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Buffett’s annual letter taught
us how to handle Mr Market
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Oracle of Omaha. Warren Buffett
championed the long view. PHOTO: AP

It’s turning into
an interesting
time for Buffett to
step aside, as an
executive and
a public
intellectual.

Innovation and influence are very
distinct phenomena. Bob Dylan, for
instance, didn’t invent folk music: he
borrowed extensively from Woody
Guthrie, Pete Seeger and others in the
folk revival movement of the ’50s and
‘60s, yet he became far more influential
than any of them. When he decided to
go electric in the mid-1960s, rock ’n’ roll
was already a dominant force in pop
culture, yet Dylan became far more
important for the genre than nearly all
the bands and solo acts that came
before him.

Such is the relationship between
Warren Buffett and earlier finance and
investing writers, especially Benjamin
Graham, author of The Intelligent
Investor. Buffett didn’t dream up most
of the ideas that he espoused – many
came straight out of Graham’s
teachings – but he brought them to the
masses through the Berkshire
Hathaway annual letters and gave us all
a proof of concept through the
company’s extraordinary performance.

In doing so, he earned his place as
our greatest investor and our leading
finance and investing writer. Without
Buffett, we may not be talking about
Graham at all today.

So, it was with a tinge of sadness that
I learnt last week that Buffett was
poised to relinquish his most
important annual writing exercise: the
Berkshire letter. As part of his decision
to step down as chief executive at the
end of the year, The Wall Street Journal
has reported that Buffett, 95, will pass
the authorship of the Berkshire letter to
his successor, Greg Abel. It is the end of
an era, and a time to reflect on Buffett’s
accomplishments.

Over the years, Buffett’s most
memorable theme was the flightiness of
‘‘Mr Market’’ and the need to stay
focused on intrinsic value. For Buffett,
Mr Market – a character first conceived
by Graham – was forever doomed to live
with ‘‘incurable emotional problems’’, as
he wrote in Berkshire’s 1987 letter. At
times, Mr Market was euphoric (prices
were too high) and at others he was
deeply depressed (prices were too low),
but investors always had the discretion
to ignore him or take him up on his
occasionally bargain-bin prices.

The key, for Buffett, was to make sure
you did your homework and had a firm
grasp on the intrinsic value of your
would-be investments.

‘‘Indeed, if you aren’t certain that you
understand and can value your business
far better than Mr Market, you don’t
belong in the game,’’ Buffett wrote. ‘‘As
they say in poker, ‘If you’ve been in the
game 30 minutes and you don’t know
who the patsy is, you’re the patsy’.’’

Indeed, Buffett went on to prove that
he belonged in the game, avoiding the
dotcom bubble stocks in the late 1990s
and building a very conservative
portfolio before the financial crisis, and
subsequently pouncing when the
crashes created opportunities.

Many of Buffett’s other recurring
themes flowed naturally from that view
of the market. If the market was manic
and unpredictable, the key was to
invest in a disciplined manner.
Investors should only buy companies
that they were capable of
understanding and never be wooed by
non-intuitive sales pitches and Wall
Street esoterica.

Buffett claimed no particular gift for
timing the market, but insisted on
making investments with a ‘‘margin of
safety’’, another Grahamism that
means buying at a price well cheaper
than one’s estimate of intrinsic value.
And ultimately, Buffett has always
insisted that investors maintain a long-
time horizon.

At Berkshire, he was focused on
attracting shareholders who shared
that philosophy and was more than
happy if that resulted in minimal
trading in the company’s own stock.
‘‘We don’t understand the CEO who
wants lots of stock activity, for that can
be achieved only if many of his owners
are constantly exiting,’’ he wrote in the
1988 letter. ‘‘At what other organisation
– school, club, church, etc – do leaders
cheer when members leave?’’

It’s turning into an interesting time
for Buffett to step aside, both as an
executive and a public intellectual.
Much like the period before the
financial crisis, Berkshire’s cash has
been soaring, hitting a record
$US382 billion ($584 billion) in the
third quarter.

That and Berkshire’s underweight
orientation towards the hot tech and
communications sectors have its stock
portfolio returning just about 4.9 per
cent this year, even as the S&P 500
advanced 17.7 per cent.

If Buffett were interpreting his own
results, he’d probably caution us
against making too much about one
year of underperformance.

And he’d focus on economic
performance, rather than volatile
market outcomes. ‘‘After all,’’ he wrote
in the 1983 letter, ‘‘why should the time
required for a planet to circle the sun
synchronise precisely with the time
required for business actions to pay
off? Instead, we recommend not less
than a five-year test as a rough
yardstick of economic performance.’’

Come 2030, we’ll have to turn to Greg
Abel to help us make sense of the
results and decide if Berkshire is still
living up to Buffett’s expectations.
Perhaps his missives will prove must-
reads too, but he’ll never be Warren
Buffett. R
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Why Donald Trump
can do no wrong,
according to his fans
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Different take. To his supporters, Trump is not brazen but transparent. PHOTO: AP

When you survey
Trump’s second term,
there is so much . . .
corruption that is open
and obvious that it’s
actually difficult to
summarise.

I will never forget the moment when I
realised that Donald Trump had
transformed the way we think about
political scandals.

It was in September 2019, right after
Trump released the memorandum of
his July 25, 2019, call with Ukrainian
President Volodymyr Zelensky. There,
in black and white, was one of the
clearest examples of an improper quid
pro quo in foreign affairs I had ever seen.

Zelensky told Trump he would like to
buy Javelin anti-tank missiles for
Ukraine. Trump responded with his
own request. ‘‘I would like you to do us
a favour,’’ he said, and demanded that
Ukraine investigate a bizarre
conspiracy theory prevalent in MAGA
circles that Ukraine was actually
responsible for election interference in
2016, and Russia had been wrongly
blamed. Trump also demanded that
Ukraine investigate Joe Biden and his
son, Hunter.

But it’s what happened next that
convinced me Trump was transforming
politics. He called a clearly corrupt call
‘‘perfect’’ and kept calling it perfect until
almost every Republican rallied to his
side or remained silent.

It’s as though he had reversed the old
saying ‘‘it’s not the crime; it’s the cover-
up’’ into something entirely new. If
there is no cover-up, then there must
not have been a crime.

If there is a word that describes the
second Trump administration, it’s
brazen. While I certainly hold open the
possibility that dark deeds are being
done in secret, one thing that is
remarkable is how open and obvious
he is with his self-dealing.

He accepted the gift of a plane to
serve as a new Air Force One (later to
be handed over to the Trump
presidential library) from Qatar – a
nation that has supported Hamas for
years and that is actively working to
influence American politics through

lavish expenditure – then provided the
country with an American security
guarantee by executive order.

Trump pardoned a convicted crypto
billionaire, Changpeng Zhao, after
Zhao’s company, according to reporting
by The Wall Street Journal, ‘‘took steps
that catapulted the Trump family
venture’s new stablecoin product,
enhancing its credibility and pushing its
market capitalisation up from
$US127 million to over $US2.1 billion’’.

In September, The New York Times
published a report detailing how the
United Arab Emirates entered into a
multibillion-dollar crypto deal with the
Trump family and the family of Steve
Witkoff, Trump’s Middle East envoy.
‘‘Two weeks later,’’ my colleagues
reported, ‘‘the White House agreed to
allow the UAE access to hundreds of
thousands of the world’s most
advanced and scarce computer chips.’’

In August, The New Yorker’s David D.
Kirkpatrick published a comprehensive
account of how much Trump has
profited from the presidency and
concluded that, so far, he and his family
made $US3.4 billion ($5.2 billion) during
his terms in the White House.

Trump’s corruption isn’t just
financial. Trump is granting legal
favours to his political friends while
prosecuting his political enemies, and
it is all out in the open. He freed even
the most violent rioters who attacked
the US Capitol on January 6, then
forced out a US lawyer who refused to
prosecute James Comey or Letitia
James. The acting prosecutor he
appointed quickly filed dubious
criminal charges against both.

For good measure, Trump then
commuted the remaining prison
sentence of former Republican
congressman George Santos, writing in
a Truth Social post that Santos ‘‘had the
Courage, Conviction, and Intelligence
to ALWAYS VOTE REPUBLICAN!’’

Trump’s defenders have a different –
and telling – term for his misconduct.
He’s not brazen, he’s ‘‘transparent’’. In a
CNN interview about Trump’s message
to Pam Bondi directing her to
prosecute Trump’s enemies, senator
Markwayne Mullin of Oklahoma said:

‘‘I think what we know is, President
Trump is very open and transparent
with the American people, and he
speaks his mind. And that’s what his
supporters love about him, and that’s
what America loves about him.’’

In May, House Speaker Mike
Johnson was even more explicit. When
questioned about Trump’s crypto
dealings during a news conference,
Johnson said: ‘‘The reason many
people refer to the Bidens as the Biden
crime family is because they were
doing all this stuff behind curtains.

‘‘They were trying to conceal it,’’
Johnson continued, ‘‘and they
repeatedly lied about it. Whatever
President Trump is doing is out in the
open. They’re not trying to conceal
anything.’’

That’s a remarkable statement, and
it’s assuredly not a real defence of
Trump’s conduct. It’s as though
Johnson is arguing that a bank robbery
is only a crime if the assailant wears a
mask. But if the robber walks in and
smiles for the security cameras? Well,
that’s out in the open. He’s not trying to
conceal anything.

Whether it’s by instinct or intention,
Trump seems to have stumbled onto
two key truths about his partisan
supporters: they are desperate to
rationalise, excuse and justify anything
that he does, and they do not know
much of anything about the law.

The average American doesn’t know
how foreign affairs are conducted, how
the Justice Department is run or the
ethical lines around foreign business
dealings.

They’re almost always going to grant
their partisan allies the benefit of the
doubt. In fact, they often don’t even
allow for the possibility of doubt.

Last month, I attended the No Kings
protest in Chicago as an observer. The
city was tense as a result of aggressive
Immigration and Customs
Enforcement actions and attempts to
deploy the National Guard. Republican
politicians had warned that the
protests would probably be violent.

So I had to go and see the protests for
myself. What I found was completely
peaceful. The atmosphere – at least in
the little corner that I observed – was
even somewhat festive.

The signs were creative, but one
stood out. On a plain white poster
board, a protester had written in big,
black letters: ‘‘You try to fit it all on a
sign.’’

I knew exactly how that protester
felt. When you survey Trump’s second
term, there is so much corruption,
corruption that is open and obvious,
that it’s actually difficult to summarise.

But it’s worse than that. The very fact
that it’s open and obvious is making it
impossible, for now at least, to stop. In
fact, his corruption only escalates. We
are watching Trump execute supposed
drug traffickers without due process
and amass military assets outside
Venezuela without even the pretence of
seeking congressional approval.

But who needs Congress – or the law –
when Trump is in command? Even
when it comes to matters of war and
peace, MAGA defers to the man who
tells them just what they want to hear. R
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