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Context to the nugget

Amit discusses how people get better at judgment calls over time. In an industry where the lead
time to feedback is long, this is a significant differentiator over the long-term. He also discusses how,
in order to drive disproportionate returns, it is critical to walk the tight-rope between seeking all the
inputs required for a decision but at the same time have the courage of conviction to stick your neck
out to avoid a consensus evaluation.

Transcription
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Deepak Jayaraman (DJ): One element | am curious about is this notion of judgment, business
judgment is sort of a fuzzy term but in investing given your experience how do you build good
judgment? What'’s been your learning cycle in getting better at judgment?

Amit Chandra (AC): | don’t know whether | can give you a three bullet point answer to this question
because at the end of the day this is about something that you get a sense and feel of, when you get
into situations and you asses and overlaid of people you interacting with and the framework in
which that situation exist because the fact is sometimes even the same set of people in two different
situations you could have very different outcomes but | think my own sense is that when you are
actually going and assessing investments, what you have to do and | think what you do get better
with in terms of overtime is you start probably using inputs in a better way and | think where | look
back | had areas where we have gone wrong versus right, | think what we have got better at is using
external inputs in a more thoughtful way to make the same judgment calls now | can also tell you
that sometimes there have been certain judgment call that we have made which the inputs that we
have got would have told us never make these calls but yet the judgment we made was to go ahead
and those call have been landed up being awesome | won’t name the situations but they were
actually been great calls because actually in this market consensus drives you to consensus
evaluation and to make disproportionate returns sometimes you have to go against the grain and
that is what great judgments calls can often be about, so sometimes that is what great judgment is
about but we never the less what we got better at is actually getting those inputs in and then in a
very thoughtful manner making those judgment calls so | have overtime started getting more better
and better at getting external inputs and the one area that we definitely never override is inputs
relating to integrity character because | think that is where we look back where maximum mistakes
suddenly got made in the industry per se. it’s when calls have got made despite issues relating to
that.

DJ: Back to the theme about apprenticeship and a learning curve of a professionals in this industry, if

you look at industry as a whole and look at people who have really driven themselves towards
excellence are there some patterns around how they have manage to scale up? | am not looking for
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a process or a three bullet answer but | am curious about how does one ramp up the learning in an
investing context?

AC: What you do, which is what we do is you relentlessly analyse the results of your own action and
the results of other are, and so we do that endlessly and then you tend to see whether that analysis
is teaching you something so we try to do as much of that as possible, you don’t force yourself to
conclude, sometimes people just force learnings from staff and but often that data does throw up
interesting set of learnings so we tend to do a lot of that

DJ: and is that collective reflection or individual reflection?

AC: Well that'’s collective, we believe a lot in collective learning we tend to function a lot as a group
we believe a lot in in the group challenging itself and in having a counter point of view in seeing what
a group can throw up as an outcome and so we tend to do these things as a group.

Reflections from Deepak Jayaraman

DJ: This piece reminds of my days from EgonZehnder where there was significant emphasis on
seeking data from the right sources before making a judgment call on a CEO hire. Candidates often
give you a list of people to talk to. But you really want to talk to the people that you know well who
happen to have a nuanced insight on the leader in question. It is such a simple step but most people
don’t seek that data.

This also reminds of my chat with Venture Investor — Avnish Bajaj (AB). He is an investor at Matrix
Partners and has been a banker at Goldman Sachs and an entrepreneur at Bazee.com before he sold
it to Ebay and got into Investing. When | asked him about how he built the judgment muscle in his
trade, here is what he said.

AB: “you have to have that self-learning loop because if you have to wait till exit or right off before
factoring those new learnings in your next investment, Warren Buffett | was just reading from this
soma thing it was been covered in the number of papers | mean he man Charlie, Charlie is | think 93
and this guy is whatever 86 or 90 they still say they makes mistakes and they love and | have seen
enough 28 years old in this business who think they know everything, and | am not talking about the
Matrix because if they hear it they will think it's them but | have seen enough of that, so | think it’s
come back to are you taking that learning loop? So how do I look at it? One of the early indicators of
the success of a company again as you mink it’s a great founder, but how do you determine whether
it’s a great founder? Is | 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 but the best guys is
that we have backed, there is an element | would say in life, in success, in businesses which are more
ambiguous, which is investing as well as start-ups of | 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 kind of
taking actions and then low and beyond everybody says wow this guy is such a visionary, figured it
out, but they are able to match patterns and do that”

DJ: | read the book Super-forecasting subsequently and the book talks about the metaphor of a
dragon fly which is able to look at an object through multiple prisms. The book says that people
whose beliefs are in perpetual beta and amenable to change based on data do a much better job of
predicting the future than people who are off the charts intelligent but might be rigid in their world
view.
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| guess each business context is unique but the key question is what is the nature of the feedback
loop or learning loop you want to set for yourself to improve your judgment capability over time.

Thank you for listening. If you are new to the podcast and want to get a sense of the nature of
content that is covered, you might want to go to YouTube and type “PlaytoPotential Highlights from
2017”. | have tried to capture the key takeaways from my various conversations last year with
leaders across disciplines. From people such as Zia Mody, Nandan Nilekani, Viswanathan Anand,
Vijay Amritraj, Amish Tripathi, Vinita Bali and the like. For more, please visit playtopotential.com
where the content is organized by nuggets and they are tagged by themes so that you could get
perspectives from multiple individuals on a topic that you care about. If you want to listen offline say
during a car ride home or during airplane travel, you could also access the Podcast on iTunes,
Stitcher, Saavn and several other podcast apps but that may not give you the flexibility to navigate
across speakers by theme. If you find the content purposeful, please go to iTunes, rate the show and
share a review. It will help others discover it.

End of nugget transcription
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Nugget from Avnish Bajaj that is referenced: Sharpening investing skills.

RELATED PLAYLISTS YOU MIGHT LIKE

Judgment: Judgment is a key trait that differentiates the great leaders from the average ones. How
do you make decisions and exercise choices in a world full of options and grey areas with multiple
stakeholders around you. In addition, the playlist has nuggets that discuss how one creates a climate
for the people around you to exercise good judgment. 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.

Nuggets on Whatsapp: We also have a el 1SRN EYLETo o Mo [E g1 o U1 lo] W= (Lo T N E=h 130 U By i 1)

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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Amit Chandra - Nuggets

e 27.00 Amit Chandra - The Full Conversation
e 27.01 Amit Chandra - Early formative years
e 27.02 Amit Chandra - Joining an Indian I-Bank after a US MBA
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e 27.03 Amit Chandra - Factors behind the rise at DSP Merrill Lynch

e 27.04 Amit Chandra - Decoding mentorship

e 27.05 Amit Chandra - Transitioning from Banking to PE

e 27.06 Amit Chandra - Apprenticeship - the magic sauce in Private Equity
e 27.07 Amit Chandra - Building better business judgment

e 27.08 Amit Chandra - Institution building - Leading Type As

e 27.09 Amit Chandra - Moving to a 50% model at Bain Capital

e 27.10 Amit Chandra - Being Strategic about Philanthropy

e 27.11 Amit Chandra - In summary - Playing to Potential

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.

All rights reserved. No part of this document may be reproduced or transmitted in any form or by
any means, or stored in any retrieval system of any nature without prior written permission.
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