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Context to the nugget

In Venture Investing, several years can pass before you realize the returns on your initial investment.
Avnish talks about how investors can create a feedback loop in the interim and learn from the
journey without having to wait for that long.

Transcription
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Deepak Jayaraman (DJ): The other piece | am always curious about in investing is, somewhere, the

lead time for feedback is also long. So, how do you calibrate if you’re doing right, if you're investing
right? Let’s say, for somebody who comes in from the outside, till you have done your first exit and
you have showcased, let’s say, the cross-cycle success.

Avnish Bajaj (AB): So, there are lots of early indicators. There are enough early indicators and again,
like | said, you have to have that self-learning loop, because if you have to wait till exit or write-off
before factoring in those new learnings in your next investment. Warren Buffett, | was just reading
from this Omaha thing; it was been covered in a number of papers | mean, him and Charlie Munger.
Charlie is, | think, 93, and this guy is whatever 86 or 90. They still say they make mistakes and they
learn. And | have seen enough 28-year-olds in this business who think that they know everything and
| am not talking about Matrix because if they hear it, they will think it’s them but | have seen enough
of that. So, | think, it comes back to are you taking that learning loop?

So how do | look at it? One of the early indicators of the success of a company, again, assuming it’s a
great founder, but how do you determine whether it’s a great founder. | would say, the best people
meet or beat their commitment consistently. Now, in early stage, that doesn’t mean that you have
to hit every quarter. It’s impossible. There is an element, | would say, in life, in success, in businesses
which are more ambiguous, which is investing as well as start-ups. | don’t know if you have read this
book ‘Super Forecasting’. It's a great book. You should read it. It talks about anticipating issues and
then taking actions. And then lo and behold, everybody says, wow, this guy is such a visionary,
figured it out. But they are able to match patterns and do that. So, how does that manifest itself?
What they say will happen, happens. If they say, | am going to meet this number in this quarter, it
will happen. Now, given how hard and uncertain it is, it has to be like three or four strikes before you
are out. So, the way | see it is, a very early indicator for me in companies is, is the founder doing
what he committed he will do. And over a six-quarter timeframe, if that is generally happening, that
will be a great result. Then, | will take the feedback loop for myself saying, what | was backing in this
guy and how that is playing out. And, let’s say, if it was the other way around, then one would say,
what did | think | backed in this guy and where did | go wrong. What could | have done differently?
That’s how you have to measure yourself.
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Now there are other markers that come in. In our business, there are things like mark-ups. Now,
mark-ups matter because when other investors are looking and assuming that they are smart
investors; most of them are, by the way so if they are marking your company up, they are also seeing
something that you saw. There is a validation, because ultimately when a company has to exit, it
exits either as an IPO or an M&A. In either case, a lot of other people are seeing what you see and
you get markers of that along the way, VR mark-ups and stuff like that, which, to me, are also
indicators whether you are doing well or not.

Reflections from Deepak Jayaraman

DJ: Talking about self-learning loops. | remember reading one of Jack Welch’s books where he talks
about keeping track of the recruiting run rate. He says something to the effect of keeping track of
who said what at the time of making a hire and then after some time has elapsed, he sees how the
hire or the leader has performed and goes back to the opinions of the time of making the decision
and closes the loop on who said what and therefore who's got a better sense of judgment. Just
architecting an experiment to ensure that you track the different decisions you make and then you
sort of go back to the outcomes when they play out whether it’s six months later or two years later,
but remembering to link it back to what you thought at the time of making a decision can be such a
rich learning experience, but it’s just that when that time comes, we are so consumed by the here
and now that we forget to apply that learning loop. Thank you for listening. For more, please visit
audioboom.com and look for Play to Potential or subscribe in iTunes.

Thank you for listening. For more please visit playtopotential.com or subscribe the podcast on
ITunes, Stitcher or one of the other Podcast apps.

End of nugget transcription
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RELATED PLAYLISTS YOU MIGHT LIKE

Venture Investing: Leaders from the Venture Investing space talk about what it takes to be effective
in Investing and how effective investors provide support to the entrepreneur without intruding. They
also talk about transition pitfalls when people come into this industry from other domains like
Consulting and Investment Banking. You can access the playlist here.

Excellence: Learn how individuals from across disciplines have pushed themselves to move to the
very top of their field and profession. As we move towards a flattening world with a leveling of the
playing field, there is a high risk of being commoditized if we do not strive towards excellence. You
can access the playlist here.

SIGN UP TO OUR COMMUNICATION
Podcast Newsletter: Join 1000s of leaders who benefit from the Podcast newsletter. Not more than

1-2 emails a month including keeping you posted on the new content that comes up at the podcast.
High on signal, low on noise. Sign up for the podcast newsletter here.
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where we share 2-3 nuggets a week from the Podcast archives to provoke reflection. If that is of
interest, please click here and send a message stating “INTERESTED”. Do also add this number to
your Phone Contacts so that we can broadcast our messages to you when we share a nugget.
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Avnish Bajaj - Nuggets

e 10.00 Avnish Bajaj - The Full Conversation

e 10.01 Avnish Bajaj - Goldman Sachs versus McKinsey

e 10.02 Avnish Bajaj - Starting Baazee.com

e 10.03 Avnish Bajaj - Entrepreneurial resilience

e 10.04 Avnish Bajaj - Taking stock of life after Baazee sale

e 10.05 Avnish Bajaj - Venture investing — Supporting without intruding
e 10.06 Avnish Bajaj - Misconceptions around venture investing
e 10.07 Avnish Bajaj - Sharpening investing skills

e 10.08 Avnish Bajaj - Evolving as a leader

e 10.09 Avnish Bajaj - Backing the best founders

e 10.10 Avnish Bajaj - Harsh realities of entrepreneurship

e 10.11 Avnish Bajaj - What they don’t teach you at HBS

About Deepak Jayaraman

Deepak seeks to unlock human potential of senior executive’s / leadership teams by working with
them as an Executive Coach / Sounding Board / Transition Advisor. You can know more about his
work here.

Disclaimer and clarification of intent behind the transcripts

This written transcript of the conversation is being made available to make it easier for some people
to digest the content in the podcast. Several listeners felt that the written format would be helpful.
This may not make sense as an independent document. Very often spoken word does not
necessarily read well. Several of the guests have published books and the language in their books
might be quite different from the way they speak. We request the readers to appreciate that this
transcript is being offered as a service to derive greater value from the podcast content. We request
you not to apply journalistic standards to this document.

This document is a transcription obtained through a third party/voice recognition software. There is
no claim to accuracy on the content provided in this document, and occasional divergence from the
audio file are to be expected. As a transcription, this is not a legal document in itself, and should not
be considered binding to advice intelligence, but merely a convenience for reference.

The tags that are used to organize the nuggets in the podcast are evolving and work in progress. You
might find that there could be a discrepancy between the nuggets as referenced here and in the
actual podcast given this is a static document.
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