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The Human Factor: A Checklist of
Behavioral Science Best Practices
Volatile markets underscore the need for a sound investment process. Heightened uncertainty breeds bias, which can lead to
irrational behavior and human error. As a steward of our clients’ capital, PIMCO is constantly looking for ways to test, challenge,
and improve the process that underpins our investment decisions – and we’re committed to helping our clients do the same.
In our recently published paper, “The Human Factor: Using Behavioral Science to Improve Investment Decisions,” we explore some
practices from behavioral science that can be applied to investment committees, as well as a variety of institutional scenarios.
The checklist below can help you implement behavioral best practices into your meetings and processes.

ENGAGE EXPERTS
• Solicit input from outside experts, particularly those who have opposing perspectives and are diverse in their domains,
methods, and backgrounds, to gather more complete information and challenge assumptions.
• Solicit similar input from a large, cognitively diverse pool of internal experts, avoiding too much overlap/not enough coverage in
skills and background, to help create more customization and precision.

BUILD DIVERSE TEAMS
• Connecting diverse thinkers, specialists, and teams of skilled portfolio managers to better synthesize insights and create
multisector strategies and integrated portfolios.
• Diverse teams in terms of status, function, identity, background, and demographics have better awareness, more dynamic
perspectives, and novel, relevant ideas.

MAKE IT EASY TO SHARE INFO
• Ensure ideas are shared and heard with ample opportunity to communicate via events, surveys, polls, technology, and office layout,
in combination with an inclusive culture to help individuals feel comfortable sharing feedback.
• Use strategically-timed reminders and nudges to better guard against behavioral biases and informational noise. For example, the
status of leaders can unintentionally silence other team members, so they should solicit others’ views before revealing their own.

ALIGN INCENTIVES
• Incentivize accuracy by rewarding actions that involve teamwork and sharing new evidence, ideas, and feedback.
• Focus less on immediate gratification and more on the future and long-term success.
• Incentivize accuracy by rewarding actions that focus more on maintaining a mindset of continuous learning and growth rather
than the pursuit of perfectionism.
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EXPLORE ALL ALTERNATIVES
• Teams that take the time and discipline to systematically explore the value of a range of potential solutions are
more likely to weed out weak, incomplete or inconsistent solutions.
• Evaluate the issues through a variety of frames and perspectives, and allow specialists to deep dive into the
various components of the problem more thoroughly to help combat bias and errors from incomplete thinking.

BE QUANTITATIVE
• Quantitative, data-informed approaches promote more disciplined and impartial decision-making. It takes
a significant amount of time, energy, structure and resources to conduct original empirical research, lay a
foundation of robust evidence, and specify the assumptions on which they rest.
• Utilizing new technology and machine learning techniques helps overcome human limitations like lack of time,
energy and cognitive capacity that impedes quality research.

RECORD AND TRACK VIEWS
• Memory is unreliable, so keeping detailed and transparent records can create useful data. Documenting the
rationale, evidence, and degree of confidence supporting the team’s position at the time of the decision both
informally day-to-day and formally in publications helps maintain perspective and improve processes.

UPDATE ASSUMPTIONS
• The world is constantly evolving, so it’s important to verify assumptions and update them regularly in light of
new information.
• Use the outcome of a decision as feedback by comparing it to the records of the team’s mindset at the time of the
decision. Did it turn out the way we expected? For the reasons we expected? If not, then it’s time to update.

Read, “The Human Factor: Using Behavioral Science to Improve Investment Decisions,”
for a deep dive into applying insights to institutional scenarios – with examples of how PIMCO
is using them to manage risk and optimize decision-making.
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All investments contain risk and may lose value. Investing in the bond market is subject to risks, including market, interest rate, issuer, credit, inflation risk, and liquidity
risk. The value of most bonds and bond strategies are impacted by changes in interest rates. Bonds and bond strategies with longer durations tend to be more sensitive
and volatile than those with shorter durations; bond prices generally fall as interest rates rise, and the current low interest rate environment increases this risk. Current
reductions in bond counterparty capacity may contribute to decreased market liquidity and increased price volatility. Bond investments may be worth more or less than
the original cost when redeemed. Investing in foreign-denominated and/or -domiciled securities may involve heightened risk due to currency fluctuations, and economic
and political risks, which may be enhanced in emerging markets. It is not possible to invest directly in an unmanaged index.
There is no guarantee that these investment strategies will work under all market conditions or are suitable for all investors and each investor should evaluate their ability
to invest long-term, especially during periods of downturn in the market. Investors should consult their investment professional prior to making an investment decision.
This material contains the opinions of the manager and such opinions are subject to change without notice. This material has been distributed for informational purposes
only. Forecasts, estimates and certain information contained herein are based upon proprietary research and should not be considered as investment advice or a
recommendation of any particular security, strategy or investment product. Information contained herein has been obtained from sources believed to be reliable, but
not guaranteed.
PIMCO as a general matter provides services to qualified institutions, financial intermediaries and institutional investors. Individual investors should contact their own
financial professional to determine the most appropriate investment options for their financial situation. This is not an offer to any person in any jurisdiction where
unlawful or unauthorized. | Pacific Investment Management Company LLC, 650 Newport Center Drive, Newport Beach, CA 92660 is regulated by the United States
Securities and Exchange Commission. | PIMCO Europe Ltd (Company No. 2604517) is authorised and regulated by the Financial Conduct Authority (12 Endeavour
Square, London E20 1JN) in the UK. The services provided by PIMCO Europe Ltd are not available to retail investors, who should not rely on this communication but
contact their financial adviser. | PIMCO Europe GmbH (Company No. 192083, Seidlstr. 24-24a, 80335 Munich, Germany), PIMCO Europe GmbH Italian Branch
(Company No. 10005170963), PIMCO Europe GmbH Irish Branch (Company No. 909462), PIMCO Europe GmbH UK Branch (Company No. 2604517) and PIMCO
Europe GmbH Spanish Branch (N.I.F. W2765338E) are authorised and regulated by the German Federal Financial Supervisory Authority (BaFin) (Marie- Curie-Str. 24-28,
60439 Frankfurt am Main) in Germany in accordance with Section 15 of the German Securities Institutions Act (WpIG). The Italian Branch, Irish Branch, UK Branch and
Spanish Branch are additionally supervised by: (1) Italian Branch: the Commissione Nazionale per le Società e la Borsa (CONSOB) in accordance with Article 27 of the
Italian Consolidated Financial Act; (2) Irish Branch: the Central Bank of Ireland in accordance with Regulation 43 of the European Union (Markets in Financial Instruments)
Regulations 2017, as amended; (3) UK Branch: the Financial Conduct Authority; and (4) Spanish Branch: the Comisión Nacional del Mercado de Valores (CNMV) in
accordance with obligations stipulated in articles 168 and 203 to 224, as well as obligations contained in Tile V, Section I of the Law on the Securities Market (LSM) and
in articles 111, 114 and 117 of Royal Decree 217/2008, respectively. The services provided by PIMCO Europe GmbH are available only to professional clients as defined in
Section 67 para. 2 German Securities Trading Act (WpHG). They are not available to individual investors, who should not rely on this communication.| PIMCO (Schweiz)
GmbH (registered in Switzerland, Company No. CH-020.4.038.582-2). The services provided by PIMCO (Schweiz) GmbH are not available to retail investors, who
should not rely on this communication but contact their financial adviser. | PIMCO Asia Pte Ltd (Registration No. 199804652K) is regulated by the Monetary Authority of
Singapore as a holder of a capital markets services licence and an exempt financial adviser. The asset management services and investment products are not available to
persons where provision of such services and products is unauthorised. | PIMCO Asia Limited is licensed by the Securities and Futures Commission for Types 1, 4 and 9
regulated activities under the Securities and Futures Ordinance. PIMCO Asia Limited is registered as a cross-border discretionary investment manager with the Financial
Supervisory Commission of Korea (Registration No. 08-02-307). The asset management services and investment products are not available to persons where provision
of such services and products is unauthorised. | PIMCO Investment Management (Shanghai) Limited Unit 3638-39, Phase II Shanghai IFC, 8 Century Avenue, Pilot Free
Trade Zone, Shanghai, 200120, China (Unified social credit code: 91310115MA1K41MU72) is registered with Asset Management Association of China as Private Fund
Manager (Registration No. P1071502, Type: Other) | PIMCO Australia Pty Ltd ABN 54 084 280 508, AFSL 246862. This publication has been prepared without taking
into account the objectives, financial situation or needs of investors. Before making an investment decision, investors should obtain professional advice and consider
whether the information contained herein is appropriate having regard to their objectives, financial situation and needs. | PIMCO Japan Ltd, Financial Instruments
Business Registration Number is Director of Kanto Local Finance Bureau (Financial Instruments Firm) No. 382. PIMCO Japan Ltd is a member of Japan Investment
Advisers Association, The Investment Trusts Association, Japan and Type II Financial Instruments Firms Association. All investments contain risk. There is no guarantee
that the principal amount of the investment will be preserved, or that a certain return will be realized; the investment could suffer a loss. All profits and losses incur to the
investor. The amounts, maximum amounts and calculation methodologies of each type of fee and expense and their total amounts will vary depending on the investment
strategy, the status of investment performance, period of management and outstanding balance of assets and thus such fees and expenses cannot be set forth herein.
| PIMCO Taiwan Limited is managed and operated independently. The reference number of business license of the company approved by the competent authority is
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