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One of the first books | read on investing in 2009 was this mof a book on Warren
Buffett called

HOW BUFFETT DOES IT - 24 SIMPLE INVESTING STRATEGIES.
A great read for investors, given current stock market conditions.
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HOW

BUFFETT

24 SIMPLE INVESTING STRATEGIES
FROM THE WORLD'S GREATEST

VALUE INVESTOR

JAMES PARDOE
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Buy an easy to understand business run by honest & capable management with MINIMAL VARIABLE PARAMETERS(
Avoid Complex Bus.)

Pay less for your share than what it is actually worth in terms of future earning potential.
Hold onto it patiently !
|

I'M KEEPING IT
REALLY STMPLE |
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INVESTING IS A ONE MAN JOURNEY

m Gain basic knowledge of accounting & financial markets.



m Read business Magazines , Periodicals, Annual Reports & Concalls
m Get going !

A basic checklist that shall help you figure if you are actually a Long Term Investor or not.
|



great deal has been written about Buffett, so it .
ould not be difficult to develop a longer list of habits

d pehaviors that you might want to emulate. (And
dnﬁ't forget to sketch out the complementary portrait—

of that person you'd never want to emulate!) But no mat-

ter who

you decide to hold up as a role model, develop

25 long a list as possible of characteristics that you want
1o make your ownn.
Here are a few questions you, might want to ask

}rourself to make sure that you are not sabotaging your

own inve Stmf:ﬂt strategy.

———— "

¥

. Do you aVv

Do you do sufficient homework and due dili-

gence on companies before you buy them?

Do you check your stocks only periodically and
avoid the “daily” noise and “talking heads”?

Do you ignore stock tips regardless of their source?

_ Do you avoid the herd and instead make your

own investment decisions (based on independ-

ent thinking)?

Do you exhibit patience by waiting patiently

for companies to grow in intrinsic value?

oid investing in companices, business-

es, or industries that you E‘fﬁiﬁ}“’?ﬁ‘?maﬂd?

e

Do you strike (.., buy) Whe! peopic AT

frightened and sell when people are greedy?

_r--n\l.n-'.-\..-ﬂli—- ¥

141
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TEMPERAMENT MATTERS
Your reaction to Greed & Panic shall determine your investing success.

Are you fixated on the LT business fundamentals or on the weekly stock prices ?

You need to have the SKILL to invest correctly & then the CONFIDENCE to hold them through drawdowns.
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PATIENCE IS A CRITICAL COMPONENT

Don't get swept up in others' irrational exuberance.
LEARN TO SEE THROUGH FADS.m

A volatile price DOESN'T IMPLY a volatile business!
Focus on the underlying business & it's earning capacity always.

In investing, Inactivity is rewarding.



Here's 2 mcntal exercise that Buffett recommends.
nge, lex_l_ You bUY a St{)(.k that the markets closed
“the next day for a five-year holiday. Buffett says that he

wouldn’t thulk twice about such a turn of events
bccau5€ he almost never buys a stock with the intent to
“flip” it Buffett sets out to make money on a company
mhr:r than on the stock market. The market is simply
the intermediary in your value-adding proposition.
Think about other self-imposed disciplines that might
help you maintain a patient outlook.

No, it is not easy being patient, but it is an absolute-
ly critical component of having the proper temperament
in value investing. When you invest, consider yourself as

a permanent resident and not as a transient. A French
city planner was once cautioned that he should not plant
shade trees along the broad boulevards of Paris because
they wouldn’t mature for 80 years. His response? “My
Eﬂd man then we'd better plant them right away!”
B'Jff_ﬁtt makes the same point when he observes that we
cah 5];5 'the shade today because someonc planted a

__ tfﬂﬁ ma.n}? yt:ars ago.

It takes time for an-acorn to grow into an oak tree.

The“—‘ are at least 25 families in Omaha, Ncbra:.k.l who
. have held on to their Berkshire shares for Over 35 years,
lm their holdings are now worth over $100 million.
- Their original investments were $50,000 at most.

Buffett swims against the transient tide both as an

Einmf and as the head of a major corporation. When it
,0mes to the owners of Berkshire Hathawy, Buffett says

25
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Buy the RIGHT business & it SHALL ( more often than not) THRIVE !
Buy & Hold WORKS only in the RIGHT business.

Look for PREDICTABLE Cash Flows & Earnings.

CONSISTENCY matters immensely.

So does SCALABILITY.

( Correlate these to newly listed new age businesses & think)



A R

I LIKE THE LOOK
OF THIS ONE !

7/19
Owning cutting edge tech businesses is good as long as they CONSTANTLY REINVENT to ensure HEALTHY CASH



FLOWS !

Stay away if you don't know WHEN the industry shall make any money.mm

Better to go in for boring businesses with PREDICTABLE CF !



4 search out the franchises that will stand the test
of time. Always be on the lookout for companies that
meet Buffett’s criteria: a company that produces prod—
cts. that are needed or desm:d that has no close substi-

' tutf:S that does not eat up capital, and that is not sub;cct

to price rf:gulatmn e s

i o e B B AT

| . study companies’ underlying fundamentals before you
buy them. Make sure that you are doing the right due
d,l]g%gcﬁbifnre making stock purchases. This will help

you to make better investment decisions and increase
your prospects of success over the long haul.

' Don’t hesitate to “take strikes” before you swing.
Buffett advocates taking strikes. 'I‘hat s baseball parlance

'=1t them. Over time, the best mve:smrs makf: fcwcr and

fewer b}_li and scll decisions.

T b et WY SO

codiles in a big moat
guffett, you have the
s that can reward

If you see piranhas and cro
surrounding a big castle, says
“type of long- -lasting husmas

A

investors, =
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Do Nothing when Nothing is to be done.
Shun hyperactivity.mm

Frequent churn results in frictional costs : Commision , Capital Gains taxes, Hidden costs - Load in MF further reduces our
gains (if any)

Aim to get wealthy over Long Term, not rich !

B NOTHING. N

- ( VENTURED, NOTHING
N\ GAINED. EXCEPT My
g PORTFOLIO INCREAsE]

100% IN THE LAST
‘THREE YEARS |

RO e o T w8
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My personal fav.

DON'T LOOK AT THE TICKER !

Your life does NOT depend on daily / monthly stock movement.
Checking prices daily can cause exaggerated mood swings, leading to knee jerk decisions.



Ticker is all about the price.
But investing is a lot more than that.
|

NO, THE DOW
JONES INDEX.

DOCTOR, IS
THAT MY TICKER?
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If the herd starts running away from a good stock, get ready to run toward it.

Rings any bells ? m



Invest when great businesses are experiencing temporary difficulties
Or during Bear markets when share prices plummet due to overall gloom & underlying business is intact.

I'M GOING
DOWNSTAIRS TO PICK
 UP A BARGAIN.
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DON'T SWING AT EVERY PITCH!



Be patient, let a good one come by & then swing big !
The sweet spot is
A great business + strong earnings future + ethical management + good stock price.

Mistakes of Omission are alright.
Mistakes of Commission ARE NOT.

I SPECIALIZE
IN MUTUAL FUNDS
AND YOU ?

/

E
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V.mp !!
WHO IS IN CHARGE AT THE HELM ?

Charlie Munger states,



"The opulence at the head office is often inversely proportional to the financial substance of the firm."

"A dirty kitchen rarely has just one cockroach" states Warren Buffett.

Some notes to help know WHY
|



_ement, especially in their annual reports. First of all,
- analyze their accountmg If it looks weak, stay awa: If

e c ompaﬂ}’ doesn t cxpense (J[JtlDIlS presents f.mc[ful
nsion ﬁsumptlﬂﬂs trqmpetf; its carnings before inters™
<. A

ANy TV ST T —r

s
est. CAXES, depreciation, and mumizatmn (EBITDA): and

o i

eli mzzam of unintelligible footnotes, these are
a1l bad signs. Let’s assume that you have at least a mod-
est ability to read financial Statements. If you can't
understand something in a company’s financial state-

ment, Says Buffett, it’'s because management doesn’t

want you to understand it. Do you want a business part-

ner who hides things from you? Certainly not!

: ! In addition, Buffett warns investors to be suspicious
gbout companies that look exclusively to the future for

their “good news Is the good news all about eilrhiri'gé'

L T

pm]cctmns and growth expectations? Bad sigﬂ says
Buffett. He does so based partly on his own exﬁé};gﬁéé*
as a CEO. The senior managers at Berkshire Hathaway
have no clear idea what one of their businesses is likely 7 :
to earn in the coming year—or even the next quarter. T,

When an execuuve claims to know the future Buffett

TR

. T e T 3 o
warns, that’s a2 bad sign. And when an execunve actual- P
ly bits those n numbers quarter after quarter, ‘h‘if sa _f‘ff" [

e T hing is bemg

ly bad sign. It strongly suggests that somet
R e -
mamplllated somewhere. If you makf: 1mnc1ad commi

S ey & s, o i
€

‘ments to “make your numbcrs ynu maY 13"-1t )’0'-11'5
Position ) the umbers-—
4 position where you have to make up the n

. ventually leading to all kinds Of misc

- Dess. HealthSouth did this exact thin

g as !IS CEO
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Too many choices confuse us.
But how many merit themselves ?
Only a few.

We will be bombarded with information & investment strategies by "professionals” - their bread & butter afterall
But is it worth it for us ?

Remember,
The Emperor Wears No Clothes on Wall Street m

irEy

DOESN'T 6O
UP, DON'T BUY
15

INVESTMENT
ADVISORS

14/19

"Most men would rather die than think. Many do."



THINK INDEPENDENTLY.
Investing is a one man journey.

Think based on FACTS & REASONING.
Not based on PREVAILING PUBLIC OPINION !

DON'T make a decision just because it is CONTRARY. That isn't being Contrarian | s mmmm
|

./ AREYOU AN
(' INDEPENDENT
THINKER? _

o
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Short term forecasts tell us more about the forecaster than the future, states Buffett.

Social media is filled with such forecasters !
These are NOISE because they create an illusion of precision.

Look at proven performance instead,
as the future is obscure.

. THAT &84
- BECAUSE SUPPL
_EXCEEDS DEMAN
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EQUANIMITY IS THE KEY

Paraphrasing Benjamin Graham,
"Never fall under the influence of Mr. Market.

His gloom can fill the room.
His euphoria can be intoxicating."



Read the mood & act.But don't get swept in the mood yourself.
Aggressive opportunism when pessimism is MAX.
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O wmess =T oo me—eew —xUIET WOTdS, plenty"of'
room for error.. '

- And here’s where the irrationality of Mr. Market
works in your favor, Eventually, hc gets very gloomy,
causing share prices to fall Pfﬁﬂpﬂﬂu‘&l}’ This gives you
an opportumty to achieve a margm of safcty in the pur- .
cha;ﬂegf shares. Eventually, says Buffett, the market will™
“recognize their value, and their price will rise. Sooner
or Iater Buffett says confidently, value counts iz

Agam don’t let Mr. Market suck you into his mood.
Don’t let him value businesses for you, emphasizes
Buffett. He is your servant rather than your guide.

When assessing the margin of safety, says Buffett,
use the concept of “intrinsic value” as your startmg
point. This is the measurement that really counts. It
attempts to determmc the discounted value of lhf? (:3.5‘1

i £

that can be tdkﬁﬂ out of the business during its remain-

el T e
i i

mg llfe
2 ¢ is, as Buffett is the first to admit, a “hlghly sub—

i .

jective” estimate. Future cash flows get revised up or

down, and i intrinsic value floats along with them. The
variability of interest rates also affects any calcul.mon
of mtrms:c value. Nevertheless, says Buffett, it remains

the most useful startmg point for undcrstandmg the

rdﬂti;g attractiveness of an mvcstmcnt compared W1tﬂ‘

fﬂ__f‘ltf—‘rnatwc investment.
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READ , READ & READ SOME MORE.
BUT READ , SELECTIVELY* !

Then sit in isolation & THINK

Over the years, a pattern emerges and you start identifying businesses that are fluff and are able to differentiate between

value and noise.

*Explained in Notes m

READ, READ
THEN THINK...

I THINK
I'LL WAIT FOR
THE VIDEO.
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"All I want to know is where I'm going to die. So I'll never go there."
- Charlie Munger

Aka
Avoid the costly mistakes of others !

Don't get enticed with pitches of professionals ( 25%CAGR or Assured returns) & become victims of unsound investing.

Nuggets of wisdom

-~ WHEN you
FIND OUT I'p LIKE
TO KNOw.

WHERE DID
I 60 WRONG>
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m Keep things simple

m Stick to what you understand, else outsource

m There will always be distractions - Ignore them.Focus on underlying business
m Write your investment approach & stick to it



m Rule no 1 : Never lose money
Rule no 2 : Never forget Rule no 1

Lastly , m

s

Money Is not
everything.
Make sure you

earn a lot
before
speaking such
nonsense.

WARREN BUFFETT
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