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Lying in wait – Yacktman talks to Value Investor Insight  

He's been investing for more than 40 years, but don't expect a 

“been there, done that” attitude from Don Yacktman: “Will 

Rogers once said, 'Good judgment comes from experience, and a 

lot of that comes from bad judgment.' I add to my base of 

experience every day.”  

 

Don Yacktman adds “The growth aspect speaks primarily to our 

focus on business quality. We’re not usually looking for the 

scruffy cyclical or turnaround story, but for businesses with high 

market shares in their principal product or service lines, with 

long product cycles but short customer-repurchase cycles, and 

with relatively low capital requirements that allow the company 

to generate high cash returns on tangible assets while growing. 

We’ve always considered businesses requiring enormous 

amounts of capital for fixed assets, especially when they’re 

economically sensitive, to be at a big disadvantage. That’s why 

something like the airline industry has been a growth business 

for most of the past 100 years but doesn’t make any money for 

shareholders.” 

Source: http://www.yacktman.com/value_investor_disclosure.html  WID 

 

Flexible Value Investing – Yacktman talks to The Wall Street  

Donald Yacktman and Stephen Yacktman manage two mutual 

funds and separate accounts. They consider themselves investors 

in businesses and they view the selection process as though they 

were buying a long-term bond. They look at the rate of return 

they would earn and the quality of those companies; the higher 

the quality is, the lesser the required rate of return. On the good 

business side, their sweet spot is companies that have low capital 

intensity and low cyclicality. They evaluate the management of a 

company on the basis of how well it has invested cash in the past. 

They have concentrated portfolios. The top ten holdings plus 

cash will generally be 50% in the Yacktman Fund and 75% in the 

Yacktman Focused Fund. Rather than trying to call the market 

and make overall judgments on potential holdings, they look for 

investments that are dropping in price yet their forward rates of 

return are going up very much like a bond does. They say that 

media and finance have shown up as natural purchases because 

their rates of return were so high. 

Source: www.yacktman.com/wall_street_transcript_disclosure.html 
WID 

 

Why Buffett hates the Kraft-Cadbury deal? 
Buffett begins “I feel poorer…in the last two weeks there’s been 

two things that caused me to feel poorer. They sold a very fine 

pizza business and they said that they got 3.7 billion for it. But 

because it had practically no tax basis they really got about 2.5 

billion. So they sold a business for 2.5 billion that Nestle (NSRGY) 

is willing to pay 3.7 billion for. Now can Nestle run it that much 

better than Kraft? I doubt it. But that business was sold for 2.5 

billion (and) earned 280 million pre-tax last year. So they sold 

that business right around nine times pre-tax earnings. 

 

Now they mention paying 13 times EBITDA (Earnings Before 

Interest Taxes Depreciation and Amortization) for Cadbury but 

they’re paying more than that. For one ting EBITDA is not the 

same as earnings. Depreciation is a very real expense. But on top 

of that they’ve got 1.3 billion they’re going to spend in terms of 

rearrangements of Cadbury. They’ve got 390 million of deal 

expenses. They are using their own stock - 260 million shares or 

something like that - (which) their own directors say is 

significantly undervalued. When they calculate that 13 (times 

EBITDA) they’re calculating Kraft at market price not at what 

their own directors think the stock is worth. So: the actual 

multiple if you look at the value of Kraft stock is more like 16 or 

17 and they sold earnings at 9 times. It’s hard to get rich doing 

that. 

Source: www.gurufocus.com  25-Jan-2010 WID 

 

Philip Fisher’s fifteen timeless principles 

All good principles are timeless and Philip Fisher’s famous 

“Fifteen Points to look for in a common stock” from his classic 

book Common Stocks and Uncommon Profits remain as relevant 

today as they were first published.  

 

The 15 points are a qualitative guide to finding superbly 

managed companies with excellent growth prospects. According 

to Fisher, a company must qualify on most of these points to be 

considered a worthwhile investment.   

Source: www.morningstar.com WID 

 

 

 

 

About WID                                 Issue-08, 31–January-2010 

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.    

http://images.bitmedia.co.uk/uploads/174/Donald%20Yacktman%20l%20Interview%20VID.pdf
http://www.yacktman.com/value_investor_disclosure.html
http://images.bitmedia.co.uk/uploads/174/Flexible%20Value%20Investing%20l%20Yacktman%20Interview.pdf
http://www.yacktman.com/wall_street_transcript_disclosure.html
http://www.gurufocus.com/news.php?id=82533
http://www.gurufocus.com/
http://news.morningstar.com/classroom2/course.asp?docId=145662&page=3&CN=COM
http://www.morningstar.com/
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Disclaimer 

This publication is compiled and published by Watheeqa Capital Company a Kuwaiti investment company licensed and regulated by the Central Bank of 

Kuwait in corporation with its subsidiaries Watheeqa Capital a Saudi Arabia investment Company licensed and regulated by the Capital Market Authority 

of Saudi Arabia and Watheeqa Securities Brokerage Company an Egyptian brokerage company licensed and regulated by the Egyptian Financial 

Supervisory Authority of Egypt (all together hereinafter referred to as “WATHEEQA"), 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, It should be known that no security or investment is guaranteed, the market forces 

underlying investment value are subject to sudden and large changes, and data availability varies from one moment to the next, also Prices, Values, Income 

may fall and the investor may get back less than invested. Moreover, Geared and/or Contingent liability investments may subject to sudden and large falls in 

value which could cause a loss equal to the amount invested, and the investor’s loss may not be limited to the amount originally invested or deposited, but 

may have to pay more. Not all investments opportunities are suitable for all investor; therefore, the recipient should always conduct his own research and 

due diligence and should not undertake any investment or portfolio assessment or other transaction on the basis of this publication and needs to make his 

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, income and value 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., 

Moreover; investments which denominated in a foreign currencies may have an adverse effect on its value, price, income if the currency rates changes. 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", "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 the actual results to differ materially from those expressed in 

Share the wealth                                    

In this age of information bubble, reading materials that 

truly inspire and further our learning – are far and few. 

That’s the reason we chose to identify the best and share the 

wisdom with our readers.   

 

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 may email us at:  intelligentinvestors@watheeqa.com 
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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 especially in  Kuwait, Egypt and Saudi Arab. 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. 

 

 

 

 

 

 

 

 


