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An interesting recent book by 
Mearsheimer and Rosato (2023) deals 
with the decision-making problem 

of governments in foreign policy. The topic 
of course is very timely and even though fo-
cussed on foreign policy, it is also of fore-
most interest for governmental decision 
making in general, especially given the in-
crease in uncertainty in today’s world.  
 
As highlighted by the authors, the world in which 
States operate is mostly characterized by uncertainty 
and international politics is thus, by essence, an infor-
mation-deficient enterprise. The process through 
which governmental decisions are taken, typically 
involves elements of individual as well as collective 
rationality. The first step involves the creation of 
beliefs formalized as theories which are credible. The 
second step implies the aggregation of those different 
theories (beliefs) into a consistent decision. Note that 
for democracies to work efficiently the diversity of 
theories (beliefs), provided they are consistent with 
reality, is of highest importance.  
 
According to Mearsheimer and Rosato, strategic ra-
tionality implies that States are rational if their policies 
are formed through a combination of credible theo-
ries and a deliberative decision-making process. The 
different decision makers first construct their credible 
theories based on the information at hand, which is 
by principle subject to uncertainty. At the collective 
level, different decision makers’ credible theories 
have to be aggregated to come up with the most 
adapted decision, taking into account the degree of 
uncertainty of the information.  
 
The diversity of credible theories and the aggregation 
process are thus of foremost importance. The degree 
of uncertainty is very important as it conditions the set 
of possible beliefs (theories) that can be “learned” over 
time. The typical learning process is through past 
statistics but this is not the only approach. For instance, 
elicitation techniques might be more adapted. More 
fundamentally, a model is a mathematical expression 
that enables a decision maker to put probabilities on 
possible future outcomes. In many cases, the proba-
bilities cannot be determined exactly and the decision 

maker faces uncertainty. Economic Theory has de-
veloped different approaches to treat such kinds of 
problems. The first is the as if approach which uses 
mathematical models to formalize decisions evacu-
ating all questions about the mental processes in-
volved. The standard model is the Expected Utility 
model. The second, psychological approaches put 
more emphasis on the eventual biases political deci-
sion makers are subject to, one of the most accepted 
theories being Prospect Theory popularized by Kah-
neman (2013). Other mental shortcuts and heuristics 
are well-documented in the literature and the con-
clusion of those studies is that decision-makers and 
States are non-rational. A more recent academic 
framework is provided in Wakker (2010). Note that 
those theories hardly say anything about mental pro-
cesses that are involved, a topic that was addressed 
in an earlier article in these Agefi pages in June 2023.  
 
In reality, for most public decision-making problems, 
especially when international relations are involved, 
the complexity of the environment is such that it is 
impossible to identify all the possible outcomes and 
interactions to form probabilities and utilities. Inter-
estingly, such kinds of decision making problems are 
addressed by a recently developing literature in De-
cision Theory based on Savage’s (1972) concept of 
Small versus Large World in Statistical Decision Mak-
ing. Savage in his fundamental Foundations of Statis-
tics defines a Small World problem as a situation where 
outcomes that can occur are such that they provide 
“a description of the world, leaving no relevant as-
pect undescribed”.  
 
This concept applies to problems where the possible 
“states of uncertainty” are easy to describe and for-
malize. Most “constructed” and controlled experi-
ments are typically Small World problems as the 
outcomes that can occur (for the result of a mathemat-
ically formalized random process, for instance) can be 
easily described. This is not the case, however, for 
complex real world decisions where the possible out-
comes of interest that can occur, cannot be fully de-
scribed. Those are the famous “Unknown 
Unknowns” stated by Rumsfeld in 2002, a phe-
nomenon which is known in the literature in Statistical 
Decision Theory as Large World problems. Such Large 
World problems have recently been taken up again by 

the economic literature. Gilboa, Samuelson and 
Schmeidler (2022) analyse the statistical learning pro-
cess and the disagreements it might lead to.  
 
This implies that there is typically a lot of uncertainty 
about models even with the involvement of so-called 
sophisticated Econometric techniques. Especially, re-
cent developments in Statistical Decision Making and 
Decision Theory acknowledge and address those is-
sues, which are very often veiled behind so-called so-
phisticated tests. A main reference and survey on how 
to treat model uncertainty is provided in Marinacci 
(2015). More recently Cerreia–Vioglioa (2022) analyse 
decision making in the face of model misspecification 
implying uncertainty. Gilboa’s (2009) book is also an 
interesting reference on those topics.  
 
If we consider governmental decisions, the point is 
that the production of credible theories, thus eco-
nomic models, is in most complex cases dependent 
on the statistical modellers’ assumptions and decision 
criteria. Moreover politically tainted statistical deci-
sion makers might be tempted to choose the model 
that fits best with their political beliefs. Given the role 
of statistics in democratic processes this might lead to 
biased decisions and eventually even to biased elec-
tions. It is interesting to note that the concept of Open 
Society promoted by Karl Popper (1945), which inci-
dentally seems often misused by some post-mod-
ernists in todays’ world (Pluckrose and Lindsay 
(2021)), addresses those kind of issues. The concept 
of Open Society rests on competition of ideas and 
thus the existence of multiple theories.  
 
Unfortunately, the concept seems to have been “hi-
jacked” by political forces whose historicist visions of 
society are not really in line with Karl Popper’s cri-
tiques of Historicism. Democracies and Open Soci-
eties, to work effectively, need competition of ideas 
and theories. The statistical modelling and data cre-
ation are thus of foremost importance. Incidentally, 
Popper is also a main reference in Epistemology 
through his famous Logic of Scientific Discovery and 
the founder of the concept of Black Swans (Popper 
(1959). The fundamental original idea in Popper’s 
work being that theories can only be rejected but never 
accepted, described by the metaphor that if you see 
infinitely many white swans you can claim that they 

are all white, but if find one black swan you can reject 
the assumption that they are all white.  
 
To conclude, the production of statistics as well as the 
model building process are of foremost importance 
for the efficient functioning of democracies and the 
temptations for the manipulation are of course strong. 
Guriev and Treisman (2019) analyse how what they 
call “informational autocrats” manipulate information 
to convey a fake reputation of competence. Often the 
focus is on so-called non-democracies but we should 
never forget that so-called Western liberal democracies 
might not be immune against such practices that have 
to be audited and monitored. As Winston Churchill 
supposedly remarked (it is not clear whether he actu-
ally said that) “I onlyl believe in statistics that I doc-
tored myself”. Beware of those that tell you that there 
are so-called objective statistics and if they believe it 
themselves, it is even more worrisome!  
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On Statistics, Rationality and Governmental Decision Making

Karim Boussetta, please introduce yourself 
in a few words 
 
I run the French and BeNeLux Sales orga-
nization for Moonfare I am based in Paris. 
Before joining Moonfare in February 2022, 
I worked at Goldman Sachs in London and 
at PIMCO where I focused on UK and Irish 
clients as well as the consultant relations 
group. I have an undergraduate degree in 
Political Science from SOAS, a master’s de-
gree in Security studies from the University 
College London (UCL), and an MBA 
from INSEAD. 
 
Introduce us to Moonfare. 
How did the company start? 
 
Moonfare is a digital platform 
founded in 2016 leading a new era 
of Private Equity investing. We en-
able our investor community to ac-
cess expert knowledge and bite-sized, 
Private Equity investments. We exist to in-
spire better investments and open the door 
to higher returns for more people. Moonfare’s dig-
ital platform is easy to use and secure, allowing in-
vestors to manage their investments wherever they 
are. Everything is done on the platform - from ac-
cessing fund information, KYC, client onboarding 
to digital reporting. Such work is normally done 
manually at banks. By streamlining the process 
using technology, it allows Moonfare to offer funds 
at a lower cost and ticket size and with a better in-
vestment experience.  
 
Investors seek to diversify their portfolios and realise 
the potential for higher returns. However, individual 
investors continue to be significantly under-exposed 
to these private strategies, as access has been limited 
by high minimum investment requirements, regula-
tory restrictions, and administrative burdens. Moon-
fare makes it possible for qualified individual 
investors to invest directly in top-tier private equity 
and venture capital funds at low minimums via a fast 
and easy-to-use digital experience.  
 
Our team of industry insiders and experts makes 
sure that we meet every investor with a commitment 
to knowledge sharing, transparency and ease of in-
vesting. With teams in Berlin, New York, London, 
Singapore, Luxembourg, Paris, Zurich and Tel Aviv 
we are trusted by over 4000 of investors worldwide 
and currently have over €2.9 billion in assets under 
management.  

What are your main missions? 
 

Our mission statement is simple: Demo-
cratising Private Equity and help people 
realise that Investing is legacy. Moonfare 
offers individual investors, family offices 
and institutional investors: 
- Carefully curated, top-tier funds from 

some of the world’s leading Private Equity 
managers, 

- Local, personal service from your dedi-
cated point of contact, 

- World-class investment com-
mittee of industry insiders, 
- Global community of like-
minded investors. 

 
How are you positioned in 

Luxembourg? 
 

We are growing rapidly in Luxem-
bourg. We have an office with 8 peo-

ple based in Luxembourg as well. We are 
open to professional investors but also working 

closely with Family Offices and help them diversify 
their Private Equity investments. Lastly, we just an-
nounced our partnership with Quintet and are very 
excited to grow the relationship.  
 
How does Moonfare select its funds?  
 
The fund selection and diligence process is carried 
out by Moonfare’s deeply experienced investments 
team with 90+ years of combined experience and 
must be approved unanimously by Moonfare’s 
well-established Investment Committee. Moon-
fare’s Investment Team maintains active conversa-
tions with 400+ GPs allowing the team to source 
100+ opportunities per year. 
 
All funds selected for distribution on the Moonfare 
platform must pass through Moonfare’s rigorous 
multi-stage due-diligence process that includes: 
- Initial Screening, 
- Full Due Diligence, 
- IC Decision and Commercial Focus, 
- Raise and Subscribe. 
 
The due diligence stage is the most analytical and rig-
orous step in the fund selection process. In this stage, 
data is typically provided by the manager via a fund 
data room. Relevant quantitative data will be incor-
porated within Moonfare’s proprietary due diligence 
model, which allows the team to conduct a perfor-
mance and risk analysis on the track record. The team 

also supplements their analyses with the use of Cobalt, 
conducting reference calls with LPs and industry par-
ticipants, third-party reports, and organizing due dili-
gence meetings with the fund manager’s team.  
 
Due diligence and analysis take a forward-looking 
predictive approach to ensure consistency going for-
ward in all key diligence areas including team, strat-
egy, and performance. All these activities are aimed 
at providing additional context and clarity around 
fund performance, risk management, team develop-
ment, and fund manager-wide processes. 
 
How can one access your funds and how much does 
one have to invest to do so? 
 
Accredited investors can easily sign up to our plat-
form to access top-tier investment opportunities, ex-
pert knowledge, curation and higher returns at lower 
entry points. Our digital process should enable you to 
sign-up and invest within 15 minutes. As a tech-en-
abled company, we seek to make the process as 
smooth as possible for our clients, investors and the 
advisors who can invest on behalf of their underlying 
clients. Partnering with Moonfare enables thousands 
of investors, directly and through their advisors, to 
build portfolios and access premier private equity 
funds the way elite institutions have for decades.  
 
Moonfare is transforming the private equity experi-
ence. The minimum investment ticket to access a Pri-
vate Equity fund size is €50,000.  
 
How do you intend to democratize Private Equity? 
 
We have well and truly started the democratization 
process of Private Equity. With close to €3b under 
management and over 4000 clients!  We intend to con-
tinue the process and focus on new initiatives such as 
the ELTIF to reduce the barrier to entry to enable the 
greatest amount to benefit from Private Equity’s his-
torical returns and portfolio diversification.  
 
What are the challenges facing private equity today? 
 
- Macro-economic headwinds and rising interest rates 
have put the brakes on private equity exit activity. 
- Trade sales have emerged as the most reliable and 
active channel, as cash-rich corporates continue to 
make big ticket transactions, but other exit routes have 
been becalmed. 
- After a challenging year, recovery signs are emerg-
ing as interest rates top out, equity and debt markets 
reopen and buyer and seller pricing expectations 
converge. 

Tell us about private equity market trends 
 
With M&A and the IPO markets still muted, GPs 
are looking for other ways to generate liquidity for 
their investors. We expect to see GP-led secondaries 
and NAV lending to continue and start to become a 
norm within the industry, even when markets open 
up again. We have just published our Investment 
Outlook for 2024.  
 
Tell us about Moonfare’s partnership with Quintet 
Private Bank. What is its purpose? 
 
Quintet has partnered with Moonfare as the central 
solution provider/partner for its Private Markets of-
fering to all 5 entities under the Quintet umbrella: 
Quintet Private Bank (Europe) - Luxembourg; Brown 
Shipley - UK; Puilaeco - Belgium; Insinger Giliseen - 
Netherlands; Merck Fink – Germany.  We provide 
full white-label platform with Single Sign On func-
tionality from the existing Quintet banker/client por-
tal; we provide Moonfare funds plus facilitating a 3rd 
party ELTIF of their choosing.  
 
Are you considering other partnerships? 
 
We are always working on new partnerships; how-
ever, we think about those strategically and it needs 
to make sense for us and for our clients.  Anyone in-
terested in a partnership can directly reach out to me.  
 
What is your view of the current economic situation? 
 
Private equity and private markets in general have 
faced a myriad of challenges in 2023, with persis-
tently sticky rates and inflation making debt less ser-
viceable and clogging exit lanes, while an increase in 
geopolitical uncertainty has added to the muted 
dealmaking environment. 
 
What are your main objectives for 2024? 
 
Over 2024, we expect Moonfare’s core company ob-
jectives to remain consistent and continue to further 
our mission of democratising access to private in-
vestments. In alignment with our mission, Moon-
fare plans to:  
1) deepen its in-house investment management capa-
bilities to continue to offer our clients a unique, di-
verse, and growing range of investment products 
(such as the ELTIF 2), 
2) offer new products and solutions that will enable 
even more types of investors to participate in private 
markets, and 
3) continue to deepen our global footprint.

Interview with Karim BOUSSETTA, Regional Head, Moonfare 

“Democratising Private Equity”


