
 
 

 

Seeking out the verified 

It was 7 o’clock and I was hungry.  I was in Boston for a conference and was unfamiliar with the dining options in and 
around the hotel.  The concierge offered a few restaurant suggestions, but said he had never eaten at any of them.  I 
searched online to see which establishments in the area had good ratings, but they all seemed to have as many low 
evaluations as high ones.  I asked a local couple which restaurants were their favourite and they got into a shouting match 
over who was correct.  I had read on the plane about a nearby pizza spot, but was Boston known for pizza?  Shouldn’t I 
instead look for something Boston is famous for, like seafood?  I was utterly perplexed and unable to make a decision so I 
walked outside for some fresh air.   

I asked myself, “Of all my favourite restaurants was there a characteristic they all shared?”  Were they the most 
recommended by hotels; likely not.  Were they the most highly rated online; no, typically rating sites have lots of 
conflicting opinions.  Were they the most recommended by friends; hard to tell.  Were they typically the most heavily 
advertised; I don’t think so. 

Then I remembered famed philosopher Yogi Berra’s response many years ago when asked if he wished to have dinner at 
a particular New York restaurant. He replied, “Nobody goes there anymore, it’s too crowded.”  That was it! I would look for 
the busiest restaurant in the area and go there.  And so I did, and the meal was fantastic.  Since that day, whenever I am 
in a new city, I simply ask which restaurant is the busiest and I have yet to be disappointed. 

We live in an increasingly frenzied world and trying to cut through information overload is difficult.  Generally, there are 
three levels of information available on any topic.  First, there is a tremendous amount of ‘noise’ or information which at 
first glance seems relevant.  At the second level, there is a small subset of this noise which has some actual importance 
and provides some insight.  Last, there is a tiny subset of information that is actually useful.  The ratio of 
unimportant/misleading data to actually useful information is extremely high.  I recently attended a lecture by behavioral 
scientist Carl Richards who graphed this problem as follows: 

 

 

 

 

 

 

The 2016 investment year got off to a rocky start.  In fact, global markets have experienced the worst start to a year in 
decades as many of the narratives stated above came to the forefront of investors’ minds.  However, the second half of 
the quarter saw a significant rebound as cooler heads prevailed.  But what if we take a step back from all of headlines and 
think about the investing world from a less complicated perspective.  What if we thought about the investment 
environment in the same manner as picking a good restaurant to eat at when in an unfamiliar location? 

A full restaurant does not require opinions or predictions.  Busyness is tangible proof that it has already been successful.  
Busyness has a predictive power most other data points do not possess.  Concierges may not eat near their hotels very 
often, online referrals are subject to negativity biases and another individual’s dietary preferences may not align with 
yours.  But with a busy restaurant, ‘the proof is in the pudding’.  They are busy because they have been proven worthy.    
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This problem exists in the world of investing as well.  At any given 
moment, there are an overwhelming number of narratives which 
compete for our attention.  Thinking of the last 12 months we can easily 
recall some of these storylines:  a slowing Chinese economy, collapsing 
oil prices, persistently low interest rates, European refugee crisis, 
political upheaval and terrorist attacks.  All of these stories are 
captivating and all of them are important for a variety of reasons.  From 
an investment perspective however, it is critical to distill this information 
and separate out the small fraction that is actually useful.  This small 
fraction is the only part that requires action. 



 
 

The financial concept which is similar in importance to the busyness of a restaurant is the busyness of an economy.  
When thinking about investing, it is more helpful to simply look at the busyness of the economy rather than trying to 
predict the outcome of macro narratives (a slowing Chinese economy, the impact of the European refugee crisis and 
political upheaval).  Generally, a busy economy means it is in good health and will be able to survive the noisy issue du 
jour.   

When measuring the busyness of the economy we want to focus on three themes: the busyness of workers, the busyness 
of manufacturing and the busyness of banking.  These three data points are critical in determining economic strength or 
lack thereof.  Let’s quickly review the health of these three measures in the biggest and most important economy in the 
world, the USA. 

• Busyness of workers; measured by the number of jobless claims, which is a weekly report from the US Department 
of Labor that tracks the number of people filing for unemployment benefits.  This is important because if the economy 
is deteriorating, people are going to lose their jobs.  Currently, jobless claims are at their lowest level since 1973.   

• Busyness of manufacturing; measured by ISM manufacturing surveys, which are monthly reports based on five 
indicators: new orders, inventory levels, production, supplier deliveries and employment. This is important because 
these surveys make it easy to tell which way the economy is moving.  Once a month manufacturers are asked to state 
whether their operations are a) improving, b) declining or c) the same. The responses are aggregated and produce a 
single rating. Manufacturers like to see a reading above 50, which means the economy is improving.  Currently, this 
rating is 51.8 which means manufacturing is expanding at a moderate pace. 
 

• Busyness of banking; measured by the Senior Loan Officer Opinion Survey on Bank Lending Practices, which is a 
quarterly survey completed by 70 American banks and 20 foreign branches operating in the United States. The survey 
gathers opinions on supply and demand for loans from businesses and individuals.  This is important because banks 
are on the front line of the economy.  They are uniquely knowledgeable about their customer’s appetite for using 
leverage to expand their consumption.  Currently, banks are seeing consistent demand for loans and are lending at 
healthy levels. 

 

While the economy in 2016 is not as busy as it has been over the past few years, it is still expanding.  It is in an expanding 
economy that investment opportunities are most stable.  We can avoid needing to figure out the various complex 
narratives that present themselves daily as long as we focus on the stuff that might actually be useful.  Currently, the 
economic restaurant is reasonably full.  When signs begin to emerge that show it is likely to slow down considerably, it will 
be time to take a more defensive action. 

 

 

Your happy to wait for a table investment advisor,    
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