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Science Fiction and the Science of Investing
“Well, all information looks like noise until you break the code.”
Snow Crash, Neal Stephenson, June 1992

I have wonderful opportunities to meet and speak with a variety of clients, ranging from individuals to institutions. Most of the
time, the discussion gravitates toward predicting something—and for me, the requested prediction often has to do with the
direction of interest rates. Luckily, this piece will not attempt to do that since I do not have a crystal ball.
Instead, this piece will discuss two aspects of investing that I think get spoken about a lot, but are never truly understood: (1)
focusing on the long term, or as I prefer to call it, the “long arc,” because the future doesn’t progress in a linear fashion, but
instead in a series of increasing and decreasing arcs; and (2) how the future will unfold. The paper will also discuss a step we
can all take that I believe will help us think about the long arc and its potential, sometimes unexpected, outcomes. That step is
reading science fiction. It may sound strange but keep reading and I hope you’ll find a small nugget of truth.
Investors, the media, academics, etc. generally say that achieving the best investment results requires focusing on the long
term. Unfortunately, I have met few investors in my career that actually, in true Warren Buffett style, invest that way.
As for how the future unfolds—many people have predictions and unfortunately, most of those predictions are wrong. Even
when they are right, the predictions tend to miss both good and bad unintended consequences.
The point of predicting the future, in my view, is not to get it right all the time but to first examine the range of possibilities
and then more importantly, determine the unintended consequences that might have a greater impact on the long arc. For
example, the iPhone first sold in 2007. You may have foreseen the advent of the iPhone correctly—but would you have
predicted how radically individual banking would change? How airport check in and ticketing would evolve? What the effect
would be on international communication, and that Google Maps, Waze, and Uber would all be created? All of these
developments are the unintended consequences of one invention.

So what does all of this have to do with science fiction? The goal of good science fiction, in my opinion, is to look at a feature
of the world and think about its evolution—and then imagine all the possible offshoots of that evolution. In the iconic film,
2001: A Space Odyssey, director Stanley Kubrick imagined videophones (already here), the potential terrors of unchecked
Artificial Intelligence (we are working on that one as we speak—remember Skynet?), and the future of space travel (let’s thank
SpaceX, Blue Origin, and Virgin for pushing that envelope). These were all concepts that were far ahead of their time. In the
1984 classic book, Neuromancer, author William Gibson envisioned the Internet and many of its consequences far before any
sort of mainstream thinking. House of Suns, by Alastair Reynolds, takes place over six million years.
Six million years—now that’s a long arc.
So what does this have to do with investing? Science fiction forces us to think in ways that aren’t natural to most investors.
Unconventional concepts make us contemplate long term and unintended consequences—and most importantly, they
challenge us to not look in the rearview mirror.
As bond investors, we at Wasmer Schroeder continually challenge each other to think about the long arc and the future
consequences of current events. We strive to not focus on short termism and trendy discussions. In short, we seek to take a
step back and think about what’s going on over the long arc. When we buy a 10-, 20- or 30-year bond, we understand that a
lot of events will take place during that time frame—but rather than predict the future, we want to map out how our
investment thesis may change under different scenarios: What happens to credit quality? What happens to rates? What
happens to the economy? What happens to inflation? What kind of event could actually alter the course of the world versus
other events that just create noise and volatility?
Science fiction isn’t the only answer, but it is a tool we can use to break free from the confines of our everyday thought
process. We all have access to a broad base of information. That isn’t enough, though—we need to crack the code. Doing that
is a difficult challenge—one where we need all the tools we can get our hands on, and I believe this process is one of them. By
the way, if you want some great TV, binge watch Black Mirror on Netflix to get an idea of what I’m talking about.
As an aside, one of my goals as the newly appointed President of Wasmer Schroeder is to write semi-regular thought pieces
for our clients and friends to read. As one of my colleagues likes to say “We all have day jobs.” That’s a true statement—which
makes it all the more important to step back now and again to see the forest instead of the trees. I hope these pieces can
help in a small way.
As always, please feel free to reach out to me or any of the outstanding people at Wasmer Schroeder if you have questions,
comments, or other input.
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