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20   ANTIFRAGILITY 

 “We made too many wrong mistakes.” 

Yogi Berra 

A question we often get asked is if the investment 

environment is becoming more dangerous? There is 

no way of knowing the answer to such a question, but 

even if we knew, it is even harder to select a proper 

course of action.  Not investing is always an 

alternative, but as Warren Buffett put it in his 2012 

letter to shareholders:  “The risks of being out [of the 

market] are huge compared to the risks of being in 

it.”1 

It has been said that experience brings with it the 

realization that the future is rarely bright, and that 
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concerns about it rarely disappear.  The crowd, 

perhaps because of itself, is almost always focused on 

some big risks, but how much people discuss an 

event is a bad indicator of the actual risk associated 

with that event.  In fact, the more people talk about a 

risk, the more likely it becomes that the particular risk 

will be mitigated.  We saw this with the debt ceiling 

crisis in 2011 and we may well see it again with the 

end of quantitative easing. 

To further complicate matters, it is only after they get 

added to history that events become explainable.  A 

much longer list of alternative histories that didn't 

happen rarely get the credit they deserve.  Even a 

careful study of history can prove illusive for this 

very reason, because not every mistake gets 

punished, and some may even be rewarded.  This is 

the essence of Yogi Berra's quote above - and another 

reason why we strive to focus on what is knowable 

instead of reacting to what is beyond our control.     

Fear is the number one reason why people stay out of 

stocks just when it would have been the most 

rewarding to get in.  With stocks making new highs 

or new lows, fear tends to run high, including the fear 

that fear itself might not be high enough.  The Fed, 

the Middle East, Russia, deleveraging, deflation, 

inflation, currencies, and commodities are all on the 

list of reasons to sell.  As we stack up the degree of  

all  these  fears  against periods in the  

past when they  also prevailed, we cannot help  but 
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conclude that not much has changed.   

So back to the central question that opened this 

chapter.  A casual read of the Economist or the 

Financial Times might suggest that danger is building 

globally to alarming levels.  With this very feeling in 

our own guts, we remembered of a book by Nassim 

Taleb titled AntiFragile: Things that Gain from Disorder 

- which we credit with having kept us from getting 

out of stocks at prior “scary” junctures.2  While not as 

enjoyable of a read as his other books, Taleb proposes 

a useful concept for understanding the nature of risk.  

From his vantage point, turbulence itself is a positive 

trait, and he provides some great examples of how 

that is actually the case in nature. 

Taleb claims that when governments attempt to 

stabilize the system through monetary and fiscal 

intervention, they only serve to make it inherently 

unstable and more dangerous over time.  He may 

turn out to be right about that call from any given 

level, but he has been wrong for extended periods 

during which volatility measures of all sorts have 

continued to decline.    

Our view is that government intervention is nothing 

new, and neither is the cyclical rise and fall of 

volatility.  Instead of a system made more fragile by 

attempts to contain it, we see a global market today 

that has sustained multiple shocks over the past 

decade, after which it has emerged ever more anti-

fragile, and therefore, safer.  Like a muscle that gets 
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stronger with abuse, or an organism that gains 

immunity to a germ via continuous exposure, the 

market too can become more robust following 

multiple periods of extreme volatility.  As we have 

seen since the 2008 crisis, and likewise, following the 

1929 crash - the quality of the bull market that follows 

tends to be proportional to the degree of pain in the 

preceding bear.  What Taleb claims as a key argument 

in his case for rising volatility, is precisely the theory 

that we use to refute his argument.  It is very possible 

that the market’s muscle is getting stronger.  

To summarize, we do not agree with the naysayers 

who succumb to fear of the future as a reason to stay 

out of the equity market. The notion that crisis looms 

just ahead must be used carefully, in our opinion, 

when the goal is efficient long-term compounding.  

Yes, it is true that we cannot predict what all the bad 

news will bring - but that is always the case, and it is 

exactly why we try to stay focused on detecting 

evidence of more tangible factors that are known to 

build wealth, such as cash flow compounding, 

repeatable processes, strong leadership, a meritocratic 

culture, a record of continuous improvement, and 

secular growth. 
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