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FOUR WAYS MEN AND WOMEN THINK

DIFFERENTLY WHEN IT COMES TO

By Kajanga Kulatunga — Portfolio Specialist, NAB Asset Management

Research tells us a person’s gender can
impact the way they make investment
decisions. Anatomical differences
in male and female brains could
explain differences in our attitudes
towards investment risk as well as
determine how much emotions drive
our money decisions.!

By understanding these differences and what they could
mean, you can take an active approach to managing your
financial future.
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1. Men are more likely to benchmark themselves

When assessing the success of their investments, men are more
likely to compare their investment returns to a benchmark or
their peers, rather than actually considering what return they
need to meet their personal goals. A good idea for people who
know they like to benchmark themselves is to figure out what
they actually need. For example “I need a 7% return each year
adjusted for inflation before | have enough money to retire”.
For these investors, it’s worth considering outcome driven
investment strategies, like real return portfolios, which aim to
produce a return above inflation.

2. Women are more likely to procrastinate

If you’re someone who's likely to procrastinate when it comes
to making important investment decisions because you’re
worried about losses or making a poor investment decision,
consider a dollar cost averaging strategy to get into the market
slowly. By investing smaller amounts at regular intervals, you’ll
buy less units of investments when the market is up (and prices
are high) and more when the market is down (and prices are
low). Your total cost is averaged so you could end up with a
greater number of units than if you invest in a lump sum. This
helps take the guesswork out of deciding when to invest,
particularly when markets move up and down frequently,
and avoid the risk of poorly timed initial investments.

3. Men are more likely to take on too much risk

Men generally look for more risk and excitement in their
investment portfolios which can mean they invest in ways that
can be costly to their long-term goals. For example, research
shows that men are more likely to invest in ‘high risk’ options
than women.2 This need for more excitement in investment is
also clearly demonstrated in more frequent share trading
behaviour, which doesn’t necessarily translate to higher
returns. Men have been shown to trade 45% more than
women, but on average produce lower returns, by 2.7%3

For those tempted to take on too much risk, a disciplined

approach could work well. A separately managed account may
be worth considering. This option lets you have ownership and
daily oversight of your investments, but ensures the portfolio
is being professionally managed to a risk profile and objective.
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4. Women are more likely to be risk averse

Research shows there are differences in our brains that mean
men tend to focus on excitement and rewards in many
activities, without due attention to negative consequences.
Women on the other hand are generally more cautious and
seek less excitement from the same activities. For those who
are more cautious, it’s important to assess if returns from
lower risk investments like cash, term deposits and fixed
income will in fact help meet their goals. Inflation is a really
important consideration. These lower risk investments may
not be able to give you the returns you need to keep up with
inflation. Real return focused portfolios, with outcome or
inflation targets that manage downside risk may be a good
option for some.

Speak to a financial adviser to help you make decisions about Portfoli S ialist
managing your financial future or visit NAB Asset Management’s ortrotio >peciatist,

investment insights at nabam.com.au. NAB Asset Management

For more information about investing and different investment

options, go to nabam.com.au. . .
Kajanga specialises in global shares and leads

research in behavioural insights. He’s the founder
of the Centre for Investor Behaviour, a non-profit
research platform based in the USA.
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The data was sourced from IRESS’ XPLAN financial planning software and relates to NAB aligned licensees only. Data is associated with clients who have an
investment portfolio recorded in their XPLAN profile. The risk classification is based on the assessment made during the Advice process and may not be
representative of actual investment behaviour.
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Important information

This publication is issued by nablnvest Capital Partners Pty Limited (ABN 44 106 427 472, AFSL 308953) (“NCP”), a member of the National Australia Bank Limited (ABN 12 004 044 937,
AFSL 230686) (“NAB”) group of companies (“NAB Group”). An investment in any product or service referred to in this publication does not represent a deposit or liability of, and
is not guaranteed by NAB or any other member of the NAB Group.

NCP may use the services of NAB Group companies where it makes good business sense to do so and will benefit customers and amounts paid for these services are always
negotiated on an arm’s length basis.

This information may constitute general advice. It has been prepared without taking account of an investor’s objectives, financial situation or needs and because of that an
investor should, before acting on the advice, consider the appropriateness of the advice having regard to their personal objectives, financial situation and needs.

We believe that the information contained in this communication is correct and that any estimates, opinions, conclusions or recommendations are reasonably held or made
as at the time of compilation. However, no warranty is made as to the accuracy or reliability of this information (which may change without notice).

We rely on third parties to provide certain information and are not responsible for its accuracy, nor are we liable for any loss arising from a person relying on information
provided by third parties.

Past performance is not a reliable indicator of future performance. The value of an investment may rise or fall with the changes in the market.

This information is directed to and prepared for Australian residents only.
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