
life and death, reward and ruin, happiness and despair.” – Richard Wiseman 

I have been thinking about luck recently, both in life and in investing.  As a society we readily dole out the 

words ‘good luck’ for everything from our children’s spelling test to a colleague embarking on a new 

adventure.  But I wonder how much of our success and outcomes in life are due to luck, and how much of 

where we find ourselves is down to hard-work, persistence, determination and experience?  Is the old 

adage true, you make your own luck? 

In an article titled “In Defence of Luck” Ed Smith (an old acquaintance from my school days) wrote: 

“Success is never accidental,” Twitter founder Jack Dorsey recently tweeted.  No accidents, just planning: 

no luck, only strategy; no randomness, just perfect logic. 

was recovering from the tech crash and there weren’t a lot of jobs around.  I sent my CV to tens of 

investments houses.  It fell on the desk of an investment manager at Rathbone Brothers who had gone to 

my school.  They weren’t actively recruiting, but they liked what they saw on those two pieces of paper.  

In my first interview he asked me what book I was currently reading and we happened to be reading the 

same book.  The Life of Pi.  If you have read it (or seen the movie), you will know that the end is left open 

to interpretation.  My entire interview consisted of a discussion around the ending of the book.  Needless 

to say, I got the job.  I started less than a month later.  On my first day I met Al, my now husband. 

Looking back, that certainly seems like a lucky set of chance meetings and encounters. 

Alfred Bandura, Stanford psychologist, has discussed the impact of chance encounters and luck on 

people’s personal lives.  “Some of the most important determinants of life paths often arise through the 

most trivial of circumstances”.  For me, that was a CV falling on the right desk and every day I feel lucky 

when I look at the life and family that sprung from that.  But there are no counter-factuals (it’s impossible 

to imagine what might have happened in my life if that CV hadn’t fallen on that desk) so there is no way 

to quantify that luck. 

To what extent did I create that luck?  I remember slogging away for hours (days probably) creating the 

perfect cover letter for each firm.  So perhaps it was more like serendipity.  In a recent podcast, Jason 

Zweig, personal finance columnist for the Wall Street Journal, described luck as something that happens 

to you, whilst serendipity is something that you can influence and shape.  It’s the ‘creating your own luck’ 

thing.  Chance encounters are more likely to happen to you if you break out from your usual routine.  Take 

Smith goes on to write that “denying the existence of luck appeals to a fundamental human urge to 

understand and control everything in our life”.  Certainly luck can’t be explained and much less quantified.  

It is also easily confused with skill.  But so many stories rest on it’s existence.   

“Luck has the power to transform the improbable into the possible, to make the difference between 

 

Luck, Serendipity, Life and Investing. 

Chance meetings and encounters 

Here’s a story from my life.   

In 2003 I was looking for my first job in investment management in London.  It was a hard time; the City 
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a different route to work.  Turn left not right.  You have to open yourself up to the potential of having 

unexpected experiences.   

Richard Wiseman, an experimental psychologist, did a ten-year study into luck.  It makes for fascinating 

reading.  His conclusion was that lucky people generate their own good fortune via four basic principles: 

1) They are skilled at creating and noticing chance opportunities  

2) The make lucky decisions by listening to their intuition 

3) They create self-fulfilling prophesies via positive expectations 

4) They adopt a resilient attitude that transforms bad luck into good. 

He reported that many of his ‘lucky’ participants went to considerable lengths to introduce variety and 

change into their lives.  One lucky participant constantly altered his route to work.  Another reported 

having a different date every Saturday night (this was before the internet dating days!).  His method?  

Before attending any party or function he chose a colour and made sure that he spoke to every person in 

the room wearing that colour.  It forced him to disrupt his routine and meet new people (and hence get 

the dates). 

Demographic luck 

When you are born and where you are born are things you cannot control but they have a huge impact 

on your chances of success (however you would like to define that) in life.   

Buffett is famous for talking about this: 

“I’ve had it so good in this world, you know.  The odds were fifty-to-one against me being born in the 

United States in 1930.  I won the lottery the day I emerged from the womb by being in the United States 

instead of in some other country where my chances would have been way different.” 

I want to look at the ‘when’ you are born, because when it comes to investing this one is important. 

Two passive investors holding the same assets across different decades can have wildly different 

experiences and outcomes.  The charts below show returns of the S&P 500 over 20- and 40-year periods 

starting in different decades.  There is a lot of variation.  When you start investing is somewhat down to 

luck, but not entirely.  Someone born in 1960 who started investing straight out of college aged 20 would 

have had a different experience to someone who waited another decade (or two) and started investing 

in the 1990s.  You can create your own luck by starting early. 



 

 

if it doesn’t”.  (And it never does). 

The other important point about demographic luck in investing is the sequence of returns.  That is that 

it’s not just the overall returns you achieve in your investing lifetime that matter, it’s the order in which 

you earn those returns.  The timing matters.  We will all experience a good number of market crashes 

during our investing lifetimes (looking back over the past 70 years, on average a 20% or more fall has 

happened roughly once every 5 years – each and every one has been temporary) but when they happen 

can drastically impact our portfolio values.  And when it happens is really just the luck of the draw. 

This element of luck in investing is why it’s so important to focus on the factors that we can control, that 

combined over time will have a greater impact on your wealth than luck.  You get to decide how much 

you spend and how much you save.  You decide how much of that goes towards buying assets, and which 

assets you buy.  You get to decide when or how often you buy.   

One really interesting thing about the second chart is the outlier (starting in the 1920s) contains the Great 

Depression and World War II.  As Nick Maggiulli points out in his blog, “this illustrates how returns are 

proportional to the risk borne by investors.  When everyone thinks the world will end, you will be rewarded 

Controlling these aspects of our personal finances gives us the ability to build up a ‘margin of safety’ or 

room for error.  If the markets don’t go our way at the right time, we know that we still have a strong 

financial foundation and that we will be ok.  We are not relying on luck.   

Other luck in investing 

Michael Mauboussin has done a lot of work on the role of luck and skill in investing.  I tried to explain the 

difference to a potential client recently who wanted to split his portfolio between me and another 

manager, and then see how we both did over the next year and make a decision at the end of a year.  

This is a classic horse race, and one I told him I wasn’t prepared to enter.  The incentive would be  for 

me to take on a bit too much risk in an attempt to produce winning returns.  I could get it right and 

win the account, but I told him, if I did, it would be down to luck alone.  I have no idea what is going to 

do well over the next year, but neither does anyone else.   



In a letter to clients in 2014, Howard Marks (Founder and co-Chairman at Oaktree Capital) wrote: 

The problem with investing is that over the short-term lots of bad decisions lead to good results, and lots 

of good decisions end in failure.  That’s why I wasn’t prepared to enter the horse race with another 

manager; I could have ended up on either side of that coin. 

A lot of overconfidence is created in markets by bad decisions that lead to good results, or luck.  For 

example, taking a huge wager on one stock for no particular reason and seeing it pay off.  All too often, 

people misattribute that success to skill rather than luck.  They think they are a genius and keep going – 

picking stocks, concentrating their assets.  But the more they try their hand at luck, the higher the chance 

for loss.   

That’s why process is so important in investing.  As Ben Carlson writes, “come up with a process that has 

a high probability for success over multiple time frames and you should come out on top in the end, even 

if you have setbacks over shorter periods of time.  That’s how successful long-term investing works.”  You 

have to think long-term and use probabilities to your advantage.  Luck won’t get you there.  You also have 

to be patient and use discipline. 

My conclusion on luck in life?  You can think about luck rationally by seeing that you can create your own 

with the right mindset and by giving yourself opportunities for chance encounters.  Do something different 

today.  Speak to someone you wouldn’t normally speak to.  Go somewhere you wouldn’t normally go.   

When it comes to investing, doing well in the short-term doesn’t really tell you anything about skill 

because there is a lot of noise and risk in the short-term.  Elroy Dimson of the London Business School 

observed that “risk means more things can happen than will happen”.  The future has a range of 

possibilities and even the most reasoned and rigorous analysis of the future is far from sure to be right.  

The point is that it’s hard to know what will happen and even harder to know when it will happen.  That’s 

why forecasting is so futile. 
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“Investment success isn’t just a question of whether the investor put together the “right” portfolio, but 
also whether it encountered a beneficial environment.  Thus being successful requires a significant degree
 of luck.  No one gets it right every time.  But the skillful investor is right more often, over a long period of
 time, than an assumption of randomness would permit.” 

When it comes to investing, luck certainly plays a role which is why we must always give ourselves room 

for error and stick to a process.  For us, that means creating space in our personal balance sheet for things 

to not go our way; limiting the use of debt, maintaining generous cash balances, saving a little 
more, spending a little less.  Our investment process involves continually and relentlessly buying the

 great  companies  of  the  world  using  the  principles  of  rational  optimism  based  on  probabilities, 

patience  and discipline  to  guide  us.  That’s  what  helps  us  ignore  the  short-term  noise,  focus  on  the 

long-term and live our best life. 


