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To the man with a hammer, any problem looks like a nail. And to use this tool to solve every challenge makes the outcome

as uncertain as a football penalty shoot-out.

In trying to predict the results of the World Cup, analysts at some reputable firms have been busy with their large data sets

and computer models. Trained to analyse and manipulate information, they try to make predictions about uncertain

outcomes. So figuratively speaking they reached for their toolbox. But if the only tool available is that hammer then

inevitably they’ll only find nails.

One large well-known bank wrote a 17-page report trying to forecast the winners. They carried out 10,000 simulations and

predicted the most likely victors would be from Germany, Brazil or Spain. They went further. They declared that Germany

would have an additional 68.6% chance of coming out on top in the group stage. As we now know these forecasts were

shown the proverbial red card. Neither Germany, Brazil nor Spain made it past the quarter finals with Germany in fact

finishing bottom of their group.

Analysts at another bank raised the stakes higher and used machine learning to run 200,000 models to determine game

outcomes based on team and player qualities and traits. They then carried out 1 million different simulations and projected

a Brazil – Germany final. Wrong again.

Why did these predictions fail? For starters, they used static and backward-looking data. Things change in real time which

can’t be incorporated into these models. For instance, a goalkeeper may suffer a concussion that affects his performance,

team morale may be poor on the day or the referee after a huge domestic row could be very negative in his decision

making. In the real world there are always large dollops of randomness that can never be modelled.

Also, mathematically, because of the low scoring nature of football compared to other sports, just one goal can change the

outcome of a game. This improves the odds of the underdog and makes predictions even more difficult.

The problem with having only one tool in your toolbox means you’re limited in how you approach the problem. Big data

mining and machine learning only compounds the situation because we can now run a million simulations and make

predictions to 1 decimal place. This improves our confidence in the results but does not make them any more accurate.

So, who will win the World Cup? We at Tacit Investment Management hold our hands up. We don’t know. What we do

know of course is that it will be either France or Croatia. Sadly, for England, they’re coming home.
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