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Betting against the “in crowd.” 
  

Long ago, C.S. Lewis wrote a story about a young professor who wanted so badly to belong to the terribly 
sophisticated “in crowd” at his prestigious university, that he almost lost his soul before he saw that the 
“innermost ring” of his “in crowd” were The Devil and his colleagues.  (The story concerns administrators 
at a major university, so it might be that Mr. Lewis could write the same story today.)  As always, Mr. 
Lewis was reminding us about a weakness we all carry around—whether we’re professors or investment 
advisors—namely the wish to feel respected, approved or at least accepted by “others.”  Mr. Lewis’ young 
professor could only save himself, in the end, by gathering every scrap of his courage and standing alone, 
rejected by the “in crowd” and every other crowd. 
  
In the investment business, thank goodness, we’re not worried about our souls but merely money, which 
of course is far less important . . . at least theoretically.  But the weakness Mr. Lewis wrote about is always 
a sharp risk in our business too.  We all like to make money—and we emphatically hate losing it—and 
we’re often tempted to fall in with those who seem smart and sophisticated, and are celebrated by great 
crowds of “others” for their extraordinary cleverness.  We not only hope to do well that way, but it also 
makes us feel, well, “in” . . . and if we’re investing the same as such high-powered people, what could go 
wrong?  (Yup, now we know what’s coming.) 
  

 
  

This story, yesterday, followed (with wonderfully good timing) a whole series of headlined stories over 
just the past few weeks:  “Old School Fund Goes Quant,” “The Rise of Quants in 5 Charts,” “The Quants 
Run Wall Street Now,” and “Meet the New Kings of Wall Street.”  



  
“Quant Funds:”  they sure sound like the innermost of the “in,” don’t they?  We might say, in a nutshell, 
that Quant Funds supposedly turn their investment decisions over to hyper-powerful computers running 
awesomely sophisticated software programs, written by incredibly intelligent people who’ve graduated 
from super-elite universities, which they probably entered at the age of 12 so they could earn their Ph.D’s 
along with their driver’s licenses . . . which they’ll only need until they get around to using blockchain 
technology to build their own personalized improvements to the primitive autonomous-vehicle software 
which Tesla, GM and Ford are struggling with at the moment.  (We are spreading it pretty thick here, but 
it’s a golden opportunity if we ever saw one.)  
  
The Journal story went on to tell us that new money is pouring into Quant Funds like Niagara Falls, but 
that their investment performance has been, well, miserable . . . not just this year but last year and the 
year before, for many giant, famous funds as well as the group as a whole. 
  
It is mighty difficult—nope, it’s impossible—not to see this story and think, “Nothing ever changes, does 
it?”  The old saying, “We are prisoners of fashion,” is really just an example of Mr. Lewis’ point about our 
wish to feel “in.”  At Outlook we’ve seen investment fashions come and go for enough decades to be . . . 
a lot of decades.  Each individual one seemed incredibly sophisticated and attractive at the time . . . and 
most were absolutely incomprehensible to most of the gigantic crowd of people pouring firehoses of their 
money into them.  Admitting in advance that Outlook hasn’t bothered to read the marketing brochure for 
a single Quant Fund—the part where the Fund explains why its particular software is so smart, and so 
likely to produce superior results—nevertheless we’d bet plenty that most of the high-powered investors 
holding those firehoses don’t really understand what they’re buying and why it’s supposed to work.  But 
they do feel clever, and are absolutely “in.” 
  
“Buy low, sell high.”  The essence of that principle is to “think very hard about doing exactly what we 
don’t feel like doing” . . . because we’d be standing alone, among other things.  That’s Outlook’s guiding 
principle, and won’t change.  
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The remarks above aren’t a general recommendation to buy or sell particular securities.  Such decisions 
should only be made in the context of an investor’s own circumstances.  Stocks and bonds carry the risk 
of loss.  
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