealthy will take you 
a long way, but there is another aspect 
to ageing well. The evidence seems to 
suggest that the secret to being happy 
post-retirement is the same as at every 
other life stage: a strong sense of 
purpose and having some interests to 
pursue.

You are the person best qualified to 
decide exactly what will give your life 
meaning and purpose. 

So put some thought into  
what truly makes you happy  
and go for it!  

i http://www.aihw.gov.au/deaths/life-expectancy/

ii http://www.treasury.gov.au/~/media/
Treasury/Publications%20and%20Media/
Publications/2015/2015%20Intergenerational 
%20Report/Downloads/PDF/04_Chapter_1.ashx

iii http://theconversation.com/eat-food-not-nutrients-
why-healthy-diets-need-a-broad-approach-45823).

iv http://www.health.harvard.edu/staying-healthy/
wag-more-a-tale-of-healthy-living

v http://www.superguide.com.au/ 
how-super-works/setting-retirement-living- 
on-more-than-55000-a-year

LIVING LONGER, LIVING WELL
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No matter how far and wide they roam, Aussies still love to call Australia home. Increasingly we are  
seeing this Great Southern Land as an attractive alternative to holidaying overseas. 

For a while, the lure of exotic destinations was enhanced by the Aussie dollar’s buying power as it  
soared against foreign currencies.

Value for money

That was then. From its high of  
US$1.10, the Aussie dollar has  
dipped below US70 cents meaning  
much less bang for our buck in  
far-flung destinations.i  

With some pundits saying it could go as 
low as US50 cents, there has been no 
better time to explore our own back yard. 

In fact, more of us are already doing just 
that. The latest statistics from Austrade 
show that domestic tourism was up  
6 per cent in the March quarter.ii  

This is a trend that is likely to continue  
as it has never been easier to plan an 
affordable holiday thanks to numerous 
websites and apps that help people map 
out vacations and track down fantastic 
travel and accommodation options.

Meet the locals

Airbnb.com.au matches travellers with 
hosts who rent part or all of their homes  
for a fraction of the cost of swish  
hotel rooms.

Options range from stunning heritage-
listed mansions to modern apartments 
to funky bedsits. Imagine waters’ edge 
views over the beautiful Tamar River 

near Launceston, just a short stroll from a 
vineyard’s cellar door for just $100 a night.

You would be hard-pressed to find 
a similar price within cooee of this 
location even on cheap accommodation 
booking sites such as stayz.com.au or 
lastminute.com.au.iii iv

Under the southern cross

For those who want to spend time in the 
great outdoors, CampingAustralia.com.
au has a free mobile phone app that lists 
caravan and holiday parks, pub and farm 
stays, backpacker hostels, showground 
camping and even free overnight camp 
sites.

Old style caravanning and camping has 
been on the rise for a decade, along 
with the new trend of glamping – that’s 
camping mixed with a little luxury.v 

You don’t even need to own your own 
caravan. The site HireMyCaravan.com.au 
allows you to find a locally available van 
that suits your needs and budget so you 
can hit the open road in comfort.vi

So many choices

We are blessed to live in a country of 
incredibly diverse landscapes, from the  
red desert of central Australia, to 

the tropical rainforests in northern 
Queensland, to the breathtaking 
temperate forests  
and beaches of the southern states.  
As to where to go – take your pick! 

There is a good reason why Australia 
is becoming increasingly tantalising 
as a holiday destination for overseas 
visitors. It offers great hospitality, 
safety, a friendly climate, spectacular 
landscapes and a unique environment 
with unmatched native wildlife. 

Apart from the fact that these factors 
rarely come together anywhere else 
in the world, our devalued currency 
means Australia offers great holiday 
value for locals, too.

So what are you waiting for?  
– get out and experience all that 
Australia has to offer.

 i http://www.theaustralian.com.au/business/markets/
australian-dollar-falls-following-strong-us-jobs-
figures/

ii http://tra.gov.au/documents/nvs/NVS_Summary_
March_2015.pdf

iii http://www.stayz.com.au

iv https://www.lastminute.com.au

v http://tra.gov.au/documents/Snapshots_2012_
Caravan_or_Camping_FINAL.pdf

vi http://www.hiremycaravan.com.au/

SUN SHINES ON LOCAL HOLIDAYS
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