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High Net-Worth Individuals: Not Immune To Biases

When thinking of high-net-worth individuals*, the
common assumption is that they are astute, impartial
investors with access to accurate information and
therefore will act rationally. However, many will openly
acknowledge that they have let biases affect their
investment choices. This vulnerability becomes more
pronounced during periods of market uncertainty or
personal upheaval, when the right information might be
scarce, or decisions need to be made quickly. Life events
such as divorce, retirement, or managing a transfer

of wealth can particularly predispose them to rely on
cognitive and emotional shortcuts in decision-making.

One of the most prevalent inclinations among investors
is risk aversion, characterised by a reluctance to seize
seemingly advantageous opportunities. This tendency
often arises from previous negative experiences

Avoided acting on an opportunity out of
risk aversion (Risk Aversion)

Sought information from sources that align
with your views rather than being impartial
(Confirmation Bias)

Hold on to under-performing investments
for longer than you should have in hopes of
recovery (Disposition effect)

Moved to act on opportunities quickly
without extensive consideration/
deliberation (Activity Bias)

Invested based on your “gut feel” rather
than data (Over Confidence)

Followed past decisions without
re-evaluating suitability in current
conditions (Historical Bias)

Rushed to sell an investment to lock in
gains (Disposition Effect)

12%

Followed behaviours of the
crowd or others (FOMO Effect)

11%

M Frequently

27%

23%

21%

17%

17%
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and a pronounced fear of loss, also known as loss
aversion. Additionally, risk aversion can be fuelled by
an exaggerated perception of danger, either due to
misinformation or a focus on the worst-case scenarios.
Conversely, there is also a tendency for some investors
to rely overly on intuition, or ‘gut feel’, rather than
empirical data when making investment decisions.

Another common tendency is confirmation bias, where
individuals favour information that confirms their
preexisting beliefs, often overlooking contradictory
evidence. Approximately 23% of high-net-worth
investors acknowledge frequently succumbing to this
bias. There is also a historical bias, where investors
continue to favour strategies that have previously
succeeded without reassessing their current market
relevance.
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35% 48%

30% 58%

PASY 61%

[0 Occasionally M Rarely/Never

* defined as those with over a million dollars in investible assets outside of their home and superannuation
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Many high-net-worth investors recognise the valuable
role that financial advisers and wealth management
professionals play in countering their personal biases.
Leveraging data-driven strategies, advisers can
significantly diminish the influence of emotions on
investment decisions. There is a growing consensus
among these investors that utilising artificial intelligence
in decision-making processes helps minimise subjective
judgments, advocating for its increased use in financial
advisory contexts.

Enhancing the client experience and maximising value
delivered are top priorities for most advisory practices
and wealth management firms. By gaining a deep

understanding of their clients’ behaviors, inclinations, and

decision-making styles, advisers and client relationship

Financial Advisers /

Professionals should

be leveraging Al to
make decisions

63%

managers can effectively identify and address biases. This

approach not only facilitates optimal decision-making but

also helps reduce client anxiety, boost confidence, and
foster a relationship based on trust.

% Strongly Agree / Agree

Drivers Of Value When Engaging Advisers

Has my best interest at heart

Provides detailed information
about investments

Reduces investment risk

Provides impartiality and reduces biases

Reduces the cost of
managing your investments

Makes above-average investment decisions

Helps me to achieve my financial goals

Provides financial freedom

69% 29% 2%

67% 31% 1%

67% 29% 5%

65% 29% 5%

65% 33% 3%

64% 33% 3%

63% 33% 4%

62% 35% 3%

M Important [ Neutral B Not Important
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About Us

CoreData is a global specialist research and strategy consultancy, founded in 2002 and headquartered in Australia,
with operations in Sydney, Perth, London, Boston and Manila. We help organisations transform their service
propositions by better understanding their customers and their markets. Using our tried and tested research
methods, we help you make evidence-based decisions that serve as a platform for future growth and continuous
improvement.

CoreData’s team is a complementary blend of experienced research, marketing and media professionals. Together,
our combined industry and primary research experience brings unique perspective to consumer needs, attitudes
and behaviours. CoreData strictly adheres to the Research Society Code of Professional Behaviour in relation

to research confidentiality and security. We maintain the highest standards of data security requiring careful
management and storage.
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