Reflections From the Oracle of Omaha
Lessons on how to be a better investor, partner & manager from the sages of
Berkshire Hathaway, Warren Buffett and Charlie Munger

The Thinking Man’s
Approach

Over the last 50 years, Berkshire Hathaway has had an average annual return of
21.6%, with Warren Buffet leading the charge for these past 5 decades.1 He is
considered one of (if not the) greatest investors in history by many and is fondly
known as “the Oracle of Omaha.” Readers of our past Thinking Man pieces will
note that Berkshire Hathaway is a company we follow closely. Several of BigSur’s
corporate and investing philosophies are strongly influenced by Warren Buffet.
During the Annual Meeting, many of the questions were centered on the “secret
formula” for Berkshire Hathaway’s success. Buffet, and his long-term partner in
investment decision-making, Charlie Munger, were quick to answer each of these
questions in the same way: there is none.
Instead, Buffet re-iterated the
importance of Berkshire’s culture and approach throughout the meeting, and
how he believes this is what has enabled their long-term success. There were a
few themes which continued to come up during the seven hour meeting, and we
share three lessons we took away from the sages Buffet and Munger on how to
be a successful investor, partner and manager.

#1: Collaborate & Be a Student
In the Annual Meeting, Buffet was asked to reflect upon his partnership with
Munger. He commented that in his younger years, he kept things close to his
chest and rarely sought the advice of others when making a decision. “That was
a mistake,” he declared. He and Munger started investing together informally in
the 1970s, and Charlie encouraged him seek the advice of experts in the industries
they were investing in. “Be a student,” Munger once said to Buffet casually. He
took this to heart.
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Last week, I travelled to the Heartland of America to
attend Berkshire Hathaway’s Annual Meeting in
Omaha, Nebraska – along with over 40,000
shareholders. This year’s meeting was special as it
marked the 50th anniversary of Buffet heading
Berkshire Hathaway. On Friday, each of the BRK’s
subsidiary companies and public stock holdings had
a special exhibition or store. I toured inside a mobile
home (Clayton Homes) and a private jet (NetJets),
directed a toy railroad (BNSF), played trivia against
Watson (IBM, and I won’t tell you who won) ,
renewed my car insurance at a 15% discount (GEICO),
learned how to improve my running stance (Brooks)
and indulged in too many sweets (See’s Candies and
Dairy Queen). On Saturday, I attended the Annual
Meeting, and my reflections are included in this
month’s Thinking Man.
For more on how we are positioning our

Buffet spoke extensively about the importance finding good teachers – not portfolios, please contact your investment
necessarily teachers in the professional sense – but good role models. “It’s advisor or email:
always good to be around people you can learn from,” he said, and singled out
ideas@bigsurpartners.com
Bill Gates, founder and former CEO of Microsoft, (and current Director for
Berkshire Hathaway) as one of his teachers, who has “imparted priceless
knowledge.”
Collaboration is key at Berkshire: as they look to invest for the long term, it’s
essential to Buffet and Munger that the people they do business with are people
they believe would make good partners in

“achieving a shared long term goal and vision.” He claimed that BRK has walked away from many
attractive deals because they did not believe that the owners/managers of the companies would
make good long term partners.
Buffet also commented that another key to collaboration was personality. “People like doing
business with people they like and admire. It’s simple, really. So, if you want to succeed in business,
you should try to exhibit some qualities of people you like and admire.” He went on to suggest
everyone write down characteristics of people they like to do business with, and also characteristics
of those they don’t like. “Be more like the good and less like the bad, and make a real conscious
effort to improve yourself,” he encouraged the audience.” He said he was still working on improving
his patience at age 84.

#2: Owner-Partner & Long Term Approach
Long term partnership is a mantra at Berkshire Hathaway. They look at creating an “owner-partner”
relationship for their subsidiary companies. They have a hands-off management style, and
encourage managers to “run the company as if it were their own.” You have to “give loyalty to gain
loyalty,” Buffet says. This approach keeps people motivated. It has also made Berkshire the ideal
“home” many operating companies seek when they are looking to be acquired, Munger commented.
Owners will decide to work with Berkshire, even if it means less money for them at the onset,
because of this “owner-partner” approach.
Buffet also does not believe in harping on short term results, which he sees many CEOs and Wall
Street investors doing. He remarked, “If we have good long term expectations, short term changes
are meaningless for us, expect to the extent that they offer us an opportunity to increase our
ownership at an attractive price.” Investors in the equity markets can learn from this approach as
well: “owning a stock is owning a business,” he declared. “As long as you believe this business has
a competitive advantage, stay with it for the long term, which in my view is a multi-decade horizon.
In this long term horizon, a diversified equity portfolio bought over time will help attain significant
gains in purchasing power over an investing lifetime.”

#3: The Right Mindset
Buffet says that one of the keys to his investment success is his mindset. “Work on keeping a good
mentality,” he encouraged, “the same way you work to keep a good physical form.” These are three
keys to Buffet’s mindset:
1.

Enjoy the game
Buffet said enthusiasm and passion for what you do are key. “Work never felt like work to
me,” which is what allowed him to be fully dedicated. His enthusiasm is also is what kept
him a “student of the game” and growing as a professional. “Results are important,” he said,
“but there are days when you win and days when you lose. I’ve noticed that the managers
who only enjoy winning are the ones who don’t grow over time.”

2. Keep cool: control your emotions
Buffet credits his most profitable investments to “going big when things were tough.” He
made big bets in US financial institutions during the 2008 crisis and came out with sky-high
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profits. If he identifies a quality company with strong fundamentals that is trading cheap,
he will not hesitate to jump in, no matter what the macro situation around him. This does
however require a cool head - he says, “you have to act in spite of your emotions, not
because of them.” Another Buffet mantra: “investment fluctuations benefit me, not hurt
me.”
3. Focus, focus, focus
Buffet says he spends a lot of time, almost half of his day, “quietly thinking and reading.” He
needs the time to be solitary and focus on important decisions. “This is something I see less
and less of,” he remarked during the meeting. Munger added, “I hate multi-tasking.
Everybody today is multi-tasking all the time.”

A few tidbits on Berkshire Hathaway’s positioning
 BRK is investing in long-term growth for its companies
o Our last Thinking Man’s note highlighted the “low animal spirits” plaguing most US
corporate CEOs, and their focus on stock buybacks and M&A instead of long-term
investments in their companies. Well, animal spirits are high at Berkshire Hathaway.
In 2014, the subsidiaries of Berkshire Hathaway spent a record $15 billion on capital
investments.
o One of BRK’s subsidiaries stood out in particular: Burlington Northern Santa Fe
(BNSF) Railway, which is the second largest freight railroad network in North
America. Buffet spoke about BNSF’s plan to spend $6 billion on plant and
equipment. This figure represents 26% of revenues and is 50% more than any other
railroad has spent in a single year.
 Jorge Paulo Lemann is one of Buffet’s “teachers”, and BRK likes the “3G Way of Doing
Business”
o There were a few questions about the corporate philosophies of BRK and 3G: did
Buffet really support the downsizing and “shark-like” mentality of 3G Capital?
o First, Buffet commented that “rightsizing” a company’s workforce is an approach he
and Munger fully support. He asks why would anyone want a company to have more
people than are required? “That’s just makes no sense to me at all,” he remarked.
o He went on to name Jorge Paulo Lemann as one of the “teachers” he has learned
from in recent years. He commented that he fully supports the 3G philosophy of
running business as efficiently as possible, and in fact, the 3G way of doing business
is the Berkshire way of doing business.
o GEICO is a shining example, he said, which is run as just efficiently as any 3G
company. He also used Berkshire Hathaway, the holding company, as another good
example. BRK itself only has 25 employees. “I could have floors and floors of
strategists, but we don’t need that. I have just as many employees as I need,” said
Buffet.
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Interesting trivia: How many Bloomberg Terminals does Berkshire Hathaway have?
2. And, Buffet boasted, “that’s only because we’re not paying for 1 of them.”

 Berkshire Hathaway likes Germany
o Last week BRK closed on a deal they announced in February, to buy a mid-sized
German motorcycle equipment retailer.
o Charlie Munger commented that he likes the culture of companies he sees in
Germany. He sees these companies being run with a strong work ethic, striving for
perfection, and an intense focus. “And culture is everything to us,” he remarked.
o Buffet chimed in, “in the next 5 years, we can see ourselves buying another larger
German company.”

Concluding Remarks
Towards the end of the meeting, Buffet and Munger were each asked what they want to be
remembered for. Munger spoke about being a “rational thinker,” in a world where that is becoming
more and more rare, and his hope that he leaves an example others can follow, if they are so inclined.
Buffet, however, said, really, the only thing he wants when he is gone, is for Berkshire to be
successful. “The most important thing [to me], is that Berkshire does well long after I am gone.” He
then commented on how upset (and even offended) he gets when the press asks him if he could
consider breaking up Berkshire Hathaway and selling it in little pieces. “Have I ever done or said
anything to indicate this is my plan?” he asked. “All I ever say or do is that I am here building
something for the long term. I want Berkshire to be here for generations.” Several times during the
meeting, Buffett and Munger mentioned that there are a few managers at BRK who would will
perform better at managing BRK than they have. Ajit Jain, head of several BRK owned re-insurance
businesses, was singled out a few times for being a star manager.
Warren Buffet is one of BigSur’s “teachers,” and we have followed Berkshire Hathaway’s investment
positioning and strategy as well as corporate philosophies since our start. We hope that you
recognize some parallels in how we approach investing and our relationships to some of the lessons
and comments in this note. It was a fantastic opportunity to spend a weekend in the Oracle of
Omaha’s world, and if you would like information on how you can participate in next year’s meeting,
please reach out to your advisor.
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Important Disclosures
This material is distributed for informational purposes only. The discussions and opinions in this article are for general information only, and are
not intended to provide investment advice. While taken from sources deemed to be accurate, BigSur Wealth Management, LLC (“BigSur” or the
“Adviser”) makes no representations about the accuracy of the information in the article or its appropriateness for any given situation. Certain
information included in this article was based on third-party sources and, although believed to be reliable, it has not been independently verified
and its accuracy or completeness cannot be guaranteed. Any statements regarding future events constitute only subjective views or beliefs, are
not guarantees or projections of performance, should not be relied on, are subject to change due to a variety of factors, including fluctuating
market conditions, and involve inherent risks and uncertainties, both general and specific, many of which cannot be predicted or quantified and
are beyond our control. Future results could differ materially and no assurance is given that these statements are now or will prove to be accurate
or complete in any way. This article may include forward-looking statements. All statements other than statements of historical fact are forwardlooking statements (including words such as “believe,” “estimate,” “anticipate,” “may,” “will,” “should,” and “expect”). Although we believe that
the expectations reflected in such forward-looking statements are reasonable, we can give no assurance that such expectations will prove to be
correct. Various factors could cause actual results or performance to differ materially from those discussed in such forward-looking statements.
BigSur shall not be responsible for the consequences of reliance upon any opinion or statements contained herein, and expressly disclaim any
liability, including incidental or consequential damages, arising from any errors or omissions.
The companies discussed herein, are for illustrative purposes only and do not represent past or current recommendations by BigSur. This article
is not intended to provide personal investment advice and it does not take into account the specific investment objectives, financial situation and
the particular needs of any specific investor. Views regarding the economy, securities markets or other specialized areas, like all predictors of
future events, cannot be guaranteed to be accurate and may result in economic loss to the investor. Any securities or products referenced BigSur
believes may present opportunities for appreciation over the subsequent time periods. BigSur closely monitors securities discussed and client
portfolios and may make changes when warranted as a result of evolving market conditions. There can be no assurance that the securities and
performance included or referenced in the article will remain the same and investment strategies, philosophies and allocation are subject to
change without prior notice. Specific securities or companies identified and described may or may not be held in portfolios managed by the
Adviser and do not represent all of the securities purchased, sold, or recommended for advisory clients. The reader should not assume that
investments in the securities identified and discussed were or will be profitable. BigSur may change its views on these securities at any time.
There is no guarantee that, should market conditions repeat, these securities will perform in the same way in the future. Any referenced securities
and their respective returns reflect the reinvestment of income and dividends, but do not take into account trading costs, management fees, and
any other applicable fees, expenses, and various factors including account restrictions, guidelines, the timing of investments, and cash flows that
may affect the investor’s actual return and performance. Please refer to Part 2A of BigSur’s Form ADV for a complete description of fees and
expenses. Hypothetical performance results may have inherent limitations.
The returns and references to the S&P 500 index are provided for informational purposes only. The S&P 500 Index is a market-capitalization
weighted index containing the 500 most widely held companies chosen with respect to market size, liquidity, and industry. The index is calculated
on a total return basis with dividends reinvested. In addition, the volatility and securities of the index may be materially different from an
investor’s. The S&P 500 Index was selected and is referenced to allow for comparison of the performance of any referenced securities or overall
market to that of a well-known and widely recognized index. Comparisons to indexes in this material have limitations because indexes have
volatility and other material characteristics that may differ from the referenced strategy or security. Therefore, actual performance may differ
substantially from the performance of any referenced index). Investors should be aware that the referenced benchmark funds may have a
different composition, volatility, risk, investment philosophy, holding times, and/or other investment-related factors that may affect the
benchmark funds’ ultimate performance results. Due to these differences, indexes should not be relied upon as an accurate measure of
comparison and are for informational purposes only. Unless noted otherwise, all index returns are denominated in U.S. dollars.
Target exposures included in this article may differ between clients based upon their investment objectives, financial situations and risk tolerances.
Investments in general involve numerous risks, including, among others, market risk, default risk and liquidity risk. No security or financial
instrument is suitable for all investors. Securities and other financial instruments discussed in this article, are not insured by the Federal Deposit
Insurance Corporation (“FDIC”). The income and market values of the securities stated on this article may fluctuate and, in some cases, investors
may lose their entire principal investment. Past performance is not indicative of future results.
This information is highly confidential and intended for review by the recipient only. The information should not be disseminated or be made
available for public use or to any other source without the express written authorization of BigSur. Such distribution is prohibited in any
jurisdiction dissemination may be unlawful. Please contact your investment adviser for advice appropriate to your specific situation.
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