Stock Doc: The Narcissist Investor

Don't let hubris undermine your trading.
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In my performance coaching and clinical practice, | often work with professionals
who feel entitled to the best things in life. These professionals want financial
success, the best-looking partners, prestige, family comfort, recognition and job
satisfaction. They also want all of this to come with a quality of life that is superior
to that of 90% of the population.

Unfortunately, what we expect in life doesn't always materialize. Nothing speaks
to this point better than the disappointment and frustration that one can
experience on a typical day of trading or investing in the markets.

Trading is not for everyone, but it often attracts individuals who are overly
confident, idealistic and successful in their chosen professions. Frequently, those
who are successful as CEQOs, lawyers or doctors make the mistake of thinking that
their skills will translate into sound, quality trades when they invest.

Many top-performing traders, financial advisors and arm-chair-investors-turned-
daytraders come to me for help in balancing their personal lives with the stresses
of their jobs. Often they tell me that their significant others or friends tease them,
calling them narcissistic, egomaniacal and selfish in thinking the world revolves
around them.
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It makes sense to me that on the surface, many successful individuals in powerful
positions could be accused of being narcissistic, overconfident and self-
centered. But are these traits all necessarily detrimental?
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To be the best at what you do for a living, you have to take risks and be confident in your
success formula. My clients really believe that their investment strategies are well thought-
out, often visualizing a successful trade even before it has been executed. In trading, it is
always important to set an endgame goal for how long you will hold on to a specific trade.

In order to manage the anxiety of initial setbacks in a trade, you absolutely must hold on to
your convictions about why you engaged in the trade in the first place. Confidence in your
strategy is necessary and pivotal if you want to be a successful trader.

However, when you have been on a long winning streak, it is very easy to develop a blind
spot in the form of grandiosity and a sense of invincibility. These are some of the very traits
commonly recognized in those who may be classified as narcissistic personalities.

In making a clinical diagnosis of a narcissistic personality, an individual's traits must impair
the person's social, occupational or academic functioning. Trading narcissism left
unchecked can be an investor's undoing.

In my experience, there are several common traits associated with narcissism that can
cripple an individual's investment portfolio. They include:

Giving way to a pervasive pattern of grandiose thinking.

A need for excessive admiration from others.

A preoccupation with fantasies of unlimited success (this can also be coupled with a belief
that he or she is special and unique).

A strong sense of entitlement in expecting immediate compliance.

Taken together, these characteristics can lead an investor to neglect vital data points that
enter into the equation because the points were initially unexpected. To a real narcissist,
unexpected or unpredictable data points have no right to impact what they see as their
perfectly orchestrated trades. They can become furious, even hostile, when reality doesn't
align with their predictions.

One of the most animated clients | coach could not get out of trades early enough because
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he was absolutely certain of his target marks for his trades. In some recent trades involving
Marvell ( MRVL) and eBay ( EBAY), he was so overconfident in his strategy that he ended
up giving back a huge chunk of his return because he ignored all data available to him. His
narcissism was his own worst enemy on trades, and | had the rewarding job of delicately
telling him that he needed to start questioning some of his decisions and his sense of
omnipotence.

Since many potential narcissists believe they are never wrong and that the world should
react in accordance with their strategies and theories, they are prime candidates for
exploitation by the vicissitudes of the markets. If they are unaware that their grandiosity and
self-entitlement may affect their trades, they risk getting crushed by holding on to a position
too long or getting out of one too early.

The key here is to find a balance between overconfidence and self-doubt. This will allow you
to control your emotions and make objective decisions that account for your blind spot. So
even if you are very successful at whatever you do professionally, as a trader your best
asset can be remembering some of your past mistakes and identifying your weaknesses.

Please write to the Stock Doc with your trading, emotional or investing dilemmas. Dr. Cass
always welcomes comments and stories, for which he'll try to offer valuable solutions in later
columns.
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