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About WID Issue-07, 30-December 2009
Some of the world’s renowned investors when asked what
makes them great - the unusual but common answer is “We
read and think”. The main goal of WID is to bring our clients
the best interviews, articles, research and thought provoking
material that we come across, read and thoroughly enjoy.
Our collections are old, nevertheless timeless treasures
while some are recent and highly recommended.

We thought; why not put these gems together each month
and share the collective wisdom of what we read. WID is our
contribution from that inspiring idea. We truly believe -
what you read and how much of that you internalize;
reflects who you are. We suggest you archive our premium
collections; read them and re-read them.

Deliberate Practice - Becoming a better investor

In 2009, Charlie Munger recommended Malcolm Gladwell’s book
“Outliers” which studies outliers throughout history and
discipline to find commonalities. One of the ideas professed by
Gladwell is a 10,000 hour rule, where if you want to master
something you must practice it for at least 10,000 hours.
Gladwell uses the Beatles as evidence of this rule, pointing out
that their time in Germany was spent constantly performing live
which helped them gain the mastery needed to become great

musicians when playing concerts and on TV.

For any investor seeking to become better, deliberate practice is
essential. The key is figuring out what deliberate practice should
consist of in investing. Most of us read newspapers and blogs
daily. This helps keep up to date with what is going on in the
world. But is that enough? I am not too sure.

Source: www.streetcapitalist.com m

The Myth Of The Rational Market; Justin Fox Interview

First, | would say the argument that you can’t beat the market
unless you have inside information. It completely misses why
value investing works- value investing works because it’s hard to
stick to as a professional investor. To practice value investing you
must be willing to be out of fashion a lot of the time. So yes, it’s
hard to beat the market, but there are approaches that work. The
reason these approaches work has to do with the structure of the
investing industry and human nature (and emotions).
There is another idea which isn’t identified directly in academic
research, but it goes as follows: “the more resources you throw at
trying to beat the market, the closer to perfection market prices
will get.” [ think this is a real misconception. In reality, you can
get to the point where you are throwing so many resources at

anomalies that although one anomaly disappears others arise
from this overallocation of attention. Doyne Farmer, a physicist
at the Santa Fe institute who has become a semi economist,
likens it to the fluctuations of predator and prey.
A group of predators keeps growing to the point where the
predators eat too many of the prey and then the predators start
to die off (due to a lack of opportunities). As the predator
population dies off, the prey population grows, and then again
the predators start to grow.
To apply this to finance, the market anomalies are the prey and
the hedge fund managers are the predators. And so you have a
natural fluctuation that does not bring us closer to equilibrium,
but rather causes market fluctuations.

Source: Miguel Barbosa Interviews Justin Fox: The Myth Of The Rational
Market -- GuruFocus.com

Why Good Spreadsheets Make Bad Strategy
We live in a world obsessed with science, preoccupied with

predictability and control, and enraptured with quantitative
analysis. Economic forecasters crank out precision predictions of
economic growth with their massive econometric models. CEOs
give to-the-penny guidance to capital markets on next quarter's
predicted earnings. We live by adages like: "Show me the
numbers" and truisms such as "If you can't measure it, it doesn't
count."

Source: Harvard Business Review, Blog m

How Did Economists Got It So Wrong - Paul Krugman
Last year, everything came apart.

Few economists saw our current crisis coming, but this
predictive failure was the least of the field’s problems. More
important was the profession’s blindness to the very possibility
of catastrophic failures in a market economy. During the golden
years, financial economists came to believe that markets were
inherently stable — indeed, that stocks and other assets were
always priced just right. There was nothing in the prevailing
models suggesting the possibility of the kind of collapse that
happened last year. Meanwhile, macroeconomists were divided
in their views. But the main division was between those who
insisted that free-market economies never go astray and those
who believed that economies may stray now and then but that
any major deviations from the path of prosperity could and
would be corrected by the all-powerful Fed. Neither side was
prepared to cope with an economy that went off the rails despite
the Fed’s best efforts.

Source: The New York Times, 02 September 2009 m
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WATHEEQA CAPITAL COMPANY
Kuwait Chamber of Commerce Building, 9th Floor
truly inspire and further our learning - are far and few. PO Box 28009, Safat 13141, Kuwait

That’s the reason we chose to identify the best and share the Tel: +965-22913424  Fax: +965-22473337
wisdom with our readers.

Share the wealth
In this age of information bubble, reading materials that

Please send us your feedback and any article, reports, links
that you find are valuable keeping in mind the spirit of WID.
This way we can learn together and much faster.

You mav email us at: intelligentinvestors@watheeaa.com

Disclaimer
This publication is compiled and published by Watheeqa Capital Company ("WATHEEQA"), a licensed investment company regulated by
the Central Bank of Kuwait and by accepting this publication you agree to be bound by the foregoing terms and conditions:.

WATHEEQA has prepared this publication for general information purposes only and this does not constitute a prospectus, offering
document or circular or offer, invitation or solicitation to purchase, subscribe for or sell any security, financial product or other investment

instrument ("Investments"), or to engage in, lead into, conclude or refrain from engaging in any transaction.

In preparing this publication, WATHEEQA did not take into account the investment objectives, financial situation and particular needs of
the recipient. Before making an investment decision on the basis of this publication, the recipient needs to make its own independent
decision, preferably, with the assistance of a financial adviser, in evaluating the Investment in light of its particular investment needs,
objectives and financial circum- stances. Any Investments discussed may not be suitable for all investors; there are risks involved in trading
in or dealing with Investments and it is highlighted that the value, yields, price or income from Investments may go up or down.
WATHEEQA does not and shall not be deemed (directly or indirectly) to render any advice as regards the degree of risk of the Investment.
This publication does not purport to disclose all the risks associated with the Investment. The recipient should make its own financial, legal

and tax determination (including as regards any applicable exchange control regulations).

Changes in rates may have an adverse effect on the value, price or income of Investments. Past performance of any Investment is not
indicative of future performance. The price of Investments can and does fluctuate, and an individual Investment may even become
valueless. International investors are reminded of the additional risks inherent in international investments, such as currency fluctuations
and international stock market or economic conditions, compliance with applicable legislation and registration requirements, which may
adversely affect the value of the Investment. Any prices set out in this publication are for indicative purposes only; such prices may vary in
accordance with market fluctuations and other market conditions.

The information contained herein has been obtained from sources believed to be reliable but have not been independently verified.
WATHEEQA makes no guarantee, representation or warranty and accepts no responsibility or liability as to its accuracy or completeness

and it should not be relied upon as such.

The information contained herein is not intended to provide professional advice but merely an independent assessment of the relevant
sector, outlook and market feasibility of the business. WATHEEQA shall not be deemed to endorse, recommend, approve, guarantee or

promote nor to give any warranty in respect of such information unless otherwise stated by WATHEEQA.

This publication contains forward looking statements which are usually but not always identified by the use of words such as "anticipate”,

mon non mon non non

"believe”, "estimate”, "envisage”, "forecast”, "intend", "expect”, "plan”, "predict" and "project” and statements that an event or result "can”,

"could", "might"”, "may", "should", or "will", occur or be attained and other like expressions. Forward looking statements are based on

assumptions made and information currently available to WATHEEQA and are subject to certain risks and uncertainties that could cause
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the actual results to differ materially from those expressed in any forward looking statements. Recipients are cautioned not to place undue

relevance on these forward looking statements. Opinions or forward looking statements expressed are subject to change without notice.

This publication is strictly private and confidential and is distributed to a limited number of persons and has not been reviewed by,
deposited or registered with a registry, licensing authority or governmental agencies in any jurisdiction. It is not intended that this
publication be distributed in any jurisdiction where its distribution would be contrary to the law or regulations or require registration or

licensing. WATHEEQA shall not liable for the consequences, direct or indirect, of such non-compliance in these specific jurisdictions.

WATHEEQA, its shareholders, associates, subsidiaries, their respective Directors, officers and employees (“Group"”) may from time to time
deal in, trade or have positions in any Investments (or related investment) mentioned in this publication. WATHEEQA may also act as
market maker, underwriter, placement agent, investment banker or other advisor to any issuer (or party related to the issuer) of the
Investments referred to herein; and any member of the Group may have received or may expect to receive remuneration or other benefits

for such services or Investments.

The views or opinions expressed herein reflect WATHEEQA's view as of the date of this publication. WATHEEQA accepts no obligation to
correct or update the information, opinions or statements in this publication. Copyright protection exists in this publication and it may not
be reproduced, distributed or published in whole or in part by any person for any purpose. If you are not the intended recipient you must

not use, disclose or distribute the information in this publication in any way.

The Group accepts no liability whatsoever for any direct, indirect, consequential, special, incidental, punitive, exemplary or other damages
and loss (including loss of profits) arising from any use of this publication and/or further communication, disclosure, or other use of this
publication.



