
The curse of knowledge is that it closes
our minds to what we don't know.

- Adam Grant

A little over a year ago, I stood in our offices at
Granate debating with my colleagues. We had been
hearing for a short while about a weird virus
spreading through the world and we had just had
our first case in South Africa. The markets were
crashing and people were panicking, but for the life
of me I couldn’t figure out what all the fuss was
about. “It’s basically just a bad flu,” I said. “Tonnes of
people die of the flu every year. Why is everyone
being so irrational? Life must go on – we can’t afford
to panic over the flu!” I was convinced I was right. As
we debated, I dug in my heels. Hard. However, as
events unfolded around the world and locally, the
next few months taught me that my assumptions
about the situation had been very, very wrong. 

Fortunately, the consequences of my stubbornness
were nothing worse than eating a little humble pie. 
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In the world of investing, however, being stubborn
and unwilling to accept that we may be wrong can
lead to horrible outcomes for our clients. We make
decisions every day based on imperfect information.
As situations change and evolve, we need to be
adding new information to our investment theses
and re-evaluating our conclusions. With our brains
wired to take the path of least resistance, how do we
build our capacity to take the challenging path of
constantly rethinking and relearning? That’s the
topic of Adam Grant’s latest book, Think Again.
In investments, we talk a lot about building
conviction in an idea. For this to be a good approach,
that conviction needs to be built on a very solid
foundation. To do that, we need to create more
space for being wrong. 

K N O W I N G  W H A T  W E  D O N ' T
K N O W
Research has found that there’s an inverse
correlation between confidence and competence.
Those who tested lowest on a variety of cognitive
and emotional tests, were most likely to overrate
their abilities and to dismiss the results of these
tests as irrelevant. There’s actually a name for this:
the Dunning-Kruger effect. It’s something all of us
have done at some point: thinking we know best,
when in fact we know nothing. Think about how
many times you’ve screamed at your TV when the
coach sends your favourite player to the bench or
the government announces a new set of lockdown
rules! 



It turns out that where this effect is most dangerous
is when we’re one step up from being a complete
novice in a field. We have gained a bit of knowledge
and experience, so we now feel confident enough to
have an opinion. The problem is that we don’t yet
know what we don’t know. As Grant puts it: ‘… we fail
to realize that we’ve climbed to the top of Mount
Stupid without making it out the other side”. 

Often those most experienced in a field are the least
likely to make confident pronouncements and
predictions. They are well aware of how imperfect
their information is and how much can go wrong. I’ve
noticed that it’s usually the most experienced
analysts in our team who are the most likely to say,
“I don’t know enough to build conviction here.”.
Experience doesn’t just teach us what we know, it
helps us see the gaps in our thinking and our
potential blind spots. Fortunately, we can cultivate
this pragmatism at any point on the learning
journey. The key is to stay humble. 
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W E  A R E N ' T  O U R  I D E A S
A second problem area is that we very easily become
attached to our ideas. As an analyst, I have fallen in
love with more than a few companies and
passionately presented them to our Investment
Committee. But instead of the praise that I (from the
top of Mount Stupid) think this gem of an idea rightly
deserves, I get questions like, “So why are we looking
at this again?” What follows, from me, is not always
pretty – defensiveness, coupled with my self-identity,
melting into a puddle on the floor. 



The attachment we feel to an idea tends to make us
shut down rather than open up. We close off to
reason and go into defensive mode. “It’s as if there’s
a miniature dictator living inside our heads,
controlling the flow of facts to our minds,” says
Grant. It’s in all of our natures to seek out
information that supports our ideas, a well-
documented phenomenon known as confirmation
bias. This creates echo chambers in which the
information we hear and read deeply entrenches our
point of view. 

If it weren’t for the challenging views and probing
questions of my colleagues, I could have made some
pretty poor decisions. The more we accept that no
idea is sacred and that every decision is up for
review, the healthier our debate. Healthy debate
means a healthy portfolio. 
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A  L E A R N I N G  C U L T U R E
The reality is that having to admit we were wrong
and change our minds feels pretty horrible. But it
doesn’t always have to. The trick is to reframe it as
an opportunity for learning. Discovering that you are
wrong means you are now less wrong than before.
Success! It also means you’ve learnt something.
Grant quotes Daniel Kahneman, arguably one of the
greatest minds of our time, as saying, “If you don’t
look at yourself and think, ‘Wow, how stupid I was a
year ago’, then you must not have learned much in
the last year.” All the great innovators know this,
because innovation is about trying, failing and
repeating. Eventually being wrong enough times
leads to the right answer. 
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If you don't change your mind frequently,
you're going to be wrong a lot.

- Jeff Bezos
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Granate Asset Management is an authorised FSP (46189)
For our full disclaimer, click here.

Research on successful forecasters has shown that
what sets them apart is that they more frequently
revise their predictions. Changing our minds as we
encounter new information is more likely to lead us
to the right answer. As Jeff Bezos says, “If you don’t
change your mind frequently, you’re going to be
wrong a lot.” We’re incorporating this into our
investment process at Granate by considering what
conditions need to be true for an investment thesis
to play out, while identifying the trip wires that
should make us re-evaluate our decision. 

S T A Y I N G  H U M B L E
In a world that can take only a few months to go
from ‘there’s something like the flu spreading in
China’ to being locked down in our homes for five
weeks, the importance of being able to rethink our
worldview is obvious. We will continue to make the
best possible decisions for our clients if we can
incorporate the principles of rethinking, challenging
and questioning into all aspects of our
organisational culture. We all have a role to play
here. I’m sure I haven’t made my last trip to the top
of Mount Stupid, but I really appreciate working with
brilliant people who I know will challenge my
thinking, ask the hard questions and be nothing but
supportive as I tumble down the other side.  

https://www.granate.co.za/wp-content/uploads/2021/01/Disclaimer.pdf

