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As the above magazine cover story graphicallytilates, randomness and pure blind luck
may have more to do with success in various wdikiseathan the successful let on. This
particular magazine story on the art of creatisglaable screen play was written by Leonard
Mlodinow, whose booR he Drunkard's Walkve focused on in thgrevious blog entry
Mlodinow, by the way, has tried his hand at varieageenplays himself.

In a telephone interview conducted after a one-lpoesentation in Toronto to financial
advisors and clients of PWL Capital Inc., Mlodinevwpictured below -- confirmed what
might be inferred by the previous entry on fund ager Bill Miller. His own money is mostly
invested in index mutual funds.

"I don't believe in paying someone who claims thag
predict the future," he said.

JC: So you see the investment world the way PWLit&lap
does?

LM: | guess. | was hesitant in doing it until | hddg into
their philosophy. If it were Legg Mason, | likelyowldn't
have. | don't focus on investing that much but bdm
index funds and some real estate investmentslowol
certain principles like don't waste money on [aaty
managed mutual funds. If | had more money | was
thinking | should hire these guys. | don't do erfotm
optimize my investing. It's been follow basic pipies
and go and make more money.

JC: What's the difference betweEime Drunkard's Walk
and Nassim Nicholas Taletif®oled by Randomne3s
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LM: His came out first. Happily | didn't know abaitior | might not have written ilThe
Black Swarcame out at the same time as mine, which is ahqposedly rare events. What




he preaches is abnormal distributions: long taith @aussian two or three standard deviationspoir 6r
five to describe events that are supposed notue éaer happened. Certain situations like The Tattdrat
might occur once every 1,000 yeafrbe Drunkard's Walks more about the idea that people mistake
patterns and tend to draw unwarranted conclusiamms patterns. They see patterns where there ag non
and feel they can predict situations.

JC: How much of your book is aimed at investors#@idn't strike me as a lot.

LM: I'm not sure what percentage is for investbrover investments, personal life, science, sports
records, personal decision making, medical appdoatand crime. There are some good examples of how
the criminal justice system goes astray. It's @janareas of everyday life that concern peopleTiso
Drunkard's Walkis far different. I'm glad | was not deterred mpther book on

randomness.

JC: Are your talks at PWL -- [there's another arday in Ottawa and tomorrow in
Montreal] -- focused on investing? What are thiedavays for investors?

LM: Two levels. More generally, they should takesgvthat results, whether in investments or business
sports, don't reflect accurately the underlyingeptiil or character of what's behind everythingaose

it's not a large enough sample size. It's very deous to judge underlying character by simple tesab

it means doing your homework and looking at theanlyihg character and making your own judgements.

The flipside in a way is when you're looking atadahd realize data may be misleading. For exariple,
you look at how a mutual fund has done in theyasr. There's a large element of randomness and not
enough data to say how it may perform in the newtyears.

Another example is sports. There's a 40% chand¢atlesser team will win a 7-game series. If yomtwa
the lesser team to win only 5% of the time or les® the results are what we call "significantthen

you'd have to play 269 games. People observe stmzksnutual fund managers and businesses far less
than that yet they bet money on it. The track rés@re too short to be meaningful. So one keytismno
bet money on too little data.

Also, even when someone is doing nothing that takegsskill, like coin flipping, there will still béig
winners and big losers. But there's a positive,didg@u're starting a business, another lessdnasif you
keep trying you have a chance of succeeding neemabtv small the odds and you will eventually
succeed. As | said of Tom Watson in the book yati iave to double the failure rate.

JC: Yes, | see on Twitter there's even a magatinatahat:Failure Magazine Which brings me to the
stock market failure of 2008. Your book came oudbbethen?

LM: Yes, in May 2008. If it had happened beforeydy have referred to it. The principles help people
understand and deal with what's going on. The lvalék in detail about Pearl Harbour and rare evevas
people think they should have foreseen.



JC: Hindsight is 20/20.

LM: Yes, it does seem to be. Look at the crashy\éemart people had data and a few talked about it b
no more than are always talking about such thiRgght now it appears that the crash was relatishlyrt
lived. It's so easy after the fact to say of colrses going to crash. | dare those people talEDow
Jones average will go back to 7000. Anyone who gaysiuge fall was deserved and that in hindsight w
should see it, well if they're so sure let's segrtisell short since it shouldn't have come badleeit

JC: You think the rebound is a sucker's rally?

LM: | don't know. If people who think it was foresable that it was going to crash think it's a sdske
rally they should put their money where their moistnd sell short.

JC: Did the crash catch you by surprise?

LM: Yes, | was as queasy as anyone about the hgplsibble. | thought it looked crazy and that the
bubble would burst. At least a few years befotejppened it started getting crazy and kept goind up
bought a house in Pasadena in 2002 and the vaiig&ig up and up. It's still closer to where #saat
the peak than when | bought it. The point is yoly imave ideas that it may go one way or anothenbut
one really knows.

JC: So you think Bruce Willis got lucky when he aewe a star?

LM: It wasn't obvious before the fact. | should reakclear | don't say talent is irrelevant.
There are many with his talent. You also need litskhad the luck; others did not. You
need both. People see past the talent part. I'mayang it's all luck but there are others with
his talent who are still bartenders. When you skartender who wants to be an actor, have
respect. He may be as good as Willis.

JC: How has the book sold?

LM: It's a bestseller. The hardcover was in itth]&inting the last time | checked. I'm not supeuwat the
paperback.

JC: It's not your first?

LM: No, | wrote Euclid's Window, about curved spamnd the history of geometry. It did well too kut
wasn't a bestseller. And | wroEeynman's Rainbova memoir about [physicist] Richard Feynman, who |
knew in Caltech in the 1980s.




JC: How old are you?

LM: 54. The bottom line is he [Feynman] showed mekample not to care what
others think about and follow your dreams and jpassand do what your passion is.
Don't worry whether it's wise or what people wiilirtk. He taught me to chill and do
what | like, then cross my fingers.

JC: What did you tell the PWL advisors and inves?or

LM: | spoke for an hour. | tell them the marketamdom or close to it and you can't make moneyipick
stocks. That's point 1. Point 2 is that sometinh&soks like you can -- Bill Miller, for example but if
you know the rules of randomness the pattern ise®it It's hard to accept but some psychologitaligs
show why or how people gravitate to randomnesst'Sbard to make right decisions and not to pay
people to pick stocks for you. You can hire firnk® IPWL to balance your portfolio or avoid risk or
mimimize taxes but don't hire people who know wsatcks will Kill.

JC: I didn't see a lot about insurance or longewitgnnuities in the book.
LM: | talk a bit about life expectancy but not muahout insurance.
JC: Have you been in Canada before?

LM: Many times. | talked to Perimeter in May and bypther went to McGill. | like Canada. | see it as
more social minded, like your health system. Iv®gy civilized country.
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