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Harnessing the Power
of Counterintuition
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MICHAEL MAUBOUSSIN is chief investment strategist at Legg Mason Capital Management. He has been
adjunct professor of finance at Columbia Business School since 1993. Mr. Mauboussin has served as
managing director of Credit Suisse and is the former president of the Consumer Analyst Group of New York.
Mr. Mauboussin is the author of More Than You Know and the coauthor of Expectations Investing. He is a
graduate of Georgetown University.

Mr. Mauboussin’s Web site is at www.MichaelMauboussin.com.

SUMMARIES.COM is a concentrated business information service. Every week, subscribers are e-mailed a
concise summary of a different business book. Each summary is about 8 pages long and contains the
stripped-down essential ideas from the entire book in a time-saving format. By investing less than one hour
per week in these summaries, subscribers gain a working knowledge of the top business titles. Subscriptions
are available on a monthly or yearly basis. Further information is available at www.summaries.com.
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MAIN IDEA

Why do smart people sometimes make appalling bad decisions, especially when the stakes are high? It really comes down to the
mental software hardwired into the human brain. We genuinely are not well equipped to deal with many of today’s most pressing
problems. We see the world we want to see rather than letting the facts speak for themselves. We also have no problems harboring
false beliefs, even if irrational. And most of us would rather do whatever comes to mind first rather than properly calibrating the
evidence which lies at hand and applying that to our decision making.

To reduce the number of mistakes you make, try and think twice about your choices. To do that, three steps are involved:

Learn about the mistakes
others have made in the past so
you can avoid them

Poor

Decisions
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Build and then use mental
tools which will help you prevent
falling into any traps

Great

Recognize the problem at
hand in its proper context and
allow for all the risks

Decisions

The eight most common decision mistakes — and how to offsetthem . . . . . . . . . ... .. ... ... .. Pages 2-7
Mistake Solution
a We all like to think our problems are unique rather than m;i;p%a;ﬁﬁ?; gtitzlrd;e\gs;g I\/r\]/hec;/igv:esc:j\l/c;r; );ﬁg
carefully considering the relevant experiences of others. same problem and adapt what they did right.
We all suffer from tunnel vision at times and fail to Make a conscious de0|§|on to c_:onS|der other
e adequately consider all the alternatives alternatives and give voice to dissenters. And
' always know what incentives are involved.
We want to rely on experts and like to believe they know Seek diversity .and. ensure youre using the best
e more than they really do technology which is available. Remind yourself
' experts always have a very narrow focus.
We don’t always act objectively but take our cues from Ack'nowledg'e decision making is an inherently
o the behaviors of those around us soc!al exercise and therefore you need to manage
' the influences you feel. Watch out for group think.
We tend to look at complex systems and seek ways to AVO'd focusing on Justone pa.rt qf the system and
e come up with a simolifving mental model instead try to gain an appreciation of the overall
P plitying ' system dynamics. If feasible, use simulations.
. . . Acknowledge that circumstances can and do
e We form inaccurate cause-and-effect relationships, change constantly and there are no universal rules
especially for situations generated by circumstances. ingec y :
which will apply at all times.
0 We’'re not really familiar with tipping points where a small Be aware of the power and reach of coordinated
change can lead to major consequences behavior and be careful not to extrapolate the past
’ into the future.
We overemphasize the effect our skill has on the result E;’S!E:t?otohkei nmlxa?fasnk(;” sgdc;l:f:ﬂ:rl] ;hbemsj)t/s;enm
@ and minimize the impact of luck in our successes. Y . 9 . y
conclusions you draw which rely on luck.
How to improve your decision making immediately. . . . . . . . .. ... ... ... o Page 8
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The Ultimate Business Library

We condense 300+ page business books into
8-page summaries.

By reading summaries, you'll get the key ideas in
30 mins, so you can spend more time turning your
ideas into dollars.

Knowledge is Power — Invest in Your Future

For just $2 per week, you will...

> Learn from the mistakes and success of the smartest people in business;

> Get fresh ideas, strategies & motivation that could be worth millions to you;

> Follow emerging trends, so you can catch the wave before your competitors do;
> Catch up on the classics you always wanted to read.
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1,000 Top Business Book Summaries s
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Our catalog includes summaries on a range of topics for

aspiring entrepreneurs, managers, and consultants.

el

-

BUSINESS PLANS MANAGEMENT PRESENTATIONS '\
SALES LEADERSHIP MOTIVATION STRATEGY

AND MORE



