
Value Investing: A Roadmap to Riches 

I am occasionally asked,  “Wes, what is your investment philosophy?”.  That is an easy question 
to answer since the only investment philosophy that stands up to any intellectual scrutiny is 
value investing. Value investing has been my guiding light since I started discretionary money 
management back in the early 2000's, over 17 years ago—and the proof is in the pudding.  Our 
value basket has outperformed its index in every time frame for 1 year, 3 year, 5 year, 10 year 
and since inception to December 31, 2019.  The performance numbers only go back to 
September 2004, (to when we have independent, confirmed numbers) but value investing was 
our philosophy prior to that.  So what is “value investing” and why isn't everyone doing it? 

In today’s article, I am going to give a brief overview of what value investing.  In future articles, I 
will discuss my mentors ideas from Benjamin Graham, Seth Klarman, Sir John Templeton, Ray 
Dallio, Howard Marks, Warren Buffet and Charlie Munger. These great investors have laid the 
foundation for our methodology in assessing securities. They have all also recognized that there 
is much more to it than just the numbers. Personality and emotions are contributing factors to 
whether someone will be a successful value investor. 

Four principles of finding value are: 

1) Margin of Safety 
2) Patience 
3) Understanding the manic depressive aspects of the market 
4) Don’t Lose Money 

There are other sub categories, but these four can capture most of them under their umbrella.  

Margin of safety is a key concept and Seth Klarman's investment book is titled after. Seth’s book 
is now worth $1,500.00 the last I checked since there was only one edition of 5,000 copies 
printed back in 1991.   The meaning of margin of safety is to calculate the intrinsic value of a 
security and buy that security when it is trading a discount to that intrinsic value. 

Patience is another value investing tenet that is central to being successful.  There is an 
unlimited amount of information being produced and it is growing exponentially.  The Buffet 
analogy is that investments are constantly being pitched to us. The great thing is that if we don't 
have to swing, we can't be struck out.  So wait for the perfect pitch to come along before 
committing. 

 Investors need to view downturns as opportunities. As Ben Graham puts it Mr. Market displays 
bipolar attributes. He can be irrationally exuberant or unnecessarily glum. The market is usually 
efficient, but during times when Mr. Market is being unusually greedy or fearful, a rational 
person can take advantage of his emotions. 

“Don't lose money” is something that we must always be mindful of.  There will always be 
fluctuations in the prices of securities, but avoiding permanent losses has to be the cornerstone 
of a long term portfolio.  This can be achieved by diversification.  Diversification can mean by 
asset class, investing in various geographies and owning securities in different industries.  Also 



know the companies you own so that when the inevitable downturns do occur, you are 
comfortable buying more if nothing has fundamentally changed.  

 Value investing is a simple concept and appeals to our common sense. Implementing it is a 
much more difficult.  Analysis must be done so an investor can remain confident in their 
decisions during downturns-- and this takes work. Yet, often times it is not the research that is 
the undoing of investors, but it is patience and emotions.  It is hard to stay stoic when everyone 
around us seems to be overreacting.  We are going through such a time now and we can't let 
emotional Mr. Market get us caught up in his orbit. 

I hope to see you soon! 

Wes 
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