
Mondays are generally accompanied by a heightened degree of 
apprehension, so hearing that the Oracle of Omaha -Warren 
Buffet- is upbeat on the outlook for the US economy, helps to take 
the edge off the day. Buffett hailed the economys’ capacity to 
“endure severe interruptions and enjoy breathtaking progress”. 
His position to “never bet against America” is unwavering in its 
conviction. Characteristically Buffett made specific mention of core 
holdings in his Berkshire Hathaway portfolio including Apple Inc. 
And BNSF railway, which he described as its most valuable 
assets. Interesting how one is a technology leader at the 
vanguard of 21st century innovation whose product is transmitted 
electronically, while the other a 19th company which transports 
physical products that Americans consume the old fashioned 
way. 

At 90 years of age, Buffett still has the stuff and its stock can be 
found in your retirement portfolios, benefitting from his deep Value 
conviction that I have written about so often before in ATW blogs. Notably Berkshire Hathaway’s cash position is 
almost US $140 Billion, enough to buy the Royal Bank of Canada one-and-a-half times over. Buffetts aversion to 
bonds stems from the decline in yield from the 10-year US Treasury from 16% in 1981 to less than 1% today. Seeing 
cash as preferable to the risk-free alternative speaks volumes about holding sovereign debt as a investment class. 

Buffett honed his practice of delivering long term returns to investors from his mentor Benjamin Graham, who is 
widely recognized as the progenitor of Value investing. His seminal book, Security Analysis, defines the methods to 
value a stock. He, like Buffett, calculates the price of a given security as the Earnings Per Share (EPS) multiplied by 
the base Price/Earnings of a company plus the earnings growth rate times the average yield of investment grade 
bonds, divided by the current yield on these same bonds. OK, that’s a tough one to wrap your head around, but it’s 
basically comparing the profitably of a given security compared with the corporate bond alternative to determine 
whether a stock is over or under valued. Like all successful investing, it is systematic, empirical and process-driven. 
This is what we understand and incorporate in our model portfolios. 

 V= EPSx(BPE+Cg x g) x4.4
Y

EPS=Current EPS
BPE= Base PE ratio of no-growth company 
Cg= Multiplier to the growth rate 
g= the company's 5-year earnings growth estimate
4.4= the average yield of high-grade corporate bonds
Y= the current yield on AAA corporate bonds

A single opinion is just that, one voice -unless it’s Buffett. Arguably the greatest investor since the creation of Capital 
Markets over four hundred years ago, his track record of superior returns is why Value investing is one that is 
embedded in our investment thesis. Paying as little for a dollars’ worth of value now hedges against the downside 
from inception, while positioning for upside when the Market recognizes that value. As Buffett is known for saying 
price is what you pay, value is what you get. Words to live by and a big thank you to Warren Buffett for getting us 
through Monday better off than when the day started. For more on Value investing click <here>. 

Be safe, be well!

Martin 
519-546-5088 

https://static.twentyoverten.com/5bab86d4e7e32f6280dc7ede/FAzB9KtW9I/here.pdf

