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On October 21, a group of 22 Villanova students and faculty, in- e Did Greed Save the U.S.A?

cluding undergraduate Equity Society members and VSB MSF students,

flew over the patchwork fields outside of Omaha, Nebraska on our pilgrimage to visit the Oracle himself. We woke
up early on Friday, October 22, to tour the Nebraska Furniture Mart and to learn about its business model. Bob Batt,
whose grandmother founded the store, proudly showed us the unbelievable selection of recliners and an electronics
section four times the size of the average Best Buy. We noted a sign above the showroom floor that read, “Sell
Cheap and Tell the Truth”, hinting at the types of companies that Warren Buffett searches for. Even from the short
tour of one of Berkshire’s subsidiaries, we could sense the commitment to success that Warren Buffett inspires.

Our next stop was Kiewit
Plaza, where Warren Buffett has
worked for over 50 years. Aside
from Villanova, the University of
California-San Diego, the Univer-
sity of Illinois, the University of
Nebraska at Omaha, Pepperdine
University, the University of Wis-
consin, the University of South
Dakota, and the University of
Denver were represented. 120
students waited anxiously, shift-
ing in their suits, eyes on the Villanova University students and faculty with Warren Buffett in Omaha, NE.
door. Suddenly, the room erupted in
applause. Mr. Buffett waved, smiled, and proceeded to the front of the room with a noticeable spring in his step. He
opened by testing the microphone, “One million, two million, three million...” The crowd laughed and he chuckled
at his own joke. Next he said, “We have Coke in the back for everyone, right? We own 8% of the Coca-Cola Com-
pany, so even if you don’t drink it, just open it and pour it on your neighbor or something.” We could tell that all the
rumors we had heard about Warren Buffett’s cheery disposition were true. And, despite his standing as the third rich-
est man in the world, he truly is down-to-earth.

Mr. Buffett opened up the floor for questions, rotating around from school to school. He prefaced the session
by saying that nothing was off limits, we could ask about markets, investing, personal life, or philanthropy. On the
state of the economy today, Mr. Buffett strongly emphasized the need to increase taxes on the most wealthy. He said
that the 400 people with the highest incomes have about $1.4 trillion annually that is only being taxed about 16%.

He even critiqued his own tax rate, saying that it seems that “the rising tide lifts all yachts” and that the “rowboats”
of the US are being neglected. When asked about potential investments, Buffett stressed the importance of the man-
agement team. He said that he tries to determine whether the person leading the company loves the business or loves
the money. Buffett said, “I tap dance to work because I get to paint my own painting.” He searches for management
and employees that feel the same way about their work. Buffett used See’s Candy and GEICO employees as an ex-
ample of positive attitudes making a good company into a great company. Buffett also spoke about the importance of
relationships. A recurring theme was the focus on his first wife, Susan. He said that his father formed the type of per-
son he is today, but his wife was the one that “straightened him out”. When asked, “What is the most




important decision you’ve made?” He answered immediately, “The person you marry.” Continuing with the dis-

cussion of family, he mentioned that it is essential to remain a hero to your children. “My dad was my hero,” he

said. “I still think about what he would do.” Along with his wife and father, Buffett mentioned Benjamin Graham

and Charlie Munger as people that have influenced him along the way. Benjamin Graham taught Buffett, and

wrote The Intelligent Investor, a book that Buffett still regards as the best book on investment. Charlie Munger, his

business partner and friend for 51 years, has constantly challenged him and has helped Berkshire Hathaway pro-

gress. Munger’s biggest contribution: pushing Buffett to pay

more for businesses that. have exceptional potentia1: . il t a p dance t o WO

The other questions served as a means of giving us .
advice for our own careers. Buffett said that if he were in our ~ because I get to paint my own
shoes, he would do everything he could to “get ahead of the p a i ntin g . 0
game”. Buffett acknowledged that times today are different
and that we have to search for opportunities differently than he
had to, but overall he is “very optimistic about the future”. Beyond working hard to recognize opportunities, Buf-
fett told us that written and oral communication is immensely important to our potential success. He recognized
that he had trouble with speaking in front of audiences early on, and took classes to force himself to fix it. He also
asked us to imagine that we could buy 10% of one of our classmates for the rest of their lives. Buffett advised us to
list the qualities that this person has and to try to make them our own. “Why not be like the person you’d buy 10%
of?”

Mr. Buffett wrapped up the Q&A session, telling us that we would be joining him for Iunch at Piccolo
Pete’s, one of his favorite restaurants. He then invited four students to ride in his car with him. Villanova chose
Anna Farbiszewska, Treasurer of Villanova Equity Society, to ride with Buffett. He drove his own Cadillac to the
restaurant, and Anna sat directly next to Mr. Buffett for lunch. Afterwards, Buffett spent about two hours posing
for pictures. We couldn’t believe that someone as high-profile as Warren Buffett would be so casual, traveling
without bodyguards or staff and asking us to pose pretending to take his wallet from him. After endless photo op-
portunities, we boarded the bus to our final stop.

We arrived at Borsheim’s Jewelry store and were greeted by Susan Jacques, who became president and
CEO of the Berkshire subsidiary in 1994. Ms. Jacques informed us about the diamond mine that was recently dis-
covered in her homeland of Zimbabwe, which is possibly
the largest mine in the world. Unfortunately the diamonds
are a source of violence and conflict. Ms. Jacques
proudly told us that Borsheim’s does not accept any dia-
monds from this mine and hopes to start a movement
from the retail level against injustice in Zimbabwe. Be-
sides Borsheim’s commitment to ethical behavior, Ms.
Jacques highlighted other ways that her store maintains a
. competitive advantage. Like the Nebraska Furniture
- Mart, Borsheim’s boasts incredible inventory and variety.
| The sheer size of the inventory allows Borsheim’s to of-
¢ fer lower prices. The combination of selection, low cost,
and dedicated management like Ms. Jacques allows Bor-
sheim’s to earn its place among the spectacular subsidiar-
ies of Berkshire Hathaway.

After browsing the jewelry store, the group of
Villanova students headed back to the airport for our
Warren Buffett protects his wallet travel back to the east coast. Regardless of our individual

interpretations of Buffett’s responses to questions, and
despite our varying opinions on the Nebraska lifestyle, we all had one basic thought in common: Warren Buffett is
one of a kind. The Villanova Equity Society and the student managed funds program at Villanova gave us the op-
portunity to meet someone who is extraordinarily successful, dedicated to philanthropy, and full of wisdom that
can guide us through our professional and personal lives. When we asked him about his outlook for the future, he
spoke optimistically and said, “You can take my wealth and I’ll take your age.” Back at Villanova, we can all take
Buffett’s words and the example he has given us through his successful life as inspiration to constantly exceed ex-
pectations. Who knows—the next Oracle may be sitting among us.
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Whipkey Large Cap Whipkey Fund S&P 500
m October: 0.37% 3.35%
Perfo Ance Inception: -23.54% -18.63%
YTD: -8.38%% 7.84%
Sector Weighting
Portfolio Information:
No. of Stocks : 5 Tech, 6%
Long Positions: $ 16,663.55 Energy, 8%
Cash: $ 59,798.46
Fund Value : $ 76,462.01
By: Thomas Kelly
Portfolio Manager
. Fund Performance:
Haley Mid-Cap Haley Fund S&P 500
Performance October: 0.21% 3.35%
Inception: -10.77% -11.20%
YTD: -5.89% 7.84%
Sector Weighting
Portfolio Information: Healthcare,
No. of Stocks : 2 Financial, 5.329 0.21%
Long Positions: $ 4,935.61
Cash: $ 84,296.50
Fund Value : $89,232.11

By: Derek Glynn
Portfolio Manager




Did Greed Save the U.S.A?
Mario R. Masrieh

Gordon Gekko, played by Michael Douglas, once said: “Greed, for lack of a better word, is good. Greed is
right. Greed works. Greed clarifies, cuts through, and captures, the essence of the evolutionary spirit. Greed, in all
of its forms; greed for life, for money, for love, knowledge, has marked the upward surge of mankind and greed,
you mark my words, will not only save Teldar Paper, but that other malfunctioning corporation called the U.S.A.”
Greed may have saved Teldar Paper, but it certainly did not save the U.S.A. In fact greed, or the pursuit of higher
returns led to the worst economic shock since the Great Depression. In his September Investment Outlook, Bill
Gross, founder and co-Chief Investment Officer of PIMCO, briefly discussed the important psychological shift fol-
lowing the Depression. He said that investors became concerned about the “importance of a return of their money
as opposed to a return on their money.” Investors forgot this lesson, as evident in the run up to the 2007 subprime
crisis. Blinded by greed, investors assumed the return of their money regardless of the investment vehicle and asso-
ciated risks. Focus was solely on how high return on one’s money would be.

The level of risk should be the determinate of returns, and the former evaluated first. This is what occurred
following the Great Depression when the greatest risk, loss of principal, was considered in order to determine the
feasibility of investment. Investors must evaluate the risk of recapturing their principal, as it is the basis for deter-
mining the return on investment.

It is now clear that American financiers ignored the important relationship between risk and return. In fact,
the American public as a whole was greedy not only with its investments, but also with its decision to spend and not
save. In his book Freefall, Nobel-prize winning economist Joseph Stiglitz describes the American economic model
as “a debt-financed consumption binge.” Stiglitz’s observation is helpful in understanding how the entire economic
framework has ignored the return of one’s money. The recent consumption binge was largely financed by rising
home values, as Americans borrowed more and more through home equity loans, which grew by 549.2% from 1997
to 2007 (Joint Economic Committee, US Congress). Not only did
both Wall Street and Main Street ignore the clear differencebe- 1 . . . t he A mer | C
tween returns, but they also ignored history. hol d t 1

John Kenneth Galbraith, an economist renowned for his whole was greedy not only
study of speculative manias, observed, “The world of finance with its investments, but also
hglls the invention of the whe;el over and over again, oft.en in a with its decision to spen d and
slightly more unstable version. All financial innovation in- .
volves...the creation of debt.” Galbraith’s observation offers in- N O t sayve. 0]
sight into speculative manias from the holding companies of the
1920’s to the 1980’s junk bond boom to the recent widespread use of securitization. In summary, Americans forgot
the difference between the return of their principal investment and the return on their investment; additionally, fi-
nanciers hailed the use of securitization as a new method for diversifying away risk while maintaining high returns.

Lastly, with poor credit standards, lax government regulation, and a government directive under the Depart-
ment of Housing and Urban Development to increase homeownership, Main Street America leveraged itself
through mortgages and home equity loans to consume more than it saved. The warning signs were clear, but the
greed of bankers, politicians, and ordinary citizens fueled the explosive housing bubble.

What does all this mean? It means we were greedy. We wanted it all and were blinded by the greed. Gekko
was not wrong; greed can be a powerful tool. It can make companies more efficient, it can make individuals strive
to achieve greater things, but if taken one step too far greed can cause a world of trouble. It would be prudent for
Wall Street and Main Street to recall the lesson Mr. Gross provided us; return of one’s money is more important
than return on one’s money.

Special Thanks to:
Martha Duke, Rob Haderer, Amanda Leggio, Mario Masrieh, Thomas Kelly, Derek Glynn, Dr. Nawrocki, Prof.
Jablonski, Mark Thompson



