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Most important decisions we make in life involve two elements: the objective,
measurable facts, and our subjective views on the desirability of what is there to
gain and what is there to lose by our decision. There is no formula. Both elements
are important and neither is sufficient by itself. It isno different when we make
decisions about risk and investments. The challenge all investors face is that while
objective elements can be tracked and measured, subjective elements are
sometimes influenced by personal biases and can be made with irrational thinking.

BEHAVIORAL BIASES:

Traditional finance theories assume that investors are rational and make optimal investment decisions to maximize
their wealth. However, behavioral finance theories indicate that when making investment decisions, investors fail

to remain fully rational due to various psychological biases.

In their groundbreaking paper, “Prospect Theory: An Analysis of Decision under Risk” (1979), Daniel Kahneman and
Amos Tversky convincingly demonstrate that even when all information isavailable, individualsare highly
susceptible to cognitive errors. They concluded that human beings are by and large irrational decision-makers.

COMMON BIASES:

As human beings, we all have certain built-in biases. We will focus on the three most prevalent: confirmation bias,
loss aversion, and herd mentality.

Confirmation Bias

People mostly will look for information or ideas that will validate their own beliefs. For example, when watchinga
TV channel, viewers will choose a channel that represents their political views, and avoid those with opposed
opinions (CNN and Fox News). Many times even if the person reads the two sides of an argument/opinion, the
confirmation bias will cause the person to only remember the information which confirms his thoughts about the
topic. Ininvestments as well, investors tend to stick to one view for a long time, validating it by reading only
supporting research.

___JUST A NORMAL DAY AT THE NATIONS MOST IMPORTANT FINANCIAL INSTITUTION...
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Loss/Pain Aversion

In their research, psychologists Amos Tversky and Daniel Kahneman found that people's attitudes toward the
probability of gains (“upside risk”) may be very different from their attitudes toward the probability of losses
(“downside risk”). Most people feel the pain of loss much more than the joy of gains.

One example is the fear of flying. We all know that the chance of an airplane accident is significantly lower than the
chance of an automobile accident, yet most people are still more afraid of flying than driving. Why is that? The
answer isvery simple, passengers give more weight to the magnitude of an accident than to the probability of an

accident. In an airplane accident, the outcome will most likely be fatal.

Herd/Mob Mentality

We are all social animals. Itis known that people do not like to be left out of a trend or a movement. The herd
mentality can be seen inthe financial markets. Just think about the recent “hot” investments in bitcoin and
marijuana stocks, many investors joined the party late and suffered significant losses.

I DON'T KNOW WHERE
WE'RE GOING, BUT FROM

Source: Cisquared.net/

Historical examples of herd driven bubbles and busts:

Roaring 20’s Dot Com Sub Prime
Run Ups +299% (1924-1929) | +294% (1997-2000) | +71% (2002-2006)
Busts -48% (1929) -78% (2000-2002) -35% (2006-2012)

Roaring ‘20s Dec. 1924 - Nov. 1929: Dow Jones Industrial Average; Dot-Com Jan. 1997 - Oct. 2002: NASDAQ Index; Real Estate
Jan. 2002 - Mar. 2012: Case-Shiller Housing Index.

IS THERE A WAY TO AVOID FALLING INTO THE BIASES TRAP?

The answer isno; We are all human and for that we cannot eliminate 100% of the influence of these emotional
biases. We can, however, minimize their effect on ourinvestment decisions by having a well thought out
methodology that takes into account the objective facts as well as our subjective views.

Here are some suggestions:

* Having the appropriate tools to objectively determine potential risks and returns on an investment idea/asset

are extremely important. CNBC and Bloomberg TV are not objective tools.
* Define what risk is for you. Is it an asset price volatility, low return, or a full loss of principal? In the case of

institutional investors, the risk may come from a decline in reputation or loss of job security.
* Define inadvance what risks you are willingto take and for what level of return. The best investment ideas are
asymmetrical interms of potential gain and loss, in your favor.
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* Remember you can always be, and many times will be, wrong. But be able to assess what the implicationsare of
you being wrong and manage that risk accordingly.

* Have a colleague with an opposing opinion “break” your investment thesis to test the strength of your idea.

* When the fear and discomfort, or enthusiasm, you feel about an investment idea is shared by almost everyone
else, go back tothe drawing board and retest your theses.

Important Information

Omnia Family Wealth, LLC (“Omnia”), a multi-family office, is a registered investment advisorwith the SEC. This commentary is provided
for educational and informational purposes only. It does not take into account anyinvestor’s particular investment objectives, strategies, tax
status, or investment horizon. No portion of any statement included herein is to be construed as a solicitation to the rendering of’
personalized investment advice nor an offerto buy or sell a security through this communication. Consult with an accountant or attorney

regarding individual tax or legal advice.

Advisory services are only offered to clients or prospective clients where Omnia Family Wealth and its representatives are properly licensed or
exempt from licensure. Information in this message is for the intended recipient[s] only. Please visit ourwebsite https://omniawealth.com

for important disclosures.

This content is provided for informational purposes onlyand is not intended as a recommendation to invest in any particular asset class or
strategy or as a promise of future performance. References to future returns are not promises or even estimates of actual returns a client

portfolio may achieve.

The views expressed herein are the view of Omnia only through the date of this report and are subject to change based on market or other
conditions. All information has been obtained from sources believed to be reliable, but its accuracy is not guaranteed. Omnia has not
conducted an independentverification of the data. The information herein mayincude inaccuracies or typographical errors. Due to various
factors, including the inherent possibility of human or mechanical error, the accuracy, completeness, timeliness and correct sequencing of
such information and the results obtained from its use are not guaranteed by Omnia. No representation, warranty, orundertaking, express
or implied, is given as to the accuracy or completeness of the information or opinions contained in this report. This report is not an
advertisement. It is being distributed for informational and discussion purposes only. Omnia shall not be responsible for investment
decisions, damages, or other losses resulting from the use of the information. This report is not intended for public use or distribution. The
information containedherein is confidential commercial or financial information, the disclosure of which would cause substantial
competitive harm to you, Omnia, or the person orentity from whom the information was obtained, and maynot be disclosed except as

required by applicable law.

Statements that are non -factual in nature, including opinions, projections, and estimates, assume certain economic conditions and industry
developments and constitute only current opinions that are subject to change without notice. Further, all information, including opinions
and facts expressed herein are current as of the date appearing in this report and is subject to change without notice. Unless otherwise
indicated, dates indicated by the name of a month anda year are the end of the month.
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