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OFTEN WRONG, BUT RARELY IN DOUBT! 
 

“…And so these men of Indostan 

Disputed loud and long 

Each in his own opinion 

Exceeding stiff and strong 

Though each was partly in the right 

And all were in the wrong!” 

 

- Blind Men and the Elephant (A Poem by John Godfrey Saxe) 

 

The poem “Blind Men and the Elephant” used to be one of my favorites 

during school days. It’s an old parable from the Indian subcontinent 

about six blind men who have never come across an elephant before. 

When they actually do, they try to learn about it by touching it. Each 

blind man is feeling only one part of the elephant’s body and inferring 

what an elephant is like. For example, the blind man who touches the 

leg of the elephant proclaims that an elephant is like a tree. They 

describe the elephant based on their limited experience and their 

description of the elephant are different from each other. The men 

end up in a loud argument; each of them having partial information; 

each one of them overconfident of their experience & knowledge, and 

each believing the others to be wrong.   

  

Even though the poem is meant for a child in school, it has important 

observations for many disciplines. Especially in investment research! 

 

 

THE RUSH TO COLLECT INFORMATION 

 

The initial days of this calendar year (so much has happened, they 

seem like far behind!) were characterized by uncertainty about the 
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spread of the virus, multiple theories about how it can impact 

businesses and consumers, fear among investors, and panic in markets. 

The only parameter that had some predictive value for the market 

during those days was the number of google searches of coronavirus. 

There was extremely high negative correlation between number of 

google searches and the equity markets (we had written about it here). 

In the last month, however, things changed.  

 

As lockdowns eased, analysts and investors seem to have entered into 

a race to collect more and more real-time information about what is 

happening ‘on the ground’ in various businesses. I haven’t seen a day 

when some research house hasn’t sent me takeaways from channel 

checks, excerpts from company interactions, management 

commentary, dealer survey or consumer survey.  Add to that 

numerous anecdotes that start with “I know someone who…”. It feels 

good to have more and more information, but how good are we at 

making good decisions based on this information? Turns out not much! 

We make many mistakes in judgement like the six blind men.  

 

ERRORS 

 

In the ancient times, heuristics or ‘rule of thumb’ helped humans in 

quick decision making and survive under adverse conditions. However, 

using more and more of these to make judgements leads to biases 

creeping into the decision-making process. I have highlighted below 

some of the important biases that can affect our decisions while 

collecting and analyzing data during the current crisis.  

 

➢ The strength and the weight of the information:  

While determining a trend or testing a hypothesis based on the 

incoming new data, one has to check its strength or extremity of 

the evidence and its weight or the predictive validity. Suppose we 

wish to evaluate the evidence for the hypothesis that a coin is biased 

in favor of heads rather than in favor of tails. In this case, the 

proportion of heads in a sample reflects the strength of evidence 

for the hypothesis in question, and the size of the sample reflects 

the credence of these data. In India, let us say we want to test the 

hypothesis, that consumer durables’ sales were sharply lower due 
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to Covid-19 related issues. We check with three large consumer 

durable dealers across India, and two of them confirm our 

predictions. Here the strength of the evidence is high, but the 

weight is lower. Compared to earlier survey, suppose we survey 33 

large dealers across the country and 19 of them confirm our 

hypothesis; here the strength is comparatively low but the weight, 

its predictive validity is higher.  

 

Studies conducted by psychologists Amos Tversky and Dale Griffin 

show that we tend to be influenced more by strength of the 

evidence than its weight. This leads to a couple of other problems:  

 

- When the strength of the information is higher than its 

weight, we are likely to be overconfident about our conclusions 

 

- We tend to be happy using small data sets. We may draw 

wrong inferences if the sample set does not represent that 

population correctly.  

 

➢ Ignoring base rates: 

We often ignore the background data or trend in the presence of 

a new evidence. Let us take the example of the residential real 

estate. Suppose a set of developers, even pre-Covid-19, were 

experiencing falling demand and footfalls. To access the exact 

impact of the new crisis, one has to compare the incoming new 

data with the sluggish background trend (base rates). Even without 

the crisis, one would not have come across any good news. 

Similarly, in case of sectors that display sharp seasonality, one has 

to account for the background data during these months. For 

example, cement sales are typically low during monsoon. Ignoring 

these background numbers or base rates can lead to wrong 

conclusions.     

 

➢ The personal touch: 

Most of us give importance to the information that we perceive 

directly (that we hear or see with our eyes) than information 
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received second hand even though the latter may have greater 

evidential value. Events that people experience personally are more 

memorable than those they only read about. When we personally 

visit a place or conduct a survey, we form certain impressions, 

make certain observations. We hold these observations as treasures 

to be protected than hypothesis to be tested. Cognitive dissonance 

sets in and we rationalize and disregard any contradictory 

information. If the dataset we have referred to is small or lacks 

diversity, we may end up making wrong conclusions (same as the 

blind men).  

 

➢ Anecdotes and case histories: 

In a research paper by social psychologists Richard Nisbett and Lee 

Ross, the authors show that we put high weightage to anecdotes 

and case histories than statistical data. Anecdotes are vivid, more 

emotionally interesting, easier to remember and easier to deal with 

for the human mind. Let us take the example the researchers used: 

 

Let us suppose that you wish to buy a new car and have decided 

to purchase one of the two - Brand A or Brand B. As a sensible 

buyer, you go to Consumer Reports, which informs you that the 

consensus of their experts is that the Brand A is mechanically 

superior, and the consensus of the readership is that the Brand A 

has the better repair record. Armed with this information, you 

decide to go for Brand A. In the interim, however, you go to a 

party where you announce this intention to an acquaintance. He 

reacts with disbelief and alarm: "Brand A! You've got to be kidding. 

My brother in-law had a Brand A. First, that fancy fuel injection 

computer thing went out. Cost a lot of money. Next he started 

having trouble with another part. Had to replace it. Then the 

transmission and the clutch. Finally sold it in three years for junk.” 

 

Although a logical, dispassionate response to such an encounter 

ought to be a very slight revision of the statistical data contained 

in Consumer Reports, few people will so act.  
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➢ Availability Bias: 

The availability bias is a mental shortcut that relies on immediate 

examples that come to a given person's mind when evaluating a 

specific topic, concept, method or decision. Suppose you conduct a 

survey of businesses in Mumbai, which has the highest number of 

cases in the country (about 16% of the India total), the answers 

you get are likely to be gloomier than say a Chandigarh, which has 

very few active cases. People in Mumbai would be hearing about 

the problems of the pandemic with more frequency than people in 

Chandigarh, hence these issues are at the top of the mind recall for 

them.   

 

USING INFORMATION THE RIGHT WAY 

 

A lot of time, effort and resources are invested in collecting 

information to make decisions. It is important that this information 

is understood and processed in the right manner. Using the right 

sample set (in terms of size and diversity), determining and anchoring 

on base rates and conducting unbiased (and statistical) analysis can 

lead to better decisions.   
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Nimesh Chandan is Head-Investments, Equities at Canara Robeco. He 

has almost two decades of experience in the Indian Capital Markets. 

Nimesh has been with Canara Robeco since 2008 and in his current 

role, he guides the equity team in providing a strategy for various 

equity funds. He is a keen follower of Behavioral Finance and has 

developed tools and processes which help improve the investment 

decision making process. He also conducts workshops wherein he 

presents the concepts of Behavioral Finance to investors and financial 

advisors under a series called 'The Money and the Mind’.  

 

ABOUT STOIC INVESTOR: 

The word “Stoic” is used to describe someone who remains calm under 

pressure and avoids emotional extremes. For the purpose of this newsletter we 

refer to the “Stoic investor” as an investor who is realist (avoiding extreme 

optimism and extreme pessimism), resilient (withstand difficult conditions) 

and rational (who acts with logic and reason).  
 

Disclaimer:  

The information used towards formulating this document have been obtained from 

sources published by third parties. While such publications are believed to be reliable, 

however, neither the AMC, its officers, the trustees, the Fund nor any of their affiliates 

or representatives assume any responsibility for the accuracy of such information and 

assume no financial liability whatsoever to the user of this document. This document is 

strictly confidential and meant for private circulation only and should not at any point 

of time be construed to be an invitation to the public for subscribing to the units of 

Canara Robeco Mutual Fund (CRMF). Please note that this is not an advertisement or 

solicitation for subscribing to the units of CRMF. The views expressed herein are only 

personal in nature and does not constitute views or opinion of Canara Robeco Asset 

Management or Canara Robeco Mutual Fund. The document is solely for the information 

and understanding of intended recipients only. Internal views, estimates, opinions 

expressed herein may or may not materialize. These views, estimates, opinions alone are 

not sufficient and should not be used for the development or implementation of an 

investment strategy. Forward looking statements are based on internal views and 

assumptions and subject to known and unknown risks and uncertainties which could 

materially impact or differ the actual results or performance from those expressed or 

implied under those statements. 

NIMESH CHANDAN 

HEAD – INVESTMENTS, EQUITIES  

CANARA ROBECO  

Mutual Fund investments are subject to market risks, read all 

scheme related documents carefully. 

  


