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On last week’s podcast—alongside my co-host, Wesley Gray, the CEO of Alpha Architect—I

had the privilege of interviewing retired professional poker player Annie Duke about her

new best-selling book, Thinking in Bets: Making Smarter Decisions When You Don’t Have

All the Facts.

 

Duke has an interesting background for a former professional poker player. Her journey

to poker started close to our interview location—on Penn’s campus—where she was working

toward her doctoral degree in psychology before she became sick and missed the window in

which degree candidates have their recruiting and job talks. She ended up playing poker

from 1992 to 2012 as a diversion from her studies and ended up never going back to

finish her doctorate.

 

We discussed whether she has an itch to come back to Penn and finish her doctorate, and

she stated that she had an 82% probability of doing so—and that probability has been

inching up.

 

82/1882/18

 

Framing this decision as 82% for finishing her doctoral degree and 18% against is an

important illustration of how Duke thinks we should all depict a more accurate

representation of the world. The future is uncertain and probabilistic—people like to

know their lives will turn out a certain way, and we all tend to be addicted to

certainty. While Duke does not know it really is an 82% probability, she feels

describing the future in this manner is far superior to saying she has a 50/50 chance of

doing so or 0%/100% chance. This has the advantage of not putting herself as being

“right” or “wrong,” but, rather, if she does not do it, it was just in the 18%

probability of outcomes that played out.

 

Resulting: Outcome versus ProcessResulting: Outcome versus Process

 

One of the major focuses of Duke’s book is a concept called “resulting.” The problem

with resulting is that too often people look at bad outcomes and conclude it was caused

by a bad decision process—hence a focus on the poor results and not the decision

process. Conversely, it could be that one concludes a good outcome was the result of a

sound process—when it was just luck or the lower end of a probability range like 82%

versus 18% and the 18% chance event occurred, even though it was not the most likely

outcome.

 

Talking in Probabilities: The Benefit of Keeping an Open MindTalking in Probabilities: The Benefit of Keeping an Open Mind
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Duke believes there is a big problem in confusing confidence and certainty. People often

think that leaders need to express themselves in absolute certainty to be very

convincing. There are two sources of uncertainty: luck, which we cannot do anything

about, and hidden information. When one talks in probabilities, you open yourself to

looking for new information and updating your forecast. When you express yourself with

certainty, you shut down your motivation for being information hungry to hunt for new

information that updates your views. By contrast, when you say you are 45% on a

situation, you will look for new information to upgrade your probability forecast or

downgrade it.

 

Truth-Seeking Groups: Keeping Yourself HonestTruth-Seeking Groups: Keeping Yourself Honest

 

One of Duke’s suggestions for how to optimize a learning process is to identify a truth-

seeking group to help sort through decision quality and keep you honest in an

“exploratory style” when evaluating decisions. Groups can act like a “mega-individual”

if there is an echo chamber, but if a group helps you keep biases in check, this can

help improve biased world views because it’s easier to see bias in others than in

yourself.

 

“Yes…and” Instead of “But”“Yes…and” Instead of “But”

 

One of Duke’s suggestions is to eliminate the use of the word “but” in conversations and

pivot to a model of saying “yes…and.” When you use the word “but” in conversations, it

invalidates everything said previously and puts people in a defensive frame of mind.

However, if you can agree with a person’s world view and then ask him or her to think

about a future that might lead to a different internalization of a given situation, it

often leads to better evaluations. While Duke counsels it would be impossible to

completely get rid of the word “but” from your vocabulary, using it less and

substituting the words “yes…and” instead will lead to more open-minded conversation.

Duke says that if you want people to change their beliefs, you have to put them in an

open-minded state, and the word “but” just shuts down this type of open-mindedness.

 

How Betting Markets Improve DecisionsHow Betting Markets Improve Decisions

 

Duke talked about how there was a study of peer-reviewed scientific research papers and

whether scientists could predict which papers’ conclusions could be replicated in a

fresh evaluation of the research. When the same scientists were given money and offered

a chance to bet on which studies they would replicate, the scientists’ accuracy on

predicting the outcome was increased by putting money on the line and making explicit

rewards compared with implicit reputation motivation. Companies such as Google are using

betting markets to help their predictions in different business ventures.

 

An Uncertainty EvangelistAn Uncertainty Evangelist

 

One of Duke’s life missions is to be an evangelist for uncertainty—to celebrate and

embrace it. She sees a lot of benefits from this, including being more open-minded, less

judgmental and more compassionate and information hungry. She also suggests embracing

dissent without being overly disagreeable.

 

This was a great conversation on a great new book. You can listen to the full

conversation below.
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For standardized performance and the most recent month-end performance click here NOTE,

this material is intended for electronic use only. Individuals who intend to print and

physically deliver to an investor must print the monthly performance report to accompany

this blog.

For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.
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IMPORTANT INFORMATIONIMPORTANT INFORMATION

U.S. investors only: Click U.S. investors only: Click herehere to obtain a WisdomTree ETF prospectus which to obtain a WisdomTree ETF prospectus which

contains investment objectives, risks, charges, expenses, and other information;contains investment objectives, risks, charges, expenses, and other information;

read and consider carefully before investing.read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign

investing involves currency, political and economic risk. Funds focusing on a single

country, sector and/or funds that emphasize investments in smaller companies may

experience greater price volatility. Investments in emerging markets, currency, fixed

income and alternative investments include additional risks. Please see prospectus for

discussion of risks.

 

Past performance is not indicative of future results. This material contains the

opinions of the author, which are subject to change, and should not to be considered or

interpreted as a recommendation to participate in any particular trading strategy, or

deemed to be an offer or sale of any investment product and it should not be relied on

as such. There is no guarantee that any strategies discussed will work under all market

conditions. This material represents an assessment of the market environment at a

specific time and is not intended to be a forecast of future events or a guarantee of

future results. This material should not be relied upon as research or investment advice

regarding any security in particular. The user of this information assumes the entire

risk of any use made of the information provided herein. Neither WisdomTree nor its

affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal

advice. Investors seeking tax or legal advice should consult their tax or legal advisor.

Unless expressly stated otherwise the opinions, interpretations or findings expressed

herein do not necessarily represent the views of WisdomTree or any of its affiliates.

 

The MSCI information may only be used for your internal use, may not be reproduced or

re-disseminated in any form and may not be used as a basis for or component of any

financial instruments or products or indexes. None of the MSCI information is intended

to constitute investment advice or a recommendation to make (or refrain from making) any

kind of investment decision and may not be relied on as such. Historical data and

analysis should not be taken as an indication or guarantee of any future performance

analysis, forecast or prediction. The MSCI information is provided on an “as is” basis

and the user of this information assumes the entire risk of any use made of this

information. MSCI, each of its affiliates and each entity involved in compiling,

computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly

disclaims all warranties. With respect to this information, in no event shall any MSCI

Party have any liability for any direct, indirect, special, incidental, punitive,

consequential (including loss profits) or any other damages (www.msci.com)

 

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom,

Tripp Zimmerman, Michael Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph

Tenaglia, Jeff Weniger, Matt Wagner, Alejandro Saltiel, Ryan Krystopowicz, Jianing Wu,

and Brian Manby are registered representatives of Foreside Fund Services, LLC.

 WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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