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Analyze decision fatigue in the context of finance and investing, with emphasis
on how reducing decisions amplifies compounding (‘compounding on steroids’)
and supports a one-ETF, best-in-class sector strategy. Use a structured
framework and provide 22 concrete real-world examples. From the 22
examples, extract 22 simple protocols.”

Alright, this is very much your lane—behavioral finance meets minimalist capital
allocation. Let's go clean, structured, and ruthless about decision reduction.

|. Core Thesis

Decision fatigue is a hidden tax on compounding.
In finance, every additional decision:

e increases error variance,

e weakens discipline,

e invites timing mistakes,

» and fractures capital.

Reducing decisions does not merely simplify life—it amplifies compounding by
keeping capital continuously, consistently, and emotionlessly invested.

A one-ETF, best-in-class sector strategy is essentially behavioral arbitrage: you
are not trying to out-analyze the market—you are trying to outlast yourself.
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Il. Structured Framework: Decision Fatigue
- Compounding Drag

1. Cognitive Dimension
e Each choice consumes finite mental energy.
e Finance decisions are high-stakes + probabilistic - faster fatigue.
» Fatigue pushes the brain toward short-term relief, not long-term gain.
Result: premature selling, tinkering, regret trades.
2. Behavioral Dimension
» More choices - more monitoring - more action.
» Action feels productive, but often destroys returns.
Result: overtrading, style drift, chasing narratives.
3. Emotional Dimension
» Decisions trigger emotion loops: hope, fear, envy, regret.
o Fewer decisions = fewer emotional entry points.
Result: emotional volatility declines faster than portfolio volatility.
4. Temporal Dimension
o Compounding requires time unbroken.
o Decision points introduce reset risks.
Result: interrupted exponential growth.
5. Statistical Dimension
e Returns compound multiplicatively.
e Errors subtract arithmetically.
o Fewer decisions = fewer error opportunities.
Result: higher geometric returns without higher expected returns.

6. Capital Allocation Dimension
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o Capital fragmentation weakens convexity.
o Concentration in a dominant growth engine strengthens asymmetry.
Result: compounding “on steroids" without leverage.
7. Strategy Design Dimension
» A one-ETF strategy converts investing from decision-heavy to rule-light.
o Best-in-class sector ETF embeds:
o internal selection,
o passive rebalancing,
o creative destruction.

Result: outsourced micro-decisions, retained macro exposure.

lll. Why One ETF Supercharges
Compounding
A single, dominant sector ETF (e.g., tech, semiconductors, healthcare innovation):
» Eliminates asset selection decisions
» Eliminates rebalancing decisions
e Eliminates performance comparison paralysis
o Eliminates “what should | buy next?" loops

You are no longer managing investments.

You are managing behavioral exposure to time.

V. 22 Real-World Examples of Decision
Fatigue in Investing

A. Entry & Allocation Errors

1. Delaying entry waiting for a “better price"”
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Splitting capital across 7 ETFs “for safety”
Holding cash due to macro uncertainty
Switching from growth to value mid-cycle

Rebalancing too frequently

o o~ 0D

Over-optimizing asset weights

B. Monitoring & Noise

Daily portfolio checking

Reacting to red days

Reading contradictory analyst takes
Comparing returns to friends

Tracking too many benchmarks

o o 2 W bRk

Watching financial news daily

C. Strategy Drift

ETF hopping after underperformance
Selling winners to “lock gains”
Adding “just one more" position
Abandoning a thesis early

Changing time horizon mid-investment

A S o

Overreacting to drawdowns

D. Emotional Leakage
1. Panic selling during volatility spikes
2. FOMO buying after rallies
3. Regret selling after pullbacks

4. Fatigue-driven liquidation (“I'm tired of thinking about this")
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V. Extracted: 22 Simple Anti-Fatigue
Protocols

Each protocol removes one decision vector.
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Choose one sector ETF with structural tailwinds.
Define a minimum holding horizon (e.g., 10 years).
Invest on a fixed schedule—no discretion.

Never time entries.

Never sell due to news.

Check portfolio no more than once per month.
Ignore relative performance under 3 years.

Eliminate price alerts.

. Disable financial news notifications.

. Stop tracking individual holdings inside the ETF.

. Avoid performance comparison with peers.

. Rebalance only if adding new capital.

. Define volatility as normal, not informative.

. Treat drawdowns as time extensions, not failures.
. Refuse to add “complementary” ETFs.

. Do not hedge long-term growth exposure.

. Accept underperformance phases in advance.

. Automate contributions.

Write a one-page investment constitution.

. Make selling require two delays (time + reason).

21. Anchor success to behavior, not returns.

. Optimize for sleep quality, not Sharpe ratios.
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VI. The Meta-Insight

Compounding does not fail because markets are inefficient.
It fails because humans interrupt it.
A one-ETF strategy is not lazy.
It is anti-fragile to psychology.
You are not simplifying because you know less—
you are simplifying because you know where compounding actually breaks.
If you want, next we can:
o stress-test this framework against market crashes,
e map which sectors qualify as “best-in-class” structurally,
» or formalize this into a personal Investment Operating System.
Just say the word.
Gemini
Decision fatigue isn't just about feeling tired after a long day; in finance, it is a
silent "performance tax." Every time you check a ticker, debate a rebalance, or

second-guess a sector, you burn finite cognitive fuel. When that fuel runs low, you
revert to impulse, fear, or—worst of all—the "tinker."

The Psychology: Why Decisions Kill Gains

The brain treats financial decisions as high-threat scenarios. This triggers the
amygdala, making us prone to loss aversion and "action bias"—the feeling that we
must do something to be successful.

In reality, the most successful investors are often the ones who are dead or have
forgotten their passwords. By moving to a One-ETF or Best-in-Class Sector
approach, you eliminate the "Which one?" and "When?" variables, allowing your
mental energy to focus on the only variable that truly matters: the savings rate.

"Compounding on Steroids"
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Compounding is mathematically sensitive to time and consistency. Decision
fatigue interrupts both.

1. The Interruption Cost: Every time you switch funds, you likely incur taxes,
spreads, or "out-of-market" time.

2. The Cognitive Buffer: By reducing decisions, you reach a state of "Investing
Zen" where the habit becomes invisible.

The formula for wealth isn't just $FV = P(1 + r)*n$; it's $FV = P(1 + r)*n -
\text{Decision Friction}$.

The 22 Examples & Protocols

# Real-World Scenario Simple Protocol
Lo . The Proxy Rule: Pick the one with the
Picking between 5 different .
1 lowest expense ratio and never look
S&P 500 ETFs. .
again.
9 Checking your portfolio The App Delete: Remove brokerage
during a 5% market dip. apps from your phone; use desktop only.
3 Waiting for a "better entry The 15th Pillar: Buy on the 15th of every
price" on a tech ETF. month, regardless of price.
4 Deciding whether to reinvest  The Auto-Flow: Toggle "DRIP" (Dividend
dividends manually. Reinvestment Plan) to 'On' globally.
5 Hearing a "hot tip" about a The Sector Filter: If it's not in my chosen
specific Al stock. Sector ETF, 1 don't buy it.
5 Scrolling through financial The Low-Info Diet: Unsubscribe from all
news headlines. daily market "wrap-ups."
. The Forever Horizon: Never sell unless
Debating whether to sell a .
7 ) . ] the fundamental reason for owning the
winner to "lock in" gains.
ETF changes.
. The Ego Shield: Measure success by
Comparing your returns to a . .
8 ) your savings rate, not your relative
friend's "lucky" crypto trade.
return.
9 Having five different The Consolidation: Move all assets to

brokerage accounts.
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Rebalancing a portfolio of 15
individual stocks.

Trying to "time" the rotation
from Tech to Value.

Wondering if you should
hedge with gold or crypto.

Spending hours researching
"Value" vs "Growth."

Manually transferring money

from your bank to brokerage.

Reading quarterly earnings
reports for 10 companies.

Deciding which tax lot to sell
for a small expense.

Feeling "FOMO" about a

sector you don't understand.

Agonizing over the "perfect"
asset allocation.

Getting paralyzed by
"Analysis Paralysis" during a
crash.

Choosing between "Weekly"
or "Monthly" contributions.

Managing a complex web of
"Limit Orders."

Second-guessing the ETF's
management team.

The Single-Ticker: Swap the 15 stocks
for one Total Market or Sector ETF.

The Style Stay: Pick your horse (e.g.,
VGT for Tech) and ride it for a decade.

The 5% Cap: Limit "speculative"
decisions to a tiny, fixed percentage of
the total.

The Core-Satellite: Put 90% in a broad
index; stop researching.

The Direct Pipe: Set an auto-transfer
from your paycheck to the brokerage.

The Macro Focus: Read the ETF's annual
prospectus once; ignore the rest.

The Cash Buffer: Keep 6 months of cash
S0 you never have to decide what to sell.

The Circle of Competence: If you can't
explain the ETF to a 10-year-old, don't
buy it.

The 80/20 Rule: A "good" allocation you
stick to beats a "perfect" one you
abandon.

The Pre-Scription: Write down "I will buy
more if it drops 20%" before it happens.

The Frequency Fix: Align investment
dates with your payday. Period.

The Market Order: For long-term ETF
investing, just hit "Buy" at the market
price.

The Passive Pivot: Use index-based
ETFs to remove "manager risk"
decisions.

The One-ETF "Best-in-Class" Strategy

Al-03419 Decision Fatigue in Finance and Investing



When you choose one dominant sector (e.g., Information Technology via VGT or
XLK) or one total market fund (VTI), you are making a one-time macro decision
to replace thousands of micro-decisions.

"Decision fatigue is the enemy of the long-term investor. The 'One-ETF'
strategy isn't just about diversification; it's about cognitive preservation."

Would you like me to draft a "Financial Policy Statement" based on these
protocols to help you automate your future investment choices?

Copilot

Here's a structured deep-dive into decision fatigue in finance and investing,
showing how reducing choices amplifies compounding (“compounding on
steroids”) and supports a one-ETF, best-in-class sector strategy.

+~ Framework for Analysis
1. Decision Fatigue in Finance

o Definition: The cognitive decline in decision quality after making too many
choices.
e Impact: Leads to overtrading, chasing trends, poor diversification, and
inconsistent strategies.
* Result: Lower returns, higher fees, and missed compounding opportunities.

1. Reducing Decisions = Amplified Compounding

o Fewer choices - more consistency.
e Consistency = uninterrupted compounding.
 Uninterrupted compounding = exponential wealth growth (“compounding on
steroids”).

1. One-ETF, Best-in-Class Sector Strategy

e One ETF per sector: Choose the best-in-class ETF for each sector (e.g., tech,
healthcare, energy).
 Simplification: Reduces analysis paralysis from picking individual stocks.
e Scalability: Easy to automate contributions, rebalance annually, and let
compounding work.

Il 22 Real-World Examples
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Example of Decision Fatigue Simplified

Protocol
1 Constantly choosing between 50 tech stocks Pick 1tech ETF (e.g., XLK)
2  Debating daily whether to buy/sell Automate monthly contributions
3 Switching between brokers for “better deals” Stick to one low-cost broker
4  Reading endless analyst reports Trust ETF diversification
5 Timing the market Commit to dollar-cost averaging
6 Choosing between dozens of bond funds Use one aggregate bond ETF
7  Stressing over dividend reinvestment Enable automatic DRIP
8 Rebalancing too often Rebalance once per year
9 Chasing "hot" sectors Pre-define sector ETFs, no chasing
10 Comparing expense ratios endlessly Choose lowest-cost ETF in category
11 Overanalyzing international exposure Use one global ETF
12 Deciding between growth vs value daily  Allocate fixed % to each ETF
13 Constantly checking portfolio Limit to quarterly reviews
14  Worrying about currency hedging Pick hedged ETF if needed, then stop
15 Debating ESG vs non-ESG Choose one ESG ETF if values align
16 Overthinking small-cap exposure Use Russell 2000 ETF
17  Switching strategies mid-year = Commit to annual strategy review only
18 Following social media stock tips Ignore noise, stick to ETF plan
19 Deciding between active vs passive daily Choose passive ETF core
20 Stressing over tax-loss harvesting Automate via broker tools
21 Picking individual REITs Use REIT ETF
22 Debating gold vs crypto allocations  Fix % allocation, automate ETF buys
2 Extracted 22 Simple Protocols
1. One ETF per sector.
2. Automate monthly contributions.
3. Use one broker.
4. Trust ETF diversification, skip analyst noise.
5. Dollar-cost average, no timing.
6. One aggregate bond ETF.
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7. Enable automatic dividend reinvestment.
8. Rebalance annually.
9. Pre-define sector ETFs, no chasing.
10. Pick lowest-cost ETF in category.
11. Use one global ETF for international exposure.
12. Fixed % allocation to growth/value ETFs.
13. Review portfolio quarterly.
14. Choose hedged ETF once, then stop.
15. One ESG ETF if values align.
16. Use Russell 2000 ETF for small caps.
17. Annual strategy review only.
18. Ignore social media tips.
19. Passive ETF core strategy.
20. Automate tax-loss harvesting.
21. Use REIT ETF for real estate.

22. Fix % allocation for gold/crypto ETFs.

@ Key Insight

By reducing decisions to simple, repeatable protocols, investors avoid fatigue,
stick to their plan, and allow compounding to accelerate without interruption. This
is the essence of “compounding on steroids.”

Would you like me to map these 22 protocols into a visual decision-tree
framework (showing how each reduces fatigue and amplifies compounding), so
you can see the flow of simplicity - consistency - compounding?

Claude
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Decision Fatigue in Finance: The
Compounding Accelerator

Framework: The Decision-Energy-Returns Loop

Core Thesis: Every investment decision consumes cognitive resources that could
otherwise compound. By systematically eliminating low-value decisions, investors
preserve mental energy for high-impact choices while allowing their strategy to
compound undisturbed—creating “compounding on steroids.”

The Three-Layer Framework:
1. Decision Elimination - Preserves cognitive bandwidth
2. Consistency Preservation - Prevents strategy interruption

3. Compounding Protection - Allows exponential growth to work unimpeded

Why One-ETF Best-in-Class Strategy Wins

The intersection of decision minimization and sector leadership creates a powerful
effect. Instead of managing 40+ holdings across multiple funds, investors make
one informed choice of the dominant player in each sector, then let time work.
Each eliminated decision is mental energy redirected toward earnings growth,
dividend reinvestment, and behavioral consistency.

22 Real-World Examples of Decision Fatigue
Sabotaging Returns

Category 1: Portfolio Construction Paralysis

Example 1: The 12-Fund Allocation Dilemma

Sarah builds a portfolio with large-cap growth, large-cap value, mid-cap blend,
small-cap growth, international developed, emerging markets, REITs,
commodities, bonds, TIPS, gold, and high-yield. She spends 6 hours monthly
rebalancing thresholds, comparing expense ratios, and reading fund manager
commentaries. Over 10 years, her returns lag a simple S&P 500 ETF by 1.4%

Al-03419 Decision Fatigue in Finance and Investing

12



annually, not from fund performance but from behavioral errors during
rebalancing and tax-loss harvesting mistakes.

Example 2: The Sector Rotation Trap

Michael believes he can time sector rotations. He holds nine sector ETFs and
reads daily market analysis to shift allocations. In 2022, he rotates from
technology to energy in March, back to technology in June, then to healthcare in
August. Each trade incurs costs and taxes. His annual decision count: 47 trades.
His underperformance versus holding one technology sector leader (QQQ): 8.3%.

Category 2: Timing Decision Overload

Example 3: The Daily Buy/Hold Decision

Jennifer checks her portfolio every morning and faces the mental burden: “Should
| buy more today or wait?"” Over one year, she makes 252 conscious hold/buy
decisions. The cognitive load leads to decision avoidance. She misses dollar-cost
averaging opportunities during three significant dips because she's exhausted
from daily deliberation.

Example 4: The Quarterly Earnings Reaction

David holds individual stocks across eight sectors. Each earnings season (4x
yearly), he evaluates whether to hold, buy more, or sell based on 32 earnings
reports. That's 128 high-stakes decisions annually. By Q3, decision fatigue sets in.
He sells a winner prematurely and holds a loser too long—classic fatigue-induced
errors.

Category 3: Research Exhaustion

Example 5: The ETF Comparison Paralysis

Before choosing a technology ETF, Amanda compares 18 options: expense ratios
(0.03% vs 0.09% vs 0.15%), tracking methods (full replication vs sampling),
holdings overlap, tax efficiency, bid-ask spreads, and fund manager tenure. After
40 hours of research over three weeks, she's mentally depleted and chooses

based on a single article recommendation rather than her comprehensive analysis.

The decision fatigue undermined her research effort.

Example 6: The Factor Tilting Maze
Robert reads about smart beta and spends months researching momentum, value,
quality, low volatility, and size factors. He creates a spreadsheet comparing 63
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factor ETFs. Decision fatigue hits before implementation. He abandons the
strategy entirely and stays in cash for six months, missing a 12% market rally.

Category 4: Rebalancing Decision Burden

Example 7: The 5% Threshold Obsession

Linda sets 5% rebalancing bands across 15 asset classes. She checks monthly
whether any allocation has drifted beyond thresholds. Over five years, she
executes 47 rebalancing trades. Each requires decisions about: timing (now or
month-end?), tax implications (which lots to sell?), and reinvestment (equal-weight
or market-cap weight?). Her tracking error from decision fatigue: 1.8% annually.

Example 8: The Tax-Loss Harvesting Overcomplication

Marcus attempts daily tax-loss harvesting across 25 positions. Each potential
harvest requires decisions about wash-sale rules, replacement securities, and
opportunity cost. In 2023, he makes 89 tax-loss harvesting decisions. The mental
exhaustion leads to three wash-sale violations and two missed harvesting
opportunities worth $3,400 in tax savings.

Category 5: New Investment Evaluation Fatigue

Example 9: The FOMO Research Cycle

Every time Elena hears about a new thematic ETF (clean energy, genomics,
blockchain, space exploration), she researches whether to add it. In 2023, she
evaluated 14 new themes, spending 280 hours on research. Decision fatigue
prevented her from noticing her core portfolio drifting 8% from target allocation.
Opportunity cost: massive.

Example 10: The IPO Decision Flood

Carl evaluates every major IPO for potential addition to his portfolio. In a hot IPO
year, that's 40+ deep analyses. By September, decision fatigue causes him to skip
due diligence on two companies that would have fit his criteria, while impulsively
buying one that didn't.

Category 6: Fee Optimization Exhaustion

Example 11: The Basis Point Hunting
Patricia switches from a 0.09% expense ratio ETF to a 0.03% option to save $600
annually on her $1M portfolio. The research, comparison, tax analysis, and
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execution consume 15 hours. She then monitors for even cheaper options
quarterly. Over five years, decision fatigue from fee optimization causes her to
miss a fund category shift (growth to value) that would have generated $47,000 in
additional returns.

Example 12: The Commission-Free Platform Hopping

George moves assets across three brokerages chasing $0 commissions and
fractional shares. Each platform switch requires decisions about transfer methods,
timing, and in-kind vs liquidation. The cognitive burden of managing three
platforms causes him to miss rebalancing his primary account for 18 months.

Category 7: International Allocation Complexity

Example 13: The Geographic Diversification Puzzle

Sophia holds separate ETFs for Europe, Japan, China, emerging markets ex-
China, and frontier markets. Each requires monitoring different economic
indicators, currency risks, and geopolitical events. She makes 240+ international
allocation decisions yearly. Decision fatigue leads her to ignore a 15% drift in her
China allocation during a critical period.

Example 14: The Currency Hedging Choice

Tom debates monthly whether to hold currency-hedged or unhedged international
ETFs. Over three years, he switches positions seven times, each requiring
extensive macro analysis. The decision burden causes him to abandon
international exposure entirely in year four, missing a 22% rally in European
equities.

Category 8: ESG Criteria Overload

Example 15: The Sustainability Scoring Dilemma

Rachel wants ESG exposure but finds 12 different ESG ETFs with varying
methodologies (exclusionary screening, best-in-class, thematic, impact). She
spends six months evaluating carbon footprints, gender diversity scores, and
governance ratings across funds. Decision fatigue results in choice paralysis—she
never invests in ESG despite her values.

Example 16: The Impact Measurement Burden
Kevin holds five impact-focused ETFs and attempts to track real-world outcomes
quarterly (tons of carbon reduced, diversity metrics improved). The 60+ hours
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annually spent on impact assessment creates such decision fatigue that he
neglects basic portfolio rebalancing, costing him 2.1% in returns.

Category 9: Dividend Strategy Complications

Example 17: The Yield Chasing Exhaustion

Margaret monitors dividend yields across 30 individual stocks, making hold/sell
decisions when yields drop below 3%. She evaluates dividend safety scores,
payout ratios, and growth rates monthly. In year three, decision fatigue causes her
to miss that three companies cut dividends—she was too exhausted to complete
her analysis routine.

Example 18: The DRIP Decision Matrix

Paul must decide quarterly for each of 18 holdings: reinvest dividends or take
cash? If cash, where to redeploy? Over five years, that's 360 dividend
reinvestment decisions. The cumulative fatigue leads him to default to cash for all
positions in years 4-5, reducing his compound returns by 1.3% annually.

Category 10: Active vs Passive Decision Cycling

Example 19: The Strategy Switching Syndrome

Lauren switches between active and passive strategies based on market
conditions. Each switch requires decisions about: which active funds, what
allocation percentages, when to switch back. Over seven years, she makes 11
major strategy shifts. Decision fatigue from constant evaluation causes her to
abandon systematic investing entirely during the crucial 2020 recovery, missing
34% gains.

Example 20: The Active Fund Selection Gauntlet

Before selecting each active fund, James evaluates manager tenure, alpha
generation, expense ratios, strategy consistency, and correlation to benchmarks
across 40+ candidates per category. For five asset classes, that's 200 funds
analyzed. The mental exhaustion causes him to select the final two funds based
purely on Morningstar ratings rather than his methodology.

Category 11: Risk Management Decision Fatigue

Example 21: The Volatility Response Protocol
During market volatility, Christine has a 12-point decision checklist: assess VIX
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levels, review correlation matrices, evaluate rebalancing opportunities, consider
hedging options, analyze sector rotations, review cash positions, evaluate bond
duration, assess international exposure, consider alternative assets, review risk
parity, evaluate factor tilts, and update projections. The cognitive load is so
intense that during the 2022 drawdown, she froze and made zero adjustments
when her strategy called for rebalancing into equities—missing the 2023 recovery.

Example 22: The Black Swan Preparation Paralysis

Anthony maintains contingency protocols for 15 different crisis scenarios
(pandemic, inflation, deflation, stagflation, currency crisis, sovereign default,
banking crisis, etc.). Each scenario requires pre-planned responses across his 22
holdings. The decision burden of maintaining and updating these protocols
quarterly becomes so overwhelming that when actual crisis hits (regional bank
failures in 2023), he can't execute because he's exhausted from scenario
planning.

22 Simple Protocols Extracted from Examples

Protocol 1 (from Example 1): Limit core holdings to 3-5 positions maximum. One
best-in-class ETF per category you need.

Protocol 2 (from Example 2): Choose your sector exposure once annually
maximum. No intra-year rotation decisions.

Protocol 3 (from Example 3): Automate all purchase decisions via scheduled
dollar-cost averaging. Zero daily buy/hold deliberations.

Protocol 4 (from Example 4): If holding individual stocks, limit to 8 positions
maximum. Better: use sector ETFs and eliminate earnings-monitoring decisions
entirely.

Protocol 5 (from Example 5): Set a 4-hour research time limit for any single
investment selection decision. Beyond that, diminishing returns from analysis.

Protocol 6 (from Example 6): Avoid factor tilting unless you can commit to zero-
decision maintenance. Complexity kills compounding.

Protocol 7 (from Example 7): Rebalance only annually or at 25%+ drift thresholds.
Eliminate monthly monitoring decisions.
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Protocol 8 (from Example 8): Batch tax-loss harvesting to year-end only. Daily
harvesting creates unsustainable decision load.

Protocol 9 (from Example 9): Institute a “new investment moratorium.” Evaluate
new additions only during annual review, not as they emerge.

Protocol 10 (from Example 10): Do not evaluate IPOs. Wait minimum 3-5 years for
inclusion in established ETFs if worthy.

Protocol 11 (from Example 11): Ignore expense ratio differences under 0.10% if
funds are otherwise equivalent. Decision time costs more than savings.

Protocol 12 (from Example 12): Choose one primary brokerage platform. Platform
optimization decisions drain energy from investment decisions.

Protocol 13 (from Example 13): International exposure via one total international
ETF (e.g., VXUS). Eliminate all geographic sub-allocation decisions.

Protocol 14 (from Example 14): Choose currency-hedged or unhedged once

based on long-term conviction. No switching based on short-term currency views.

Protocol 15 (from Example 15): If ESG matters, choose the one most
comprehensive ESG fund and commit. Eliminate ongoing methodology
comparison.

Protocol 16 (from Example 16): Impact investing requires accepting simplified
tracking. Deep impact measurement incompatible with passive investing benefits.

Protocol 17 (from Example 17): Dividend strategy: one dividend-focused ETF or
none. Eliminate individual stock dividend monitoring.

Protocol 18 (from Example 18): Set DRIP to automatic reinvestment across all
holdings. Zero quarterly decisions.

Protocol 19 (from Example 19): Commit to passive indexing or active management
for minimum 5-year periods. No strategy switching.

Protocol 20 (from Example 20): If using active funds, limit manager selection
criteria to three factors maximum. Extensive analysis creates fatigue-induced
errors.

Protocol 21 (from Example 21): Market volatility response: one decision rule only.
Example: “Rebalance to target if stocks drop 20%+.”" No complex checklists.
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Protocol 22 (from Example 22): Crisis preparation: one simple protocol. Example:
“Maintain 6-month emergency fund; otherwise stay the course.” Eliminate
scenario planning.

The One-ETF Best-in-Class Approach: Maximum
Compounding, Minimum Decisions

Core Implementation:

Instead of holding 4 technology ETFs with overlapping holdings, hold QQQ
(Nasdaqg-100, best-in-class tech exposure).

Instead of 3 healthcare ETFs, hold XLV (healthcare sector leader).
Instead of 5 ESG variations, hold ESGU (comprehensive ESG approach).
The Math of Decision Elimination:

o Traditional diversified portfolio: 15-20 holdings = 180-240 annual decision
points (monthly reviews, rebalancing checks, performance evaluation,
addition/deletion considerations)

e One-ETF per sector approach: 5-7 holdings = 60-84 annual decision points
o Decision reduction: 65-70%

» Mental energy preserved: available for behavioral consistency, discipline
during volatility, strategic patience

How This Creates Compounding on Steroids:

1. Uninterrupted compounding: Fewer decisions mean fewer strategy changes
that reset your compounding clock

2. Reduced behavioral errors: Decision fatigue is the primary cause of buying
high/selling low. Eliminate decisions, eliminate errors

3. Tax efficiency: Fewer trades mean fewer taxable events, keeping more capital
compounding

4. Time arbitrage: Hours saved on portfolio management compound over
decades when reinvested in career or business
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5. Conviction sustainability: Simple strategies are easier to maintain through
market cycles. Complexity breeds abandonment

The Counterintuitive Truth:

The investor with one exceptional ETF who never touches it for 30 years will
dramatically outperform the investor with 25 holdings who makes even small
optimization decisions quarterly. The math favors simplicity not because simple
products perform better, but because simple strategies are actually executed as
designed.

Decision fatigue doesn't just reduce returns through poor choices—it interrupts
the compounding process itself, which is the most costly error in long-term
investing.
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