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Charles Helman Lea once said, “It will generally be admitted that the true test of all books is the influence they have

upon the lives and conduct of their readers.” We hope our book passes this test, exerting a lasting influence on you.












Rebuttal.

Munger on Buffett

think there’s some mythology in the idea
that I've been this great enlightener of

Warren. He hasn’t needed much enlightenment. I frankly
think I get more credit than I deserve. It is true that Warren had a
touch of brain block from working under Ben Graham and making
a ton of money. It’s hard to switch from something that’s worked
so well. Bur if Charlie Munger had never lived, the Buffett record
would still be pretty much what it is.

[t’s hard to believe that he’s getting better with each passing
year. [t won’t go on forever, but Warren is actually improving.
[t’s remarkable: Most men in their seventies are not improving,
but Warren is. Berkshire is drowning in money—we have great
businesses pounding out money. When Warren is gone, the
acquisition side of Berkshire will not do as well, but the rest will do
well. And the acquisition side will do just fine.

[ think the top guy won't be as smart as Warren. But it’s silly to
complain, “What kind of world is this that gives me Warren Buffett
for forty years and then some bastard comes along who’s worse?”

Chirler T Jpwingin



mbark on an extraordinary
etter investing and decision

 arrive at a better understanding of life as
peeches, and writings of Charlie Munger—this
Franklin. Charlie’s unique worldview, what he
ach, is a self-developed model for clear and simple
dels are anything but simplistic. Notice how well
f time: The earliest talk in this collection is almost
levant today as the day he first delivered it. As you
bservations and conclusions are based on fundamental
ore principles from a wide range of disciplines.






















Charlie with wife Nancy aboard their catamaran, the Channel Cat, off the Santa Barbara coast.
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old Age isa

well-spent li ﬁ
preceding it.”

Charlie Munger on the Sacramento River, 2005

Poor Charlie’s Almanack

and Franklin by communicating much thar tells others what they should think and
how they should behave. And his words are often made more acceptable through

use of insightful humor.

This highly unusual case, I think, should not cause all others to push so hard
as Buffett does to follow almost every prescription of Cicero. In the modern
world, with its increased wealth and longevity, a great many people live into gross
impairment, and others while still in great condition are forced away from high
worldly power when they have much life ahead of them. Therefore, some cheerful,
non-Buffett-like adjustment to a reduced worldly role is usually sensible for the old.
And, finally, it is wise for most didactic people to heed the warning, timed to George
Bernard Shaw's death, that the world rewards gadflies, but only a few, with those

usually chosen because, like Shaw, they tempered moralicy with wit.




























Celebrating their forty-fifth wedding anniversary with the family in August 2001 in Kent, England.

Chapter One: A Portrait of Charles T. Munger 47









































































































2005 © www.AlanLevenson.com

82  Poor Charlie's Almanack
























































































































































































Chapter Three: Mungerisms: Charlie Unscripted 143















































































































































































































































































































































































































































































Talk Four: Practical Thought About Practical Thought? 297


















































































































Talk Six: Investment Practices of Leading Charitable Foundations 335












“Nothing to Add” Number Five

We continue with this question on the subject of performing arts:
Question: “Do vou play the piano?”

Answer: “I don't know. I've never tried.”
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“Nothing to Add” Number Seven

Carlo “Charles” Ponzi
(1882-1949)

Here is a question that arose concerning the content of Talk Nine:
Question: “You once said you left ‘Mystery Defect Number Ten’ out of your UCSB talk. What was it?”

Answer: “Oh, yes. | should have included it, but I didnt, and I think we should just leave it as it was
delivered. The tenth defect is what I call ‘Not Enough Attention to the Effects of Embedded Ponzi Schemes at

the Microeconomic Level.” "This is easily demonstrated by the unfunded pension plans at the major law firms

where a clear and enormous potential future impact goes unnoticed—and blissfully ignored.”
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Charles T. Munger—Chronology

1924 Charles Thomas Munger born January 1 in Omaha, Nebraska, to Al
and Toody Munger.

1941-42  Charlie attends the University of Michigan as a math major, Does
not graduate,

1943 Charlie joins the U.S. Army Air Corps and serves as a meteorological
officer.

1943-44  While serving in the Army Air Corps, Charlie attends the California
Institute of Technology in Pasadena, Californid.

1946 Charlie marries Naney Huggins.

1948 Charlie graduates from Harvard Law School, magna cum laude. He
begins practicing law in Los Angeles at Wright & Garrett, which
later became Musick Peeler & Garrerr.

1949 Charlie admitted to the California Bar.

1950 Charlie builds a relationship with Ed Hoskins and eventually
joins him in ownership and operation of Transformer Engineers
Company.

1953 Charlic and Nancy Huggins divorce.

1955 Charlie’s son Teddy dies of leukemia.

1956 Charlie marrics Nancy Barry Borthwick, his wife of forty-nine years,

1959 Warren Buffert and Charlie meet at a dinner in Omaha hosted by
children of their mutual friend Dr. Edwin Davis.

1960 Charlie demolishes a family mansion on two lots in the Hancock

Park area of Los Angeles. He sells one lot to finance the project and
moves his family into a house he builds on the other lot.

1961 Charlie and partner Ed Hoskins sell Transformer Engineers
Company. Ortis Booth and Charlie begin their first real estate:
development.

1962 On February 1, Wheeler, Munger & Company, a limited
partnership, is established in Los Angeles, with Charlie and Jack
Whecler as partners. The law firm of Munger, Tolles is launched
with seven attorneys, including Roy Tolles, Roderick Hills, who
later became chairman of the SEC, and his wife, Carla Anderson
Hills, who among other top government posts, became U.S.

Trade Representative. Warren starts buying shares in Berkshire
Hathaway, later acquiring control of the beleaguered New Bedford,
Massachusetts, textile manufacrurer.

1965 Charlie steps down as an active member of Munger, Tolles & Olson,
ceasing his practice of law. Charlie, Warren, and Rick Guerin begin
buving shares in Blue Chip Stamps. Warren accumulates enough
shares of Berkshire to take control of the company.

1967 Charlie and Warren go to New York to buy Associated Cotron Shops.
Warren has earlier acquired National Indemnity Company and
National Fire and Marine Insurance Company for $8.6 million.

1968 Warren convenes a group of friends and fellow investors, including
Charlie, to travel to Coronado, California, to meet with Benjamin
Graham and discuss the flagging stock marketWarren starts to
liquidate Berkshire’s assets and restructure it as a holding company.

1969 Charlie and Warren provide financial and legal support for the
appeal to the California Supreme Court of Dr. Belous, a physician
who referred a patient to an abortion clinic. Charlie becomes a
trustee of Harvard School in Los Angeles, which later merged with

1972

1973

1974

1975

1976

1977

1978

1979
1980

1983
1984
1985

1956

1987

Westlake School. The one-hundred-member Buffert Partnership is
terminated at the end of the year. Investors had multiple choices—
take cash, take shares in Berkshire, or follow Warren's recommendation
to invest in the Sequoia Fund. Previously, Berkshire has purchased
the Illinois National Bank.

Through Blue Chip Stamps, Warren and Charlie buy See's Candy for
$25 million. Rick Guerin and Charlie acquire controlling interest in
the New America Fund.

Berkshire's Omaha Sun newspaper, under the direction of Stan Lipsey,
wins a Puliezer Prize for its exposé of Boys Town.

Berkshire begins investing in The Washingron Post Company,
becoming the largest sharcholder outside the family of Katharine
Graham.

Charlie becomes chairman of the board of Harvard School, serving
until 1979. Warren and Charlie buy Wesco Financial, the parent
company of a Pasadena savings and loan association,

Charlie steps down as head of Wheeler, Munger & Company, and the
partnership is liquidated in 1976. lts compounded annual growrh rate
from 1962 to 1975 was 19.8 percent vs. 5.0 percent for the Dow.

The Securities and Exchange Commission completes an investigation
of the relationship of Blue Chip Stamps, Wesco Financial, and
Berkshire, Blue Chip Stamps settles. Warren and Charlie settle
without claiming innocence or admicting guilt and pays $115.000 to
Wesco shareholders who may have been damaged by their business
practices. Charlie becomes chairman of Blue Chip Stamps,

Through Blue Chip Stamps, Warren and Charlie purchase the Buffalo
Evening Newrs for $32 million. Berkshire’s equity interest in Blue Chip
Stamps increases to 36.5 percent by the end of the year, Berkshire
invests $10.9 million in Capital Cities Communications.

Charlie becomes Berkshire’s vice chairman. Berkshire's stike in

Blue Chip Stamps increases to fifty-cight pereent, requiring that the
company be fully consolidated into Berkshire's financial statements.
Charlie’s vision problems begin.

Wesco Financial acquires Precision Steel Warchouse,

Charlie loses vision in his left eve after failed eataract surgery and
extremely painful complications. Vision in his right eye becomes
limited, but is fixed by an operation, followed by wearing of thick
cataract glasses.

Blue Chip Stamps becomes fully merged into Berkshire. Acquires
Nebraska Furniture Mare,

Charlie becomes chairman and president of Wesco Financial.
Wesco-Finaneial Insurance Co. (Wes-FIC) s incorporated, with
headquarters in Omaha. Berkshire’s textile mills are permanently
closed, Acquires Helzberg's Diamond Shop.

Charlie and Rick Guerin close out the New America Fund at a large
profit and distribute its assets to the fund investors. The Los Angeles
Daily Journal Corporation is spun out and becomes a publicly traded,
over-the-counter company with Charlie as chairman. Warren and
Charlic acquire Scare & Fetzer, parent of World Book Encyclopedia;
Kirby vacuum cleaners, and other companies, for $315 million.
Acquires Fechheimer Brothers.

Berkshire invests $700 million to buy a twelve percent stake in
Salomon Brothers. Warren and Charlie are elected to the board.



”ﬂ% IR A L i hd Aty Lo Wm%.”
— Lo KM

he model for Poor Charlie’s Almanack 1s, of course, Ben Franklin’s Poor Richard’s

Almanack. Franklin, as many know, was a polymath. Born in Boston and a

leader of the American Revolution, he was a journalist, publisher, author,
philanthropist, abolitionist, public servant, scientist, librarian, diplomat, and inventor.

Using the pseudonym of “Poor Richard,” Franklin published his Almanack from
1733 to 1758. Its content varied, including not only many Franklin aphorisms that
became famous but also calendars, weather forecasts, astronomical information, and
astrological data. The A/manack was hugely popular in the American colonies, selling
about 10,000 copies per year.

Poor Richard’s maxims ranged widely in topic and were
typically laced with humor. Some samples include:

® “No nation was ever ruined by trade.”
o “Drive thy Business, or it will drive thee.”
o “He that falls in love with himself will have no rivals.”

o “Where there’s Marriage without Love, there will be
Love without Marriage.”

o “Necessity never made a good bargain.”
o “Three may keep a secret, if two of them are dead.”

o “There is no little enemy.”

o “It’s difficult for an empty sack to stand upright.”
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