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The Man & the Lion 
 
A Lion and a Man chanced to travel in company through the forest. They soon began to quarrel, for each 
of them boasted that he and his kind were far superior to the other both in strength and mind. Now they 
reached a clearing in the forest and there stood a statue. It was a representation of Heracles in the act of 
tearing the jaws of the Nemean Lion. 
 
“See,” said the man, “that’s how strong we are! The King of Beasts is like wax in our hands!” 
 
“Ho!” laughed the Lion, “a Man made that statue. It would have been quite a different scene had a Lion 
made it!” 
 
 
 

Charlie Munger has said that one of the great risks to sound judgment and decision-making is 
what he calls “The man with a hammer syndrome.” This is a situation in which every problem looks like a 
nail because the only tool available to the man is a hammer. The parable about the man and the lion 
introducing my article has a similar message. When only having one tool in our tool chest, whether it is a 
mental model or a lack of creativity or experience to recognize multiple pattern potentials or ways in 
which we can delude ourselves, we are at a great disadvantage in life and as investors. The parable speaks 
to this. Seeing the world only from an anthropomorphic point of view, a man will only think and know 
that another man is the strongest entity on earth. This limited knowledge can literally cost him his life 
when confronting the reality of a creature such as a lion that he didn’t know existed or never observed or 
studied if he confidently engages in a fight. He will of course lose.  
 

Whether it be hubris, a lack of knowledge, or a closed mind, all can have deadly consequences. 
This lesson applies to firms like CWS that are in the business of making investment decisions involving 
many millions of dollars. It is imperative that we design the firm to create checks and balances and have 
the financial strength to counter any incentives that may exist to make poor investment decisions. Human 
beings are subjected to having terrible blind spots and this can also be the case for organizations if group 
think takes over and independent, contrary thinking is held silent, discounted, or repressed. 
 

The book currently on my nightstand, Michael Lewis’s The Undoing Project, is particularly 
apropos to the parable and Charlie Munger’s caution about the perils of having a fixed mindset and 
limited self-awareness.  The book tells the story of two Israeli psychologists, Amos Tversky and Daniel 
Kahneman, who won the Noble Prize in Economics for their studies of how people manage risk and 
uncertainty. Their pioneering work created a new field of economics and finance: Behavioral Economics 
and Behavioral Finance. Their studies importantly reveal cognitive biases, which are the innate tendencies 
of humans to behave in ways that are contrary to good judgment. As a learning organization, CWS is 
always seeking ways to improve our performance with regard to making decisions, especially decisions 
involving many millions of dollars. Our awareness and knowledge of cognitive biases are very helpful in 
order for us to make the best possible decisions for our investors.   
 

Charlie Munger has identified 25 causes of human misjudgment in a famous speech he gave in 
1995 at Harvard called “The Psychology of Misjudgment.” These were based on his own experience and 



research and also overlap nicely with the findings from Tversky and Kahneman. This is what Munger said 
prior to starting his presentation about the intersection between economics and human behavior: “And I 
came here because behavioral economics. How could economics not be behavioral? If it isn’t behavioral, 
what the hell is it? And I think it’s fairly clear that all reality has to respect all other reality. If you come to 
inconsistencies, they have to be resolved, and so if there’s anything valid in psychology, economics has to 
recognize it, and vice versa. So I think the people that are working on this fringe between economics and 
psychology are absolutely right to be there, and I think there’s been plenty wrong over the years.” 
 

I recently read an article on StockCharts.com, which does a very nice job of outlining eleven of the 
most common tendencies that are especially relevant to making financial decisions, outlined below. You 
might be surprised in realizing the part these biases have played in the past in your own decision 
processes—they most surely have at CWS after nearly 50 years in business and doing hundreds of 
transactions.  Recognizing that these biases exist when making key decisions is imperative to avoiding 
traps. Enjoy! 

 

 

(http://www.stockcharts.com/school/doku.php?id=chart_school:overview:cognitive_biases) 

http://www.stockcharts.com/school/doku.php?id=chart_school:overview:cognitive_biases
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