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 GREETINGS FROM THE FINANCIAL  
ADVICE TEAM

suggested 4 small and gradual rate 
increases throughout 2016. 

The US is nonetheless in good shape 
relative to the EU where bond yields and 
inflation are hovering near 0%, and in 
some cases going negative as we have 
seen with German, Swedish and Swiss 
government bonds in the past weeks. 
This negative bond yield clearly depicts 
how investors are prioritizing return of 
capital over return on capital, which 
does give cause for concern. 

To think investors are 
happier to lend the 
government money 
and get back less than 
they invested in 10 
years’ time instead of 
investing those funds in 
the market, is a scary 
thought. 

Back home, the spotlight was on 
Finance Minister Pravin Gordhan and 
the “looming” sovereign debt 
downgrade by international ratings 
agencies.

While this is nothing to be taken lightly 
the media did also fail to mention that 
the downgrade decision was on our 
foreign denominated debt, which makes 
up 10% of overall sovereign debt, 
meaning that a downgrade would have 
cost our country less than inferred by 
the media. Thankfully, this was averted 
in part by Minister Gordhan’s reputation 
and appointment after the Nene 
scandal, a strengthening rand, and 
perhaps a touch of good luck.

While a December downgrade is still a 
threat, many believe we’ve managed to 
navigate ourselves past a downgrade 
decision altogether.

Focus now rests on the August local 
elections as the ruling party take 
considerable strain in many of their 
municipalities.

As we commence the 3rd quarter of 
2016, we reflect on the first 6 months of 
the year where global market volatility 
and political uncertainty remain the 
norm. 

The 2nd quarter of 2016 has seen 
headlines across the world being 
dominated by the British referendum 
and 23rd June vote that saw the Brexit 
camp win with a 52% majority. 

While the world focused on this vote, 
investors also looked to the US, where 
Federal Reserve Chair Janet Yellen 
continued to meander around the 
possibility of an interest rate hike. This 
left many market commentators stating 
that an increase is highly unlikely for the 
foreseeable future, citing the lack of US 
inflation and the increase cost burden 
of their debt. 

Closer to home, 
Finance Minister Pravin 
Gordhan managed to 
steer us clear of a June 
ratings downgrade 
on our foreign 
denominated sovereign 
debt.

The Brexit decision sees Britain 
(including England, Wales, Scotland 
and Northern Ireland) leaving the 
European Union (EU), as first member 
to leave since its formation. It is 
noteworthy to mention that Scotland and 
Northern Ireland voted to remain in the 
EU, with votes of 62% and 55.8% 
respectively.

Interestingly, this vote saw over 30 
million people cast their ballots which 
is the biggest turnout for a UK-wide vote 
since the 1992 general election, and 
clearly a topic that is important to a 
tremendous number of people in Britain.
As can be imagined the news of this 
global and political shock sent markets 
into a frenzy of speculation and sell-offs 
in the days that followed the exit vote; 
also sending the British pound to 35 

year lows against the US dollar. That 
being said we strongly caution clients 
against any reactionary behaviour, to 
hold your GBP assets through the cycle 
and let the fund managers decide on 
the tactical asset allocation through this 
period.

Orbis (a global asset manager) 
summarises their investment view 
below:

1. The UK’s vote to leave the European 
Union surprised markets and caused 
considerable volatility. We had no edge 
in predicting the vote’s result, and we 
have no edge now in predicting its 
broader implications.
2. The main question for us is not what 
will happen to European politics or the 
UK economy, but whether individual 
companies look like good long-term 
investments at the prices the market is 
offering us.
3. For the overwhelming majority of our 
favoured securities, we do not see a 
clear impairment to long-term intrinsic 
value as a result of Brexit, though the 
resulting uncertainty may make for 
uncomfortable share price movements 
in the short term.
4. “What happens next?” has been a 
common headline over the past week. 
We don’t know the answer, but we are 
confident that we can deliver better 
results on your behalf by remaining 
focused on the long-term fundamentals 
of individual companies.
Source: Orbis Funds Report at 30 June 2016.

Moving to the US, Janet Yellen keeps 
the world on the edge of their seats at 
each Federal Reserve announcement, 
yet continues to postpone an interest 
rate increase in the US. Many market 
commentators speculate that she 
cannot raise rates for the foreseeable 
future as the cost implications on US 
debt would be drastic. Despite strong 
wage growth, almost no unemployment 
and an inflation figure which is positive, 
albeit not at the 2% target, Ms. Yellen 
and the monetary policy committee have 
decided to keep rates unchanged. This 
contrasts her late 2015 statement which 
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We trust you find the content that follows 
both interesting and informative.

The JSE shed almost 3,500 points in the 
few days post Brexit, but has rebounded 
to finish the quarter on 52,218 points, 
virtually flat from 3 months ago.

It is important to remember that in times 
of extreme volatility and uncertainty, 
there are always opportunities for 
investors.  The investment theme that 

continues to remain the cornerstone of 
your financial plan is diversification 
across asset classes and geographies. 
As always, we urge you to trust in the 
asset managers we have independently 
researched and selected, to remain 
focused on your long-term objectives 
and committed to your personal  
financial plan.

is now that the lender would incur estate 
duty on the value of the asset at death (i.e. 
after growth) and, if the loan is interest-free, 
the lender will incur donations tax at 20% 
on the value of the loan.

The recommendations at this stage are very 
cryptic. What is clear however, is that there 
will be some changes to the taxation on 
trusts later this year, it just remains to be 
seen exactly what the changes will be. We 
will have to wait for the 2016 Taxation Laws 
Amendment Bill (which will likely be released 
in July or August) to see the extent of the 
changes to the law. The government has 
identified trusts as a high priority area and 
so taxpayers are cautioned to assess their 
current trust structures for compliance so 
that when the tax laws are legislated, any 
resulting planning can be processed 
expediently. 

The Davis Tax Committee’s First Interim 
Report on Estate Duty (“DTC Report”) was 
released for public comment on 13 July 
2015 and was met with wide debate and 
criticism. Although only in draft form, the 
report delivered some indications of 
potential changes to the trust tax regime 
in South Africa. The recommendations 
range from the expected to the radical and 
tax experts around the country waited 
earnestly for the 2016 budget speech to 
find out whether or not government would 
look to legislate any of the recommendations. 
In the budget review documents, Finance 
Minister Pravin Gordhan gave some 
indications as to what changes on the tax 
on trusts may be expected.

Before evaluating the expected changes, 
it is appropriate to recap the current tax 
effects of trusts relating particularly to 
discretionary trusts. The Income Tax Act 
provides for trusts to act as a conduit for 
tax purposes. This means that any income 
earned by a trust that is distributed in the 
same year that it is earned, is taxed in the 
hands of the beneficiary as if it was earned 
directly by the beneficiary. The trust, as a 
separate tax person, will be taxed on any 
income retained in the trust at a flat rate of 

41%. The conduit principle can create tax 
planning opportunities where beneficiaries 
are earning income at lower marginal rates 
e.g. where beneficiaries are children with 
low annual earnings.

Amongst other recommendations, the Davis 
Tax Committee has recommended that this 
conduit principle effectively falls away and 
all income or capital gains are taxed in the 
trust as a separate taxpayer. To do so would 
indicate a departure from the way trusts are 
treated in almost every other country in the 
world. Whilst Gordhan did not confirm that 
this approach would be legislated later this 
year, he did indicate “that further measures 
to limit the use of discretionary trusts for 
income-splitting and other tax benefits will 
also be considered.”
 
Gordhan further recommended that interest-
free loans to trusts be treated henceforth as 
donations and that assets transferred to a 
trust on loan account be included in the 
estate of the founder (or more likely the 
lender) on death. Typically, lenders dispose 
of assets to a trust on loan account which 
has the effect of pegging the value of the 
asset in their estate at disposal date and 
avoiding donations tax. The recommendation 

EXPECTED CHANGES 
TO TAXATION 
RELATING TO LOCAL 
TRUSTS
COMMENTARY BY  GRAEME SAGGERS, TAX PARTNER, NOLANDS
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• How much money should we take 
offshore for investors? 

      Our replies are normally consistent.
• Stick to the basic principles of investing 

as set out above.
• Pessimists have been predicting the 

collapse of the South African economy 
for decades and we should remind 
ourselves that the Johannesburg Stock 
Exchange was one of the best 
performing stock markets in the world 
measured in both South African rands 
and US dollar terms for the past decade.

• There will always be several excellently 
run businesses with fantastic growth 
prospects and management who 
allocate capital efficiently both 
domestically and internationally. These 
businesses when identified will provide 
one with investment opportunities.

• Valuation drives investment returns over 
the long term. Look for pockets of value 
to drive performance.

• Predicting currency movements is 
extremely difficult, especially getting it 
right on a consistent basis. Ensure one 
has a well-diversified portfolio with both 
domestic and offshore exposure – what 
the exact split should be is very difficult 
to say as it is largely dependent on that 
particular investors own specific 
circumstances and requirements.

There have been many headlines in the 
national newspapers and financial 
magazines commenting on the current 
South African political climate as well as 
the numerous headwinds that both the 
country and the world are facing from an
economic perspective. 

Several journalists and 
commentators forecast 
global doom and gloom 
while others sketch a 
scenario that this is 
possibly the time of great 
investment opportunity 
and future returns. 

It is near impossible to be able to forecast 
with any degree of certainty what the future 
holds in terms of investment returns, but 
we do know the following core prudent 
investment principles should ideally always 
be taken into consideration:
• Diversification is a good thing. 

Diversifying one’s assets both 
domestically and globally brings 
benefits to one’s overall portfolio and 
results in improved risk adjusted 
returns over the long term;

• Diversification across asset classes 
(both domestic and global) provides 

risk  benefits. Spread one’s investments 
across equities, fixed income, property 
and cash;

• Investing into asset classes and 
underlying securities that from a 
valuation perspective are ‘cheap’ 
compared to their long-term averages 
results in higher than average expected 
future returns when compared to 
investing into more expensively priced 
assets;

• The South African rand is a volatile 
currency and very often tends to ‘over-
react’ in both directions – appreciation 
or depreciation to either positive or 
negative market news. It is one of the 
most liquid currencies globally and the 
most traded emerging market currency. 
Rand movements can have a material 
effect on one’s rand investment returns 
and therefore one needs to be cognisant 
of currency movements.

Whenever there are large movements in the 
South African rand coupled with controversial 
events on the political landscape we, as 
money managers, generally face a 
consistent set of questions:
• Is the country going to collapse and 

should we be taking all our money 
offshore?

• Given the rand has weakened so much, 
is it too late to take money offshore?

OFFSHORE 
INVESTMENTS:
OPEN FOR BUSINESS
COMMENTARY BY TREVOR GARVIN, HEAD: MULTI-MANAGEMENT, NEDGROUP INVESTMENTS
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diversification perspective. The current 
exchange rate of the rand should be just 
one of the factors that you take into 
consideration, along with valuation, 
diversification and personal circumstances.

The graph above plots the exchange rate 
between the US dollar and the South 
African rand over the past 15 years. The 
rand has depreciated from R6/$1 in 2000 
to the current rate of approximately 
R14.50/$1. Economic theory tells us that 
the rand should depreciate annually by 
the inflation differential between the two 
countries in order to keep purchasing 
power in parity. Research shows that over 
time this is generally the case but certainly 
not in a consistent or straight line manner. 
The South African rand goes through 
extended periods of strength and 
weakness and very often moves in a quick 

and extreme manner. The past 12 months 
have been a very good example of this,
exacerbated by the political upheaval in the 
country. 

Prudent investors should 
be assessing their 
investment portfolios with 
their financial advisors on 
an annual basis at least. 

Discussions should be had in terms of one’s 
overall investment portfolio and whether 
one’s offshore exposure is sufficient from a 

in ‘long term investing’, and this is mostly 
true, however it’s the ‘short term business’ 
actions which are often the source of poor 
investment returns.   The fund management 
industry is constantly evolving, and the 
investment plan put in place with the adviser 
needs to keep up with this change.  It makes 
sense then to diversify your fund selection 
risk through the use of a number of highly 
rated funds which can work together in a 
client portfolio.  This way if one of the funds 
has a poor outcome, it affects only a small 
portion of the client portfolio.

As South African investors we are fortunate 
to have access to world class fund 
managers following robust investment 
processes in a competitive environment. 
With the abundance of quality funds 
available, you could argue that a portfolio 
consisting of a single fund could deliver 
on all your investment goals. This isn’t 
necessarily an incorrect assumption. 
However, it is probably a less than optimal 
one. 

A key outcome of the adviser-investor 
relationship is the development of an 

investment plan. This then needs to be 
implemented, and this step is littered with 
pitfalls which need to be avoided for 
investors to successfully achieve their 
savings goals. 

Firstly, the fund universe is vast, and it is 
difficult to narrow down the list of funds to 
the single fund which can achieve these 
savings goals over time. That said, even 
highly regarded fund managers can get it 
wrong. The fund industry is dynamic and 
what was stable and certain in the past may 
not be so in the future. We are told to believe 

WHY USE MULTIPLE FUNDS  
FOR AN INVESTMENT PORTFOLIO?
COMMENTARY BY PETER FOSTER, FUNDHOUSE 
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The second reason is simply that individual 
investment needs are not uniform.  Investor 
X may have very different needs to Investor 
Y and as such need a different portfolio.  
Fund managers typically manage to the 
‘average investor’, but this does not allow 
for customisation at the advice level.  
Without this customisation, investors may 
forego diversification, risk management 
and ultimately investment returns.  Through 
a portfolio which allocates to various 
strategies, for example, local equities, 
property and offshore, the adviser is able 
to customise a portfolio to suit a particular 
need, such as a client in retirement drawing 
income, or someone needing to preserve 
retirement savings.  An example of the 
types of strategies which can be 
constructed in this way is shown below: 

Lastly, and by far the largest impediment 
on investment returns, is the behavioural 
biases which all investors have built into 
their DNA.  There are numerous biases, 
for example the tendency to sell out of a 
fund when it is underperforming, and invest 
into the one which is performing.  This gives 
us a positive psychological (and false) 
comfort, and typically results in investors 
realising losses and compounding this 
loss by buying future underperformers.  
The use of multiple, complementary funds 
can mitigate against this behavioural bias, 
as individual fund losses are muted within 
a broader portfolio, allowing the investor 
to ride out this period of poor performance.  
The level of this loss which can be mitigated 
is up to 4% per year!

We refer to these blended, multiple fund portfolios as ‘model portfolios’. Model portfolios 
should be seen as a way to implement the advice plan and complement the advice process 
within a single, managed strategy, as summarised below:

As managed investment solutions, model 
portfolios are constantly being monitored 
to ensure that the intended strategy is 
being implemented according to the 
investment plan set with the adviser. If the 
model portfolio deviates from the strategy, 
decisions are taken to bring the portfolio 
back in line. Investment strategies are 
constantly tested against current market 
sentiment to enhance investment 
outcomes. Ongoing review of the 
underlying fund managers are performed 
to ensure funds used in the model are 
being managed according to a consistent, 
robust and trusted process. Model portfolio 

management is not intended to replace 
the fund manager. Rather, they are 
designed to serve the needs of the client 
through diversification, specialisation and 
management of client investments.Income

Capital preservation

Conservative assets

Growth for retirement

Mixture of high and low 
risk assets

Balanced

Income in retirement

Diversified mix of growth 
and income investments

Living Annuity

Growth assets like equity, 
property and offshore 

High levels of capital 
return

Long Term Growth

Financial 
Planning

Financial needs 
analysis

• Overall Portfolio Strategy
• Risk & Return Requirements
• Time Horizon
• Tax Considerations

• Market Research
• Manager Research
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• Delivers Investment 
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Investment 
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Investment 
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Learn to fluency the big 
multidisciplinary ideas of the 
world and use them regularly. 
What I noted since the really big ideas carry 
95% of the freight, it wasn’t at all hard for 
me to pick up all the big ideas from all the 
big disciplines and make them a standard 
part of my mental routines. Once you have 
the ideas, of course, they are no good if you 
don’t practice — if you don’t practice you 
lose it.

So I went through life constantly practicing 
this model of the multidisciplinary approach. 
Well, I can’t tell you what that’s done for me. 
It’s made life more fun, it’s made me more 
constructive, it’s made me more helpful to 
others, it’s made me enormously rich, you 
name it, that attitude really helps.

Now there are dangers there, because it 
works so well, that if you do it, you will 
frequently find you are sitting in the presence 
of some other expert, maybe even an expert 
that’s superior to you, supervising you. And 
you will know more than he does about his 
own specialty, a lot more. You will see the 
correct answer when he’s missed it.

It doesn’t help you just to know them enough 
just so you can give them back on an exam 

In 2007, Charlie Munger gave the 
commencement address at USC Law 
School, opening his speech by saying, 

“Well, no doubt many 
of you are wondering 
why the speaker is so 
old. Well, the answer is 
obvious: He hasn’t died 
yet.”

Fortunately for us, Munger has kept on 
ticking. The commencement speech is an 
excellent response to the Big Question: 
How do we live a life that really works? It 
has so many of Munger’s core ideas that 
we think the speech represents the Munger 
Operating System for life.

To get what you want, 
deserve what you want. 
Trust, success, and 
admiration are earned. 
It’s such a simple idea. It’s the golden rule 
so to speak: You want to deliver to the 
world what you would buy if you were on 
the other end. There is no ethos, in my 
opinion, that is better for any lawyer or any 
other person to have. By and large the 
people who have this ethos win in life and 

they don’t win just money, not just honors. 
They win the respect, the deserved trust of 
the people they deal with, and there is huge 
pleasure in life to be obtained from getting 
deserved trust.

Learn to love and admire the 
right people, live or dead.

A second idea that I got very early was that 
there is no love that’s so right as admiration-
based love, and that love should include 
the instructive dead. Somehow, I got that 
idea and I lived with it all my life; and it’s 
been very, very useful to me.

Acquiring wisdom is a moral 
duty as well as a practical 
one. 
And there’s a corollary to that proposition 
which is very important. It means that you’re 
hooked for lifetime learning, and without 
lifetime learning you people are not going 
to do very well. You are not going to get very 
far in life based on what you already know. 
You’re going to advance in life by what you’re 
going to learn after you leave here…if 
civilization can progress only when it invents 
the method of invention, you can progress 
only when you learn the method of learning.
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of cancer — self-pity is not going to improve 
the situation. Just give yourself one of those 
cards.

It’s a ridiculous way to behave, and when 
you avoid it you get a great advantage over 
everybody else, almost everybody else, 
because self-pity is a standard condition 
and yet you can train yourself out of it.

And of course self-serving bias, you want 
to get that out of yourself; thinking that what’s 
good for you is good for the wider civilization 
and rationalizing all these ridiculous 
conclusions based on the subconscious 
tendency to serve one’s self.

At the same time, allow for 
the self-serving bias in others 
who haven’t removed it.
You also have to allow for the self-serving 
bias of everybody else, because most 
people are not going to remove it all that 
successfully, the human condition being 
what it is. If you don’t allow for self-serving 
bias in your conduct, again you’re a fool.
I watched the brilliant Harvard Law School 
trained general counsel of Salomon lose his 
career, and what he did was when the CEO 
became aware that some underling had 
done something wrong, the general counsel 
said, “Gee, we don’t have any legal duty to 
report this but I think it’s what we should do 
it’s our moral duty.”

Of course, the general counsel was totally 
correct but of course it didn’t work; it was a 
very unpleasant thing for the CEO to do and 
he put it off and put it off and of course 
everything eroded into a major scandal and 
down went the CEO and the general counsel 
with him.

The correct answer in situations like that 
was given by Ben Franklin, he said, 

“If you want to persuade, 
appeal to interest not to 
reason.” 

The self-serving bias is so extreme. If the 
general counsel had said, “Look this is going 
to erupt, it’s something that will destroy you, 
take away your money, take away your 
status…it’s a perfect disaster,” it would have 
worked!

and get an A. You have to learn these 
things in such a way that they’re in a mental 
latticework in your head and you 
automatically use them for the rest of your 
life.

Learn to think through 
problems backwards as well 
as forward.
The way complex adaptive systems work 
and the way mental constructs work, 
problems frequently get easier and I would 
even say usually are easier to solve if you 
turn around in reverse.

In other words if you want to help India, 
the question you should ask is not “how 
can I help India?”, you think “what’s doing 
the worst damage in India? What would 
automatically do the worst damage and 
how do I avoid it?” You’d think they are 
logically the same thing, but they’re not. 

Those of you who have 
mastered algebra know 
that inversion frequently 
will solve problems which 
nothing else will solve. 
And in life, unless you’re 
more gifted than Einstein, 
inversion will help you 
solve problems that you 
can’t solve in other ways.

Be reliable. Unreliability can 
cancel out the other virtues.

If you’re unreliable it doesn’t matter what 
your virtues are, you’re going to crater 
immediately. So doing what you have 
faithfully engaged to do should be an 
automatic part of your conduct. You want 
to avoid sloth and unreliability.

Avoid intense ideologies. 
Always consider the other 
side as carefully as your 
own.
Another thing I think should be avoided is 
extremely intense ideology, because it 
cabbages up one’s mind. You’ve seen that. 
You see a lot of it on TV, you know preachers 
for instance, they’ve all got different ideas 
about theology and a lot of them have 

minds that are made of cabbage.

But that can happen with political ideology. 
And if you’re young it’s easy to drift into 
loyalties and when you announce that you’re 
a loyal member and you start shouting the 
orthodox ideology out what you’re doing is 
pounding it in, pounding it in, and you’re 
gradually ruining your mind. So you want to 
be very careful with this ideology. It’s a big 
danger.

In my mind I have a little example I use 
whenever I think about ideology, and it’s 
these Scandinavian canoeists who 
succeeded in taming all the rapids of 
Scandinavia and they thought they would 
tackle the whirlpools in the Grand Rapids 
here in the United States. The death rate 
was 100%. A big whirlpool is not something 
you want to go into and I think the same is 
true about a really deep ideology.

I have what I call an iron prescription that 
helps me keep sane when I naturally drift 
toward preferring one ideology over another. 
And that is I say “I’m not entitled to have an 
opinion on this subject unless I can state 
the arguments against my position better 
than the people do who are supporting it. I 
think that only when I reach that stage am 
I qualified to speak.” Now you can say that’s 
too much of an iron discipline...it’s not too 
much of an iron discipline. It’s not even that 
hard to do.

Get rid of self-serving bias, 
envy, resentment, and self-
pity. 
Generally speaking, envy, resentment, 
revenge and self-pity are disastrous modes 
of thought. Self-pity gets pretty close to 
paranoia, and paranoia is one of the very 
hardest things to reverse. You do not want 
to drift into self-pity.

I have a friend who carried a big stack of 
index cards about this thick, and when 
somebody would make a comment that 
reflected self-pity, he would take out one of 
the cards, take the top one off the stack and 
hand it to the person, and the card said, 
“Your story has touched my heart, never 
have I heard of anyone with as many 
misfortunes as you”. Well, you can say that’s 
waggery, but I suggest that every time you 
find you’re drifting into self-pity, I don’t care 
what the cause — your child could be dying 
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Use setbacks in life as an 
opportunity to become a 
bigger and better person. 
Don’t wallow.

Another thing of course is life will have 
terrible blows, horrible blows, unfair blows, 
doesn’t matter. And some people recover 
and others don’t. And there I think the 
attitude of Epictetus is the best. He thought 
that every mischance in life was an 
opportunity to behave well, every mischance 
in life was an opportunity to learn something, 
and your duty was not to be submerged in 
self-pity but to utilize the terrible blow in a 
constructive fashion. That is a very good 
idea.

The highest reach of 
civilization is a seamless 
system of trust among all 
parties concerned. 
The last idea that I want to give you as you 
go out into a profession that frequently puts 
a lot of procedure and a lot of precautions 
and a lot of mumbo jumbo into what it does, 
this is not the highest form which civilization 
can reach. The highest form which 
civilization can reach is a seamless web of 
deserved trust. Not much procedure, just 
totally reliable people correctly trusting one 
another. That’s the way an operating room 
works at the Mayo Clinic.

If a bunch of lawyers were to introduce a lot 
of process, the patients would all die. So 
never forget when you’re a lawyer that you 
may be rewarded for selling this stuff but 
you don’t have to buy it. In your own life what 
you want is a seamless web of deserved 
trust. And if your proposed marriage contract 
has 47 pages, my suggestion is do not enter.

Avoid being part of a system 
with perverse incentives.
Incentives are too powerful a controller of 
human cognition and human behavior, and 
one of the things you are going to find in 
some modern law firms is billable hour 
quotas. I could not have lived under a 
billable hour quota of $2,400 a year. That 
would have caused serious problems for 
me — I wouldn’t have done it and I don’t 
have a solution for you for that. You’ll have 
to figure it out for yourself but it’s a 
significant problem.

Work with and under people 
you admire, and avoid the 
inverse when at all possible.
And that requires some talent. The way I 
solved that is, I figured out the people I did 
admire and I maneuvered cleverly without 
criticizing anybody, so I was working 
entirely under people I admired. And a lot 
of law firms will permit that if you’re shrewd 
enough to work it out. And your outcome 
in life will be way more satisfactory and 
way better if you work under people you 
really admire. The alternative is not a good 
idea.

Learn to maintain your 
objectivity, especially when 
it’s hardest.
Well we all remember that Darwin paid 
special attention to disconfirming evidence 
particularly when it disconfirmed something 
he believed and loved. Well, objectivity 
maintenance routines are totally required 
in life if you’re going to be a correct thinker. 

And there we’re talking about Darwin’s 
attitude, his special attention to 
disconfirming evidence, and also to 
checklist routines. Checklist routines avoid 
a lot of errors. You should have all this 
elementary wisdom and then you should 
go through and have a checklist in order 
to use it. There is no other procedure that 
will work as well.

Concentrate experience 
and power into the hands of 
the right people – the wise 
learning machines. 
I think the game of life in many respects is 
getting a lot of practice into the hands of 
the people that have the most aptitude to 
learn and the most tendency to be learning 

machines. And if you want the very highest 
reaches of human civilization that’s where 
you have to go.

You do not want to choose a brain surgeon 
for your child among fifty applicants all of 
them just take turns during the procedure. 
You don’t want your airplanes designed that 
way. You don’t want your Berkshire 
Hathaways run that way. You want to get 
the power into the right people.

You’ll be most successful 
where you’re most intensely 
interested.
Another thing that I found is an intense 
interest of the subject is indispensable if 
you are really going to excel. I could force 
myself to be fairly good in a lot of things, 
but I couldn’t be really good in anything 
where I didn’t have an intense interest. So 
to some extent, you’re going to have to follow 
me. If at all feasible you want to drift into 
doing something in which you really have 
a natural interest.

Learn the all-important 
concept of assiduity: Sit down 
and do it until it’s done.
Two partners that I chose for one little phase 
of my life had the following rule: They created 
a little design/build construction team, and 
they sat down and said, two-man 
partnership, divide everything equally, here’s 
the rule; “Whenever we’re behind in our 
commitments to other people, we will both 
work 14 hours a day until we’re caught up.”
Well, needless to say, that firm didn’t fail. 
The people died rich. It’s such a simple idea.
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