







Praise for
The Real Warren Buffett

“James O’Loughlin’s new book is a timely and insightful account of the career and achievements of the head of Berkshire Hathaway, Buffett’s investment business.
Above all Buffett is revealed as a thoughtful long-term investor, or ‘capital allocator’ as he calls it, who rejects fads and fashions, and who will not be taken in by the latest big thing. As this intelligently written and neatly set out book shows, it is a formula that has proved amazingly successful, and rewarding, for four decades.”
Stefan Stern, Accounting & Business

“Buffett, the second richest man in the US, is known as the world’s master stock picker, but that alone does not account for how he has grown his investment vehicle Berkshire Hathaway at a compound rate of 25 per cent a year for 37 years. O’Loughlin digs into the deeper business story: how Buffett uses capital and get his managers to ‘think like owners.’ He has uncovered a simple model of clever management that many companies can follow with profit. The model is based on a few unswerving principles...
Buy and hold, as a stock analyst would say.”
Carol Kennedy, Director

“A very fine book, nicely analyzed and extremely well written.” Hersh Shefrin, Professor of Finance, Santa Clara University and author of Beyond Greed and Fear

“Your insights mixed with Buffett’s very quotable quotes is great stuff.”
Arnold S. Wood, founding Partner, President and CEO of
Martingale Asset Management

“I like it a lot … it’s unique. Most books tell the reader how to do it. You’ve got a guy who’s actually doing it. That’s important because it shows it can be done.”
Bob Olsen, Professor Emeritus, California State University

“An excellent, thought-provoking read—lots of very interesting insights and important points to ponder.”
Nick Chater, Professor of Psychology at Warwick University and Institute for Applied Cognitive Research
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Preface

At the death of writing this book, and before settling on its final version, I handed the manuscript to a good friend of mine for one last sanity check. David Crowther, the man with the quickest brain I know, duly digested the work and downloaded his observations, one of which was the realization: “My God, Jim. Buffett just knows it all.”

And that’s precisely why I wrote this book.

In my career as a fund manager and equity strategist, the more I read of the theory of investment and the more I progressed to learn about the challenges facing managements in the creation of value—in organizational theory, complexity theory, behavioral psychology, whatever—the more Buffett’s insights into these disciplines leapt out at me from his letters to the shareholders of Berkshire Hathaway.

Whatever I was learning, he already knew. Whatever I was struggling to synthesize into a framework, he had already embedded in a model. What I was just beginning to comprehend, he had already made work.

In this respect, I realized, Warren Buffett did know it all—even though he didn’t always get it right. In order to appreciate this fact, all I had to do was know where to look and then I was able to read his letters differently.

It is in the spirit of my discovery that I present this illumination of Buffett’s model for managing capital and leading people. My intention is to share my experience with a wider audience. Buffett has this model because he has undergone what I argue is an explosion of cognition. Writing about it has enriched me in a similar way: I have had my own explosion and I now view the world through a different lens. If I have done my job, then by the end of this book you will too.

James O’Loughlin
Birkenhead, Cheshire
August 2002
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