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 The Black Swan, 2nd Edition, Nassim Nicholas Talib (2010) 
 

 A Black Swan is an event with 3 attributes: it is an 
outlier, as it lies outside the realm of regular expectation. It 
carries extreme impact. In spite of its outlier status, human 
nature makes us concoct explanations for its occurrence after 
the fact--the triplet: rarity, extreme impact, and retrospective 
(though not prospective) predictability. A small number of 
Black Swans explain almost everything in our world, from the 
success of ideas and religions, to the dynamics of historical 
events, to elements of our own personal lives.  
 This combination of low predictability and large im-
pact makes the Black Swan a great puzzle. We tend to act as if 
it does not exist! Almost all “social scientists” have, for over a 
century, operated under the false belief that their tools could 
measure uncertainty. If you asked your portfolio manager for 
his definition of “risk,” odds are that he will supply you with a 
measure that excludes the possibility of the Black Swan—
hence one that has no better predictive value for assessing  
total risks than astrology. 
 You’ll see why reading the newspaper may actually 
decrease your knowledge of the world—with the toxicity of 
too much information. Life is the cumulative effect of a hand-
ful of significant shocks. From your own experience, count the 
significant events, the technological changes, and the inven-
tions that have taken place since you were born and compare 
them to what was expected before their advent. Black Swan 
logic makes what you don’t know far more relevant than what 
you do know.  
 What is surprising is not the magnitude of our fore-
cast errors, but our absence of awareness of it. Certain profes-
sionals, while believing they are experts, are in fact not. Based 
on their empirical record, they do not know more about their 
subject matter than the general population, but they are much 
better at narrating. They are also more likely to wear a tie.  
 There are so many things we can do if we focus on 
antiknowledge, or what we do not know. You can set yourself 
up to collect serendipitous Black Swans (of the positive kind) 
by maximizing your exposure to them. The reason free mar-
kets work is because they allow people to be lucky, thanks to 
aggressive trial and error, not by giving rewards or “incen-
tives” for skill. The strategy is, then, to tinker as much as pos-
sible and try to collect as many Black Swan opportunities as 
you can.  
 The story of the Maginot Line shows how we are 
conditioned to be specific. The problem lies in the structure of 
our minds: we don’t learn rules, just facts, and only facts. It is 
my agenda both to stand conventional wisdom on its head and 
to show how inapplicable it is to our modern, complex, and 
increasingly recursive environment.   

 The Platonic fold is the explosive boundary where 
the Platonic mind-set contacts messy reality, where the gap 
between what you know and what you think you know be-
comes dangerously wide. It is here that the Black Swan is pro-
duced.  
 People in the classroom, not having faced many true 
situations of decision making under uncertainty, don’t realize 
what’s important and what’s not—even those who are scholars 
of uncertainty (particularly those who are scholars of uncer-
tainty). Metaphors and stories are far more potent than ideas; 
they are also easier to remember and more fun to read. Ideas 
come and go; stories stay.  
 For more than a millennium the eastern Mediterrane-
an seaboard called Syria Libanensis had been able to accom-
modate at least a dozen different sects, ethnicities, and be-
liefs—like magic. Levantines had been granted Roman citi-
zenship, which allowed Saint Paul, a Syrian, to travel freely 
through the ancient world. History is opaque. You tend to see 
what comes out, not the script that produces events, the gener-
ator of history.  
 The mind suffers from what I call the triplet of opaci-
ty. There are: the illusion of understanding, or how everyone 
thinks he knows what is going on in a world that is more com-
plex than they realize; the retrospective distortion, or how we 
can assess matters only after the fact, as if they were in a rear-
view mirror; and the over evaluation of factual information 
and the handicap of authoritative and learned people, particu-
larly when they create categories. As a child, I was constantly 
told by adults that the Lebanese war, which ended up lasting 
17 years, was going to end in “only a matter of days.” This 
duration blindness in middle-aged exiles is a widespread dis-
ease. They seemed to have become prisoners of their memory 
of idyllic origin. The dynamics of the Lebanese conflict had 
been patently unpredictable, yet people’s reasoning as they 
examined the events showed a constant: almost all those who 
cared seemed convinced that they understood what was going 
on. Every day brought events that lay completely outside their 
forecast, but they could not figure out that they had not fore-
cast them. Much of what took place would have been deemed 
completely crazy with respect to the past. Yet it did not seem 
that crazy after the events. This retrospective plausibility 
causes a discounting of the rarity and conceivability of the 
event. I later saw the same illusion of understanding in busi-
ness success and the financial markets.    
 Our minds are wonderful explanation machines, ca-
pable of making sense out of almost anything, capable of 
mounting explanations for all manner of phenomena, and gen-
erally incapable of accepting the idea of unpredictability. 



2 

 

 I watched my grandfather, who was minister of de-
fense, and later minister of the interior and deputy prime min-
ister in the early days of the war.  I noticed that very intelli-
gent and informed persons were at no advantage over cabdriv-
ers in their predictions, but there was a crucial difference. 
Cabdrivers did not believe that they understood as much as 
learned people. Categorizing is necessary for humans, but it 
becomes pathological when the category is seen as definitive, 
preventing people from considering the fuzziness of bounda-
ries, let alone revising their categories. Categorizing always 
produces reduction in true complexity. I was later struck that 
financial distress could be more demoralizing than war.  
 I developed a strange specialty: betting on rare and 
unexpected events [the only one who predicted the 2008 crisis 
and bet on it with his own money], those that were on the Pla-
tonic fold, and considered “inconceivable” by the Platonic 
experts. Epistemology is the philosophy of history. Statistics 
aim at understanding truths, investigating the mechanisms that 
generate them, and separating regularity from the coincidental 
in historical matters.  
 In Extremistan, inequalities are such that one single 
observation can disproportionately impact the aggregate, or 
the total. Mediocristan is where we must endure the tyranny of 
the collective, the routine, the obvious, and the predicted. Ex-
tremistan is where we are subjected to the tyranny of the sin-
gular, the accidental, the unseen, and the unpredicted. Ex-
tremistan is where most Black Swan action is. 
 Making a naïve observation of the past as something 
definitive or representative of the future is the cause of our 
inability to understand the Black Swan. In general, positive 
Black Swans take time to show their effect while negative 
ones happened quickly—it is much easier and faster to destroy 
than to build.   
 Cognitive scientists have studied our natural tenden-
cy to look for corroboration; they call this error the confirma-
tion bias. To test a rule, look at instances where it works, or 
indirectly, by focusing on where it does not work. Disconfirm-
ing instances are far more powerful in establishing truth.  
 The effects of causal links are more prevalent in the 
human mind than in reality. One colleague told me, “Had you 
grown up in a Protestant society where people are told that 
efforts are linked to rewards and individual responsibility is 
emphasized, you would never have seen the world in such a 
manner. You were able to see luck and separate cause and 
effect because of your Eastern Orthodox Mediterranean herit-
age.”  
 We are better at explaining than understanding. Pat-
tern perception increases with the concentration in the brain of 
the chemical dopamine. Some aspects of what we call 
“knowledge” (what I call narrative) are an ailment. The same 

condition that makes us simplify, pushes us to think that the 
world is less random than it actually is. And the Black Swan is 
what we leave out of simplification. Our tendency to per-
ceive—to impose—narrativity and causality are symptoms of 
the same disease—dimension reduction. Moreover, like cau-
sality, narrativity has a chronological dimension and leads to 
the perception of the flow of time. Narrativity can viciously 
affect the remembrance of past events as follows: we tend to 
more easily remember those facts from our past that fit a nar-
rative, while we neglect others that do not appear to play a 
causal role in that narrative.  
 The problem of overcausation does not lie with jour-
nalists as much as with the public. We should check more 
thoroughly whether the story provides consequential distortion 
of reality. Newspapers try to get impeccable facts, but weave 
them into a narrative in such a way as to convey the impres-
sion of causality (and knowledge).  
 There are 2 varieties of rare events: a) the narrated 
Black Swans, those that are present in the current discourse 
and that you are likely to hear about on television, and b) those 
nobody talks about, since they escape models—those that you 
would feel ashamed to discuss in public because they do not 
seem plausible. The incidences of Black Swans would be 
overestimated in the first case, but severely underestimated in 
the second. Lottery buyers overestimate their chance of win-
ning because they visualize such a potent payoff. Insurance 
patterns neglect highly improbable events in people’s insur-
ance purchases. They call it the “preference for insuring 
against probable small losses”—at the expense of the less 
probable but large impact ones.  
 The round-trip error is our tendency to confuse “no 
evidence of Black Swans” with “evidence of no Black 
Swans.” To avoid the ills of the narrative fallacy, favor exper-
imentation over storytelling, experience over history, and clin-
ical knowledge over theories. Two internal mechanisms be-
hind our blindness to Black Swans are the confirmation bias 
and the narrative fallacy.  
 People will believe anything you say provided you 
don’t exhibit the slightest doubt. The worst thing to do when 
dealing with uncertainty is to “focus,” which makes you a 
sucker. It translates into prediction problems. Knowledge has 
the remarkable power of producing confidence instead of apti-
tude. As our knowledge grows, it is threatened by increase in 
confidence, and in conceit. The more information you give 
someone, the more hypotheses they will formulate, and the 
worse off they will be. They see more random noise and mis-
take it for information. The problem is that our ideas are 
sticky: once we produce a theory, we are not likely to change 
our minds—so those who delay developing their theories are 
better off. Confirmation bias and belief perseverance, the ten-
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dency not to reverse opinions you already have, are at play 
here. Listening to the news every hour is far worse for you 
than reading a weekly magazine, because the longer interval 
allows information to be filtered.  
 Out of nearly a million papers published in politics, 
finance, and economic, there have been very few checks on 
their predictive quality. Forecasting by bureaucrats tends to be 
used for anxiety relief rather than policy making. Another fal-
lacy, and perhaps the gravest, misunderstands the random 
character of the variable being forecast. Not only have fore-
casters failed dismally to foresee drastic changes brought 
about by unpredictable discoveries, but incremental change 
has proven slower than forecasters expected. When a new 
technology emerges, we either grossly underestimate or se-
verely overestimate its importance. After the first moon land-
ing, Pan Am took advance bookings for round-trips between 
earth and the moon. The company failed to foresee that it 
would be out of business not long after.  
 “Fat tails” is a technical term for Black Swans. Soft 
historical sciences (social sciences) are narrative dependent. 
The riddle of induction is a version of the narrative fallacy—
you face an infinity of “stories” that explain what you have 
seen. Autistic subjects, regardless of their intelligence exhibit 
an inability to comprehend uncertainty. Just as autism is called 
“mind blindness,” this inability to think dynamically, to posi-
tion oneself with respect to a future observes, we should call 
“future blindness.” Psychologist have studied this mispredic-
tion of both pleasant and unpleasant events. We overestimate 
the effects of both on our lives. The point is not so much that 
we tend to mispredict our future happiness, but rather that we 
do not learn recursively from past experiences. Not only do we 
do not know the future, we do not know much of the past ei-
ther.  
 History is useful for the thrill of knowing the past and 
for the narrative, provided it remains a harmless narrative. It is 
not meant to help in the future without some caution. We can 
get negative confirmation from history, which is invaluable, 
but we get plenty of illusions of knowledge along with it. To 
preserve a memory of the deeds of the Greeks and barbarians 
is to give a cause to their fighting one another.  
 The impulse on the part of the military is to devote 
resources to predicting the next problem. The best thinkers 
advocate investing in preparedness, not in prediction. On a 
personal level, work hard, not in grunt work, but in chasing 
opportunities and maximizing exposure to them. This makes 
living in big cities invaluable because you increase the odds of 
serendipitous encounters—you gain expose to the envelope of 
serendipity. Diplomats understand that very well: causal 
chance discussions at cocktail parties often lead to big break-

throughs—not correspondence or telephone conversations. Go 
to parties! 
 What you see is likely to be less Black Swanish than 
what you don’t see. Nearly everyone who works with data but 
doesn’t make decisions on the basis of it tends to be guilty of a 
variation of the narrative fallacy. In the absence of a feedback 
process you look at models and think they confirm reality. 
Some Black Swans arise because we ignore sources of ran-
domness. Others arise when we overestimate the fractal expo-
nent. A gray swan concerns modelable extreme events; a black 
swan is about unknown unknowns. 
 People’s minds are domain-dependent, so they can 
exercise critical thinking at a conference while not doing so in 
the office. It is contagion that determines the fate of a theory 
in social science, not its validity.   
 Borrowing makes you more vulnerable to forecast 
errors. The same journalists, economists, and political experts 
who did not see the 2008 crisis coming provided abundant ex-
post analyses about its inevitability.  
 Living organisms (whether the human body or the 
economy) need variability and randomness. What’s more they 
need the Extremistan type of variability, certain extreme 
stressors. Otherwise they become fragile. Hunger (or episodic 
energy deficit) strengthens the body and the immune system 
and helps rejuvenate brain cells, weaken cancer cells, and pre-
vent diabetes. We can lower over 90% of Black Swan risks in 
economic life by eliminating speculative debt.  
 The Black Swan is the very first attempt in the histo-
ry of thought to provide a map of where we get hurt by what 
we don’t know. Mathematically equivalent statements are not 
psychologically so. The way risk is framed sharply influences 
people’s understanding of it. It is much sounder to take risks 
you can measure than to measure the risks you are taking. 
Bankers get rich (on short term loans) in spite of long-term 
negative returns. Do not confuse absence of volatility with 
absence of risk. In France in the 1980s the socialists took over 
the banks. In the US in the 2000s, the banks took over the 
government. 
 Bonuses don’t accommodate the hidden risks of 
blowups. It is the asymmetry of the bonus system that got us 
into the 2008 crisis--no incentives without disincentives. Capi-
talism is about rewards and punishments, not just rewards. 
Complexity from globalization and highly networked econom-
ic life need to be countered by simplicity in financial products.  
 Let us move voluntarily into a robust economy by 
helping what needs to be broken to break on its own, convert-
ing debt into equity, banning leveraged buyouts, putting bank-
ers where they belong, and teaching people to navigate a 
world with fewer certainties. Then we will see an economic 
life closer to our biological environment: smaller firms, a rich-
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er ecology, no speculative leverage--a world in which entre-
preneurs, not bankers, take the risks. 
 
[Talib was the only one who predicted the 2008 crisis and bet 
on it with his own money. Categorizing always produces re-
duction in complexity. Metaphors and stories are far more 
potent than ideas; they are also easier to remember and more 
fun to read. Ideas come and go; stories stay. We are better at 
explaining than understanding. Narrativity can viciously affect 
the remembrance of past events as follows: we tend to more 
easily remember those facts from our past that fit a narrative. 
To avoid the ills of the narrative fallacy, favor experimenta-
tion over storytelling, experience over history, and clinical 
knowledge over theories. It is the asymmetry of the bonus 
system that got us into the 2008 crisis--no incentives without 
disincentives. Capitalism is about rewards and punishments, 
not just rewards.] 


