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Aging, overconfidence, and portfolio choice
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5. Conclusions

This study is one of the first to examine the impact of the
age-related increase in overconfidence on the elderly’s portfolio
choice. Exploiting several unique features of the data, we esti-
mated the association of equity share/ownership with financial so-
phistication and unjustified confidence. Unlike the literature and
conventional wisdom, we find that risky asset share is more pro-
nounced among the respondents who lost financial proficiency but
failed to realize such aging process. The proportion of cash equiva-
lents diminishes with a rising overconfidence, indicating an inter-
esting substitution pattern between risky and riskless assets. These

patterns are in contrast to the well-known financial planning prin-
ciple, advising individuals to shift away from equities and towards
riskless assets as they age. In turn, age-related rise in overconfi-
dence provides a clue about why some individuals hold risky as-
sets, even at the very end of life cycle. The second phase of analysis
shows that financial advice would moderate the negative influence
of late-life cognitive bias.
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