
Most mpotlnt ning 
Secnd Lenel Thinking ? It is not sutpsed to lse 

La, ounyona ube finds tay Mapnd 

Imerung. ke lononuus, is moke ast than suane 

- bas tball, you an 't cah heght, mearg 
the r cgauhing n the uw-o4Ld uon t maka a lays 

tal. It s almolt as hard to Ktash inught. 

In innting , 

t all ho keueptie Thinuig' -2d leval 

TA 2d sual tikea takes many things into c 

Uat the kange of licly hraz outomi ? 

owhih oukome do 4 bhin wwlt orusL? 

what's the pAobabili bhat am aifht? 

o what does he onsensw tin 

o Hod does u eepetalon te dfa som t 
cOnLenus ? 

o Hoo des the wlAnt puce Ro tha aset 

ompott uth tha cgnsensus wnew the utwz, 

and wth mine 

T te cansensus psycholagy tnat's inwtporalzd 

in the Auce tpo bullisln a lsearih 2P loeanih2 

o hat wl hwppen to the assets phice 4. tne 

COnsenms 
tuns ot o lae hight,and uat 4 

'om ugh* Connenianak 

BehanouR 

nconunloak 

&hauoul 

Ag god Aasultz 

Bad Aeults 

Avone 4. govd 
&esalts Famousrale otomes 

wuoualble 

elo any. ALalL 



Most Tnpostant ng 
udtistanding Aaket hieney (d smdawons) 
Ttosg. ree ia no dpHEinve lvehuan tneb 

DV 
&pAaidue, out in p4acue hae is Yoa Bessa Yoa 

TOLat te matket. you mut old an iodo synaalle 
ot WDm- ementus uiew 

Who doesn't _kmd that 2 

Pokea u enong ame. thae s a hah T4 youha payed 
A munuks and hanen 't Aquaed out wo the fish 

is ten it's ynu." The same is ue o ineuent 

maket inneung. 
Eeny is uskat kayess ul a " relouttaloa psenumpun 

something tnat Should le phesumed tw Le aue 

unlil eneone psoves othekuise. 

-wh shauld a dsasgain auist dspile tha presene 

hausands a inuestois uv ase heddy to oa up the 

hea ue anytnoa ha 's top cheap. 

I he retun appCass o enesous in piopoitont 
the hu, mght you eouerlovking kme. hdden suk 

Do you hlally know moe alsout he asset than the 

keler does 

I n a ghat raponton, uhy hasn't sommeone 

A mpped it p? 

why houd the Belln ok bhe asset le uilling to 

part wuth t at a pauce fpom whh t uil qua 

yo an luessine Aehsn ? 

ERRuent maket laelienung profpos mho doesnt uk p a 

Vsp 1o l sine i4 t wee hue, somesa uonlA hane pika 
V 



Most Iuepotlent hin 

3. Value Fo inuesing t lo reliably ucuespul, an 
accunal etimate ok inhunse walue is te indispensalble. 
Maring pouat 
Tsonetting an't go om fosesa, it udl top 

Hestein Mmenlum Ineslng ) 

Grouth abotut iugetung ies beluen Vauue uesrg 2 

Momentum Iunesing ,mote emphanis on polerhal haia 

har wsent amibules 

alboe PLLert 

Imetanert can k dovmes be conmpang 'i asak ale 

sqnandeed on money losing oeAalons i wwe 
aauuntons 
Be too fer ahead otime iu indistingvishalile fiom 

Koeng w 
An acuate opinion m xaluatin, loosel held Linndzd hdp 

strogy " > fa nore 
incomect 
2 essential ingseents fp proft ina declining mkt. 

You haue te haue a hoy vien on Irkunic aluue 

"hol tat mad Kongy eneugh to Le 

alela tw hang un & louy n as piiue dlectines 

3r4 You haue to Loe sight 



Most Inpoilant hing 

4. Felationship be tnten Price & valua 

Irwestnment scuess doesn 't me m "buging 
thing aoa things ", loutt rathes som "buyng hings 

My take BUTING GoDD THINGS vw£Lu" 

No assd clas oi inNtment has e listbeight 
wel" 

a u Aetwn. It's mly ahartine i its 

phaced right 
wel leought i h sold 

what the wmpany's wortu 
You can't nakea LareA out af Aougin n 
Resued selles and sUing to psced bugeas the re 

not arund ous the bime juat at on are occasims 

at the tremes o ouses & Loulollis. 
ina m a korued elle s he lest thing 

a wosld, Lcing a foies sellea is tthe wrst 
Tu keauves both: 

- Long tEm capital 
Stong psychotbgical seroaLes 

-Tuneing is a populasity onaest ad the mmest 

dangernu inig is w komy mething at tha peak 

a is popalarity At tat poist, allaooalale 
Aak and pinima are alxeady ataed into it 

pae, and no neR buyors ane let t emesge 

The apm ard most potentially phoktalole 
hing is to 9u homething unen no one ies t. 

6Men ime, ib popularilg, ard tns ik paue, an ml 
o ne way up 

TUe maket tai ternain Aananal longe tvan yu an 

hemain olnent - Jofn Mayrad Leynes 



MOst Impoiiant Tuung 
S. wndestandng i 

- Rick means mote things an happen than ull happen 
Sep nodeastanding Kisc Riskie 

investmaE 

ental 
2nd I 

KeLDg ng uhen risk s ugh 

Contholling Lice 3d wwai 

rangeno 
outiomas 
incudin 
ne posbi 

Loes 

Capal Mkt 

44 uusn 

Ris 

TAaditgnal) RiskieL imestuenk aAL hoe 
o Outonme a es etan 

Phobrbiilg diclauoution a 
Relns is unaa -Ksk PErmannt losc 

- Bisk ek koss can la minimized enen ohndameall 
weak aseet is eought ata lo-pnaah pice 
Conhinaion vA ahogane t failuse to wndessland ard 

aln A a + Bmall aduosse. lonelopment can 

Lee erouh to Aale hauo.. It can haPpen to anyone 
who dpesn't spend he ime and ehhott Aeaused 
t wndiland the es underlying his postolio 

Hoo do you meauR2 Aick 

t, is nothin Loct a. mallia f opimom 
2hd, andars p qmanlifiuakon & nm exinlet 

Te hulaun Axduu@n ikfenert kinds inuestrrerta 
and the aisk og Loss is ennely to indehinile,and 

twv varah uth hangia tmolilions, to the peinit 
o tord wathemaial pulaim. 

Risk is deceptive , Tmprobalele disaste -It 
an see saher tan it Aealy . 

The 



Tue MOLt Impotlaut Ti T 

s. Undedanding Rie 

Rick Cubgectine , Hidden 2 Unguartijalbe 
Alteanatina Histories: ould vaue untplded ont 

- In the short em, ih edaly hard ucxy idhnts 

t tell them sam ukllod inutoss 
An inuetment uotkd - boesn't mean it uaun't suk4 

&,viLe versa There'sa loig diktererne Koetuncen probalblity 
Paooakle things aik to happen 

and inpsobalala things happen-all te time. 

and nutiome 

Thal's one the_mort iupUant twngs gou n 
knoo alsout mmesbuent Pi 

Pro balolily iaibutin: TLtors aa2 seAuNd to 
make udgemars akd hutiuse enoh. To do ta, 

u iette on a erh Malue arond hi e 

twnk enenk are ikely to cdustee. Ts may be the 
MLan /Expected alue ban n aug. is lrpated to 

aPpen Modian Coutome mitn , me poccibilibies above 
and bekoi)or, 

oMde ( Sine most likely oubn) 
T6 Lope mibn kutua, it's not suKtuentte haue 

a enhal srqectation; ue hane to hane a sgnse 

the he posWla autzonnes ard theis 
Likelihood. We need a disshbin that desuilees 

all he possibilies. 

Pathea than enwmeating the molulslity of each 

obsennauon indinidually Landad eniatn 
pibuuns promde a omvement way to sum 



ie Most Imposlant u4 

s. Undeaslanding Ris 

hoalsiliiu, suh at a ew satutic 
Can you naything you haue to knn akut 

ha hape o tings to Cona 

he most common Loela- apeddiuhabutum Bell sAaped Distibutin 
caled osmal'JimiLrutnon. 

-Key undestanding sisennatti of opirien 
Risk 22aists only in tre unue and it's inpossR 

to knmo kos ruse what the funne holds 
Pooectioms 
and wl hec srmall change The poit is, people 

wwwallyerpet the huhue te le like he pat 

and wndéiestinale tne ponhalApa hange 

NOmll Dututbutn 

Xend o duste asmind hitoie norn 



Te Moct Inypotlant Tuing 

. Kecognizing Ri 

Ris eans uncestaint4 alsout uuhi autiome nll orcu 
altout 

ard the possilikly oss when e unjevraalbe one 
-Hiah ick mnes paimauly wuth high paices 

Ris tliorante is antithetial tD suuueefl iulig . 

Moxz hazahd sick bees Lalply qea can enue 

do. 

clinleL tw take mose hish-making tnem n 

pt Lous sap. 
Risk cAnnot lae eliminates, it just qais tsanalend 
and speead 

Risk-is gme myth a ome of bhe mest dangeaus 
ousneso Bisk nd a majn _conkiluei tp ay 

oustrle At the Lihema pendulun's upsuuing, 

the Aelie that the iisk is lno and that tne 
innemnant in quein AL suse to psaducee psoßits Pofits 
inoricales the heed and causesik membess to 

fonger an ien, uony and har dos, and instead 
to lsesalsout the ist miin oppoluniy 
In bhe mon ths and yeas lvading upto tre aisis, 
Re pariipank unid as much at they he 

poicdt entnz ap. 3o7 
Stpcks is Monoy mk 47. 

S Yaau Theany: s POMan 1o y. ThLaouy 67 
Sy.ALag ). 

Mo m 4).) Lorposale bond: 124. 
Stpcks: 1S Ri 

Venlne ap: 30. 



Tu Most Iuilant Tuina 

Rewjnizng Kik 
psokemfe inuestment aetusns today onms 

m e slarung point for the piaes. Rukless 
AaAe Asn't 4I. 

, its dloses to I/. 

Rean vc (2o /) 

Loues intes2st AalaTod 
5. ) MOe iz) sope Retuan parnt 

Rk ik 
Ri anesin is doun 

meas 

Etecated Ple Nasoo sredit 
SpLadk 

Undisciplinnd Imeston lahauou / heag ue 
leuerag/ song demand n imuestment vehicles 
all tpe 

It's ouly uen he trde qoeL oul that you find ot 

wo'sleen mummn4 nahedd 
- Poople wasty one estimate then ablily tw Alogniza 

Ais k wndsa estimate ubat t takes to anoid t; thu, 

hey accept nusL unlnungy ard n so doun4 

conilule to i neaugn 

Te hed is ong aloout Auk at last as oRten as 

Tmestnent kik Aends most where it is laast 

peueined, and vie vera 



The Most Iupostant ig 

6. Rece niig Kise 

Snaoy negakie opinuvn _can make it te liat 

Aishy thung, sine all eptimism kas en diinen out 

ot pue 
- Most investos think ualily , as DppoRd Pue, Is 

the deuiminant whetHhei soonetugs 
But hugh 4maliis assek an le Risky, and lpd 

ualily asih an le sat. ILs mt a mateL o 

te pue pad abremEevaled populas eprnun, 
then isn't just the souie of ln heluin potenval, 

Leat alo k_high usk 



THe Most uposlant Thiug 
Loss osg 

. Conholling Risk 

Nealue 
Risk 

Risk-the pestuloility of Ros -is not obsenable. 
what is obsernalola is s,and lou gerirall 
happen uhen isk ouides with negatine vens 

Homes n Califona ma 0 mag nt hane 
consuuon AlauuL hat mevld make em collape 
duning Lartnquakes. We ind out anky when dcu. 
Ri onAoe u invisilbe in goDd bmes lbt stil 
LseniaA, sinne quod hmes can o anly hum 
wnbp enad imes 

lorkraneks 

Portsolio Portfo 

Eeusn 
Bechmatk 

Benchmi 

Petusn Valvz AJdad 

Rsk 

(BETTER) 
Not al LOsriAs ae aaled 

Prudent hnne:ouwness uho 

ai inune k el goocd haung poleum in 

plare -LMan uhen these's no ne 
see Risk Risk anooane 

ERUAL 

Risk cmlhol 
&ettel 

hon 



He Mot Impostant wng 

8. Being aMertie to yeles Rle 
thngs uill phoua to loe cyical 
Rw 2 

Bma c the gicalest oPporlundues a ain/oss 

com wuhen ohes eople os�et kuloa. no. 
Basic asom p uliualita Human involuernent 

yeles ae Lolk LoeLting. and thein aenOa 4 

uot neigessauly dependent o erogemus Lentk. 

he worst Loans are madd at the Lest of the times 

Tfyou auild it, the ull tmne. Te you othea 

heap mwmey, the uile loossao, kuy an lauild 

often uithout disapline, and with oy negalne 

conseauennes. 

-GHcles uull nexea stop oCuiing 
-Te Lelag twet yciiali has been endes 

exempikies a uay tinking hased m the dangena 

psemise tat tis time, it' dikeseht" Thse 4 

wwords chold serire fea -and perhaps ggest an 

Dppunilg pa pioft-te anye uho urdasavds 

the pat and Knoos it Apeat. Thus, it's essenlial 

tthat yoe loe alole to AeLognae this Kom okesoi 

en aises 

Ignoin4 yles and exhapolalung rerds s one 

the mott dangous ungs an imesto an do. 



Te Most Inqottant ing 

9Anaeness te Pendulum: 
Inwestment makelk follow a pendullum-e S g 
betueen eupboia dpheuin 

wlealog tve ddinelopminh 2 obscesing ouA 
-ves,and thus, 

betuneen onehpaiue undaniced 

This oscilatun is me of the moet dependabla. 
faaures o he inwestmert umosld, and investos psyhal y 
Lems o bpend muuh mee bim at he ebema 

han t does at a 'haPrH medum" 
-Te ied/ Ra ayle is ousd by changing ahitudzs 

towwnds sik 
-Finane hioy hauy depondent uptn the 

asumpuon that inzslos ase aisk anesa. Keapy 
dpendaloly high kelusns pon auky inmetment 
Js an onymoion. Bt thee ae tims_uhen this 

caucal i gsed -when eope qt too comttalde 

wth su and hane aees ase inadegualk to 

cOmpenuale fpthe sk that's pkesent 

Main IgLS in inmeng ii tuo 

Risk o Losing mone 
2 rmasing oppatunily 
It's posilska to eliminalk Lther ene, lsut not both. 

In an deak uonld, innetors uould balanne 2 

ones. But Bram ima tw tima, at the extenmus 

tha pendukwm 's kuwng, one n ha ohei 

pArdomnols. 



he Moxt npos{ant Thng 

9. Awahnus the Pendulwm 
3stase a bu market 
swhen a few foimard-Lovrkig rcople oain 

to eliene wings ul gat letee 
o 2hd 2 wnen most nneslrs aealig i onenen u 

alually taking place. 
3hd When eueyme umdndes thngs mulL qett 
Loe forena 

'What the wule man does n te lzinnig , the hoo 
oes n he end' 

3 stages oR a ear market : 

twhen gusta thoughthil innaloss 
lognize thal depite the paenaulng loullishnes, 
wnas wan t alays lo Aay. 
2d 2d when most inuoulos Alaniye things ara 

Aetanorating 
3d 3 When enOeyone 's inues thin48 Can owky 
twose 

-Mano bolam ocn mhen eweryone pges 
thal e ue also mes in. Those aae the time 
weie hpA. 
SwnA oak som the exheve Le perdulum 
is waly moté Aapd and tu takes mweh loss 
Urne han he runing lv he eheme, "The aM 
4o ous he allovn muwh 4raen wn it menl n 



The Most mpoglant ng 

9. Auasols o the Penduluwm 
Juut ike the osillaun of the yeles,ue neuaknpa-

how as the pen Juluwm uill Buung in uts ase, 

hat might ause he sming to stop & n kak , 
when tu sessal ull ocun, or 

o.ho faa t l tuhn buuing in tine opposte direkin 
Tose uho wndesstond te penduluum 'slarhauiau can 

Sænehit onomus 



Te Moct Impozlant ning 

. Cmbating Neaatine Genues 
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