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Confirmation Bias & Market Expectations 
Mark Twain said it best, “It ain’t what you don’t know that gets you into trouble.  It’s what you know for sure that 

just ain’t so.”   

Confirmation bias is the tendency for humans to search for or interpret information in a way that confirms one’s 

preconceived beliefs or opinions.  Unfortunately in today’s world, this problem has only been exacerbated since the 

advent of the internet and social media.  If someone actually believes the moon landing in 1969 was filmed in a studio in 

Los Angeles then guess what … there are plenty of articles on the internet confirming this outrageous hypothesis.  

More realistically, if one believes that eating meat is unhealthy then there are plenty of sources that will confirm this 

vegetarian opinion.  Conversely, there are just as many articles that will confirm that eating meat in moderation is 

actually heathier then being a vegetarian or vegan.     

The problem is that we tend to avoid or ignore disconfirming information and focus only on the information that 

conforms to our existing opinions and beliefs.  In addition, we tend to believe that our opinions and beliefs are the result 

of years of rational, objective analysis when in reality; our opinions are the result of years of paying attention to 

information which confirmed what we believed while ignoring information which challenged our preconceived notions.   

Unfortunately in the world of investing, confirmation bias is something we all have to deal with on a daily basis. Whether 

you have a bullish or bearish view on the market or a particular investment; there are endless amounts of information 

that will certainly confirm that view.  The key is to try and weigh ALL the evidence and constantly ask the questions such 

as what am I missing here or what is my biased opinion not allowing me to see? 

In fact, famous hedge fund manager Paul Tudor Jones said he comes into his office every morning assuming every 

position or investment he owns is wrong and spends the first hour convincing himself he is right.  Also sometimes the less 

we know the better as we don’t have a perceived opinion that clouds our judgement.  For example, you could probably 

show my five year old a chart of the stock market over the past couple years and he’d say “Well it looks that line has been 

going up for a while and then it went the other way for a little bit but now it looks like it’s back on track; I guess that’s 

good, right?”  That’s better than 90% of the market strategists on Wall Street.   

In fact, there’s a market strategist with a major Wall Street firm that has been calling all year for a slowdown in the 

economy and a rolling bear market, even as the stock market reaches new all-time highs.  The problem with making such 

a bold call is it clouds your judgement and creates major confirmation bias.  Unfortunately, the ego only allows one to 

filter information that backs your original hypothesis and when that doesn’t work you sometimes need to bend the facts 

a bit. 

In the end, if you allow your expectations to guide your search for information, you are nearly always bound to find what 

you’re expecting to find. 
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DISCLAIMERS 
This material was originally created on 8/2018 and is provided for educational purposes only. The information is not current and should not be viewed or considered as 
investment advice or an investment strategy. All opinions are subject to change without notice. 
 
The companies identified within are shown for illustrative purposes only and should not be deemed a recommendation to purchase or sell the companies mentioned.   
 
Technical analysis is the study of past price and volume trends of a security in an attempt to predict the security's future price and volume trends. Its limitations include but 
are not limited to: the lack of fundamental analysis of a security's financial condition, lack of analysis of macro-economic trend forecasts, the bias of the technician's view 
and the possibility that past participants were not entirely rational in their past purchases or sales of the security being analyzed. Investors using technical analysis should 
consider these limitations prior to making an investment decision. 

 
This material does not provide individually tailored investment advice. It has been prepared without regard to the individual financial circumstances and objectives of 
persons who receive it. The strategies and/or investments discussed in this material may not be suitable for all investors. Morgan Stanley Wealth Management recommends 
that investors independently evaluate particular investments and strategies, and encourages investors to seek the advice of a Financial Advisor. The appropriateness of a 
particular investment or strategy will depend on an investor’s individual circumstances and objectives. 
 
The individuals mentioned as the Portfolio Management Team are Financial Advisors with Morgan Stanley participating in the Morgan Stanley Portfolio Management 
program. The Portfolio Management program is an investment advisory program in which the client’s Financial Advisor invests the client’s assets on a discretionary basis 
in a range of securities. 
The Portfolio Management program is described in the applicable Morgan Stanley ADV Part 2, available at morganstanley.com/ADV or from your Financial Advisor.  
 
Past performance of any security is not a guarantee of future performance. 
MSSB and its Financial Advisors do not provide tax or legal advice. Individuals should seek advice based on their particular circumstances from an independent tax advisor. 
 
International investing may not be suitable for every investor and is subject to additional risks, including currency fluctuations, political factors, withholding, lack of 
liquidity, the absence of adequate financial information, and exchange control restrictions impacting foreign issuers. These risks may be magnified in emerging markets.  
 
The views expressed herein are those of the author and do not necessarily reflect the views of Morgan Stanley Wealth Management or its affiliates. All opinions are subject 
to change without notice. Neither the information provided nor any opinion expressed constitutes a solicitation for the purchase or sale of any security. Past performance 
is no guarantee of future results.  
 
An investment cannot be made directly in a market index. 
 
Dow Jones Industrial Average is a price-weighted index of the 30 “blue-chip” stocks and serves as a measure of the U.S. market, covering such diverse industries as financial 
services, technology, retail, entertainment and consumer goods. An investment cannot be made directly in a market index. 
NASDAQ Composite Index is a market-value-weighted index of all NASDAQ domestic and non-U.S. based common stocks listed on NASDAQ stock market.   
 
S&P 500 Index is an unmanaged, market value-weighted index of 500 stocks generally representative of the broad stock market.  
 
VIX: This is a trademarked ticker symbol for the Chicago Board Options Exchange Market Volatility Index, a popular measure of the implied volatility of S&P 500 index 
options. Often referred to as the fear index or the fear gauge, it represents one measure of the market’s expectation of stock market volatility over the next 30-day period.  
 
Information contained herein has been obtained from sources considered to be reliable, but we do not guarantee their accuracy or completeness.  
 
The Information contained herein has been obtained from sources considered to be reliable, but we do not guarantee their accuracy or completeness. 
 
The appropriateness of a particular investment or strategy will depend on an investor’s individual circumstances and objectives. Principal value and return of an 
investment will fluctuate with changes in market conditions. 
 
Investors should carefully consider the investment objectives and risks as well as charges and expenses of mutual funds and exchange traded funds (ETFs) 
before investing. To obtain a prospectus, contact your Financial Advisor or visit the fund company’s website. The prospectus contains this and other important 
information about the mutual funds and ETFs. Read the prospectus carefully before investing. 
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