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Investors’ Worst Enemy - Too Much Information
 
 

By Mitch Zacks 
Senior Portfolio Manager 

 
As denizens of the digital age, many 
encounter a near constant flow of news, 
often from sources we turn to again and 
again – I think we all have our favorites. 
However, this self-selection of sources 
can reinforce a singular point of view. In 
behavioral finance this is known as 
“confirmation bias,” and can lead 
investors to make decisions based on 
emotion – instead of data. 
 

Financial news outlets often focus on 
uncertainty and potential for negative 
possibilities, versus data needed to 
make informed decisions. When 
corporate and economic fundamentals 
are strong, this news often gets short 
shrift. For example, it wasn’t widely 
reported that corporate earnings posted 
solid gains in Q3 with gains expected in 
Q4 as well. Reporting is often selective 
as optimism doesn’t sell papers, 
negativity does.  
 
Three Overblown Stories from 2016 

 

Last year was rife with negative news 
that many thought would break this bull  
 

 
 
 
 
market, though none of them did. Here 
are three: 
 
China’s Economic Hard Landing – 
markets responded negatively to 
China’s second devaluation of the yuan 
in January, and fears mounted as 
Chinese shares plummeted. Many news 
outlets called for an economic “hard 
landing” and projected a debt crash 
(with the debt to GDP ratio rising to 
some 300%). Mutterings of bad loans 
pervaded news coverage and, in 
January, Chinese stocks dropped so 
sharply that many were convinced they 
would take global shares down with 
them. The outcome? China expanded last 
year with growth in the 6.5% - 7% 
range and global stocks posted solid 
gains.  
 

Brexit – the Brexit referendum was, 
perhaps, the second most surprising 
economic and political event of 2016 
(behind President Trump’s election). 
The thought of Britain leaving the 
European Union brought into question 
the economic stability of the region, and 
investors and analysts began to 
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question the future of the EU. Doomsday 
economic scenarios followed, with many 
predicting recession for the region and 
major market fallout. Stocks were 
volatile following the news, but prices 
recovered within a few days and UK 
stocks rallied swiftly. The Brexit vote 
garnered notable attention but, 
ultimately, this event had little equity 
market impact. 
 

Deutsche Bank (DB) - concerns 
mounted when DB’s U.S. unit failed the 
Federal Reserve’s stress test in June. It 
reached something of a tipping point as 
the Department of Justice announced it 
was seeking $14 billion for Deutsche’s 
misstating of risks associated with 
mortgage-backed securities. With 
Deutsche Bank’s role as a centerpiece in 
the European financial system, and as a 
major counterparty to all relevant 
European banks, this situation was 
labeled as critical to the functioning of 
European capital markets. A number of 
analysts labeled Deutsche Bank as 
having a “Lehman Brothers” moment, 
implying a global catastrophe. The 
reality? Global markets shrugged off the 
story and Deutsche Bank is up over 40% 
since. 
 
Bottom Line of Investors 

 
My advice is simple: when you see a 
news story that feels alarming and 
commentators say could have a big, 
negative impact, do not act immediately. 
Instead, ask more questions and get 
more news from additional sources. Last 

year, I wrote about China fears, Brexit, 
and Deutsche Bank, and in each case I 
discussed the positives and negatives 
and made the argument that stocks 
could withstand the negatives. I 
persisted throughout the year saying I 
believed stocks had more upside ahead 
– not because I’m an eternal optimist, 
but because the data supported that 

view. And, that’s what matters at the end 
of the day. 
 
- Mitch 

 
 
 
 
 
 
 
 

 

 

 
  

Disclosure: 

Past performance is no guarantee of future results. 
Inherent in any investment is the potential for loss. 
 
Zacks Investment Management, Inc. is a wholly-owned 
subsidiary of Zacks Investment Research. Zacks 
Investment Management is an independent Registered 
Investment Advisory firm and acts an investment 
manager for individuals and institutions. Zacks 
Investment Research is a provider of earnings data and 
other financial data to institutions and to individuals. 
This  material  is  being  provided  for  informational  
purposes  only  and  nothing  herein constitutes 
investment, legal, accounting or tax advice, or a 
recommendation to buy, sell or hold a security. Do not act 
or rely upon the information and advice given in this 
publication without seeking the services of competent 
and professional legal, tax, or accounting counsel.  The 
information contained herein has been obtained from 
sources believed to be reliable but we do not guarantee 

About Mitch Zacks 

Mitch is a Senior Portfolio Manager at Zacks 
Investment Management and has published two 
books on quantitative investment strategies. 
Mitch has a B.A. in Economics from Yale 
University and an M.B.A in Analytic Finance from 
the University of Chicago. 



Mitch on the Markets 

 

 

 
 
       Page 3                     February 3, 2017 
 

 

accuracy or completeness.  Publication and distribution 
of this article is not intended to create, and the 
information contained herein does not constitute, an 
attorney-client relationship.  No recommendation or 
advice is being given as to whether any investment or 
strategy is suitable for a particular investor. It should not 
be assumed that any investments in securities, 
companies, sectors or markets identified and described 
were or will be profitable. All information is current as of 
the date of herein and is subject to change without 
notice.  Any views or opinions expressed may not reflect 
those of the firm as a whole. 
 
The S&P 500 Index is a well-known, unmanaged index of 
the prices of 500 large-company common stocks, mainly 
blue-chip stocks, selected by Standard & Poor’s. The S&P 
500 Index assumes reinvestment of dividends but does 
not reflect advisory fees. An investor cannot invest 
directly in an index. The volatility of the benchmark may 
be materially different from the individual performance 
obtained by a specific investor. 


