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15   CONTAGIOUSNESS 

 “The difficulty lies not so much in developing new 
ideas as in escaping from old ones.” 

John Maynard Keynes 

As investors, we are constantly confronted with new 

ideas, both good and bad.  Some catch on while 

others dwindle, but, as the quote above suggests, 

escaping the bad ideas is often more important, and 

more difficult, than coming up with promising ones.   

In his 1976 book The Selfish Gene, evolutionary 

biologist Richard Dawkins proposes that certain 

ideas, beliefs, and cultures are like genes in that their 

replication is subject to a Darwinian process of 

natural selection.1  Dawkins coined the term meme to 
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describe such ideas, because they can be thought of as 

being related to ‘memory’.  “Memes,” he writes, 

“should be regarded as living structures, not just 

metaphorically, but technically.  When you plant a 

fertile meme in my mind you literally parasitize my 

brain, turning it into a vehicle for the meme’s 

propagation in just the way that a virus may 

parasitize the genetic mechanism of a host cell.”  A 

notable attribute of memetics, as the theory has come 

to be known, is that it sidesteps the traditional 

concern with the truth of an idea, and focuses instead 

on its success at replicating.  The implication is that 

bad ideas, from no-doc subprime mortgages to 

cigarette smoking, can be just as contagious as good 

ones.  

Even though bad ideas can spread to a dangerous 

extent, the process of natural selection does a good 

job of eventually weeding them out.  Evolutionary 

theory postulates that the most successful ideas are 

those that can thrive in an environment where they 

ultimately dominate.  This attribute, known among 

game theorists as an evolutionarily stable strategy 

(ESS), explains why good ideas like cooperation 

ultimately prevail in an otherwise selfish world.  

Exploitative strategies can spread for a while, but 

they ultimately perish because they run out of 

unsuspecting hosts.  This is the reason why deadly 

viruses don’t survive, and why bad ideas that initially 

thrive are doomed to fail. 
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In the book Contagious, Jonah Berger proposes several 

principles that explain why a few ideas, products, or 

concepts go viral while most others don’t.2  As with 

memetics, he focuses on the attributes of an idea that 

drive replication and propagation, instead of the 

quality of the ideas themselves.  The first and most 

relevant of his six principles is that contagious ideas 

must carry social currency in order to propagate 

through word of mouth. When a YouTube clip or a 

rumor makes people who share it look smart or 

plugged-in, it is said to contain social currency.  Just 

as people use money to buy things, they use social 

currency to achieve a desired impression on others.  

To illustrate his thesis, Berger gives the example of a 

restaurant in Philadelphia called Barclay Prime, 

which became famous for its one-hundred-dollar 

cheesesteak.  Paying so much for a sandwich may 

qualify as a bad idea to some, yet, according to 

Berger, “people didn’t just try the sandwich, they 

rushed to tell others.”  The fact that the sandwich 

became a sensation was less about its ingredients and 

taste, and more about the story that its price tag 

inspired.  Had the same sandwich been priced more 

reasonably, for instance, there would have likely been 

nothing remarkable to talk about.           

The notion of social currency is quite relevant in stock 

selection, since few things provide more social 

currency to an investor than owning a stock that goes 

up a lot.  Whether they hold onto winners for too long 

or sell out of them too soon, social currency has a 
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wicked way of corrupting sound investment 

decisions.  With the advent of the internet and the 

spread of social media, the impact of social currency 

on investing is likely to be intensifying.  Perhaps 

more than ever, an appealing investment theme or 

story can become more popular than its fundamentals 

would justify.  But, then again, so too is the process of 

natural selection, and its ability to weed out the bad 

ideas.  

In summary, there is no lack of ideas, good and bad.  

Moreover, the propensity of an idea to spread rapidly 

does not necessarily make it a good idea.  As 

investors, it is imperative that we understand not 

only the inherent merits of ideas, but also why and 

how they spread.  In particular, we must stay alert to 

the tendency of seemingly good ideas self-destructing 

once they’ve spread too far.  Especially for long term 

investors, the best ideas are the ones based on sound 

economics that endure. 
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