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preface

I think self-awareness is probably the most important thing to-
wards being a champion.

—Billie Jean King

If you know yourself and your enemy, you will not fear battle.
If you know yourself but not your enemy, you will lose a battle
for every one that you win; and if you do not know yourself and
do not know your enemy, you will never see victory.

—Sun Tzu, The Art of War

If you don’t know who you are, the stock market is an expensive
place to find out.

—Adam Smith, The Money Game

All business books claim to address and resolve a problem, and
this one is no different. The problem examined here is that very
few investment managers are beating their appropriate benchmarks.
Professional money managers are not exceeding the returns that
clients could get by investing in index funds. Simply put, money
managers aren’t adding value. And investors know it, which is why
the index funds are growing.

So, what can money managers do to improve their competitive
records? More of the same? If so, they would have fallen prey to
the “streetlamp syndrome,” captured in the story about the fellow
who preferred to look under the streetlamp for his keys—rather
than in the alley where he lost them—because the light was better
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under the lamp. These change-resistant money managers would also
be guilty of behaving insanely, defined as follows: “doing the same
thing over and over and expecting to get different results.”

Instead, I suggest that money managers look in some new places.
Specifically, they can look in the right sides of their own brains.
The right side of the brain—which contains our skills in creativity,
collaboration, and intuition—remains relatively untapped in the
corridors of Wall Street. In fact, I was making just this point to
Patrick O’Donnell, head of research at Putnam, when he remarked,
“There is virtually no professional literature about managing cre-
ative investment professionals.”

Surprised, I looked into it, and he was correct. There are tons
of books on investment techniques and strategies, all presenting
and advocating a particular viewpoint, but there are no books on
managing the bright and creative individuals who run money pro-
fessionally.

Thus the idea for this book was born. It is intended to fill an
empty spot on the investment shelf. Mind you, there are lots of
books on management in general and creativity specifically, but
none that addresses the unique world of money management. In
this sense, this book is the synthesis of my study and experience in
three areas:

1. Professional money management (20 years as a Chartered
Financial Analyst, finance instructor, and portfolio manager)

2. Psychology (Myers-Briggs® Personality Type instructor)
3. Creativity (designed and delivered workshops on enhanc-

ing creativity; plus wrote, recorded, and released two music
albums, a music video, and a novel)

The book is organized into four parts. The first part analyzes
the investment traits of five past masters (Buffett, Lynch, Soros,
Wanger, and Zweig). It discusses the eight great traits that each of
these masters possesses and that account for their superior invest-
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ment records. It then offers the reader some self-diagnostic tools to
determine which of these personality traits could be identified and
strengthened for the reader’s benefit. In the course of this discus-
sion, the reader is introduced to the Myers-Briggs Type Indicator®

(MBTI®) personality assessment tool, which I use as a framework
for much of the discussion about investment types. The part con-
cludes with comments on whether there is an “ideal” investment
personality and which personality is most common in the invest-
ment profession.

Part Two combines the Myers-Briggs framework with my ex-
perience in the money management field to examine the role of
collaboration in the investment business. Tools and techniques are
suggested to improve the effectiveness of teamwork. A case history
is presented, in which portfolio managers using MBTI results and
consensus decision-making methods achieved superior results. The
part concludes with applications of the MBTI assessment tool to
the management of client relationships.

Part Three moves from collaboration to creative collaboration.
It asks: “How can investment teams enhance their creative effec-
tiveness?” A number of practical guidelines, using investment ex-
amples, are given. A premise of this book is that investors will have
to be more creative than ever before to win in today’s markets.
(That’s actually how this book came to be. An editor from John
Wiley, Mina Samuels, heard me talk to professional investors on
“The Role of Creativity in the Investment Profession” and decided
it was a hot topic. We’ll let you be the judge.)

The last part, entitled “The Intuitive Investor: Whole-Brained
Investing,” examines the evidence for using intuition as an equal
partner with logic in the investment process. It concludes with a
look at current practices of successful businesspeople who do rely
on intuition to help them run their businesses.

Finally, this book is also meant to be fun. If you’ve been having
way too much fun lately, and you need a big dose of seriousness,
pick up one of the thick books on either side of this one, with lots
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of equations and a title like, “The Conservative Investor’s Guide to
Trading Derivatives: The Theory and Practice of Boring Your
Competitors into Submission.” That should balance you out a bit.

Enough said. Let the journey begin! May your enhanced
creativity, collaboration, and intuition allow your portfolios to
flourish.

JIM WARE

Glenview, Illinois
November 2000
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CHAPTER 1
Investment Masters

The Quintet

The best thing that I did was to choose the right heroes.
—Warren Buffett

We start the journey by studying the habits of some investment
masters. Habits are critical to success. Many of us have at some
point been on a physical fitness jag. We do exercises, follow a certain
diet, and set goals (weight, cholesterol level, etc.). Depending on
our motivation level, we may even get the desired results. What
often happens, however, is that we eventually fail because we can-
not break our old habits. We still eat the sweets, butter the bread,
skip the workout. Habits are extremely powerful forces in our lives.
One psychologist, Earnie Larsen, estimates that as much as 98
percent of our behavior is governed by habits (Larsen, Stage II
Recovery, HarperCollins 1985). The point here is that unless we
change our habits, our exercise program will have little effect. And
if we expect to get different results from doing the same thing over
and over, then we are fooling ourselves. Remember the definition
of insanity: doing the same thing repeatedly and expecting differ-
ent results. (For example, mixing SlimFast with Ben & Jerry’s ice
cream for your diet breakfast.)
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Money managers fall into this “habits” trap all the time. They
experience disappointing results at year end and resolve on New
Year’s Day that they will do better in the coming year. How? By
doing the same things, but more so. They dig faster and deeper in
the same dry hole. Why? Because we learn as kids: If at first you
don’t succeed, try, try again. Also, mediocre performance tends to
makes us a bit nervous (read: pink slip). So, we tighten up and
push for results. Studies show us that this pressing limits our flex-
ibility and makes us less likely to try new things. We revert to our
most predictable behavior.

Humans love routine, especially when we are under stress. Like
lizards that dart out from under a rock, catch a fly, and dart back
to safety, we figure out a routine that works and follow it reli-
giously. Edward DeBono, a leading expert on creative thinking,
asserts that the biggest myth about creativity is that humans are
naturally creative (DeBono, Serious Creativity, HarperCollins 1992).
We aren’t. We are creatures of habit. So this is where the definition
of insanity applies. Investors must be willing to examine their re-
sults and ask, “Is my approach working?” If not, something must
change. A mental fitness program for investors would involve iden-
tifying and changing unproductive habits.

What would such a program look like? Success in investing
depends on the quality of our thinking. That is the skill a superior
investor brings to the table. Michael Jordan brought superior
physical skills (great agility and great eyesight); Elle McPherson
has great physical beauty; Warren Buffett has superior decision-
making skills based on his quality of thinking. What components
of Buffett’s thinking produce these superior decisions? He reads
the same financial press and studies the same finance and invest-
ment concepts as most other investors, but somehow he takes those
ingredients and bakes a better lasagna. How does he do that?

This book explores that question and offers a mental fitness
program for improved results. For those of you who like step-by-
step, one-size-fits-all formulas, I’m sorry—no can do. As with
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physical fitness, each person’s program must be tailored to his or
her own body and health. But I can explain the concepts so that
you can start to tailor your own program.

Returning to the question, “How does he do that?” I chose
not only Buffett but also four other investment masters to study.
I looked for common threads in their thinking styles, so that use-
ful generalizations could be made. The chosen five had to meet
three criteria:

1. They had to have exemplary performance records over a
long period of time.

2. There had to be enough information available about them
so that I could understand and analyze their thinking styles.

3. Their investment approaches had to be sufficiently different
from the other four.

The last factor was included because I didn’t want the discus-
sion to end up focusing on the old investment chestnut of growth
versus value. (It might devolve into a beer debate: less filling, tastes
great, less filling, tastes great . . . )

What approach is superior in investing? Evidence indicates that
many approaches can win in the market, assuming that the inves-
tor has superior decision-making abilities. Figure 1.1 shows the
five money masters and their records and approach.

Return/Period Approach

Warren Buffett 25.4% (1968–1998) Value
Peter Lynch 31.3% (1977–1988) Growth
George Soros 34.0% (1969–1988) Trader
Ralph Wanger 17.2% (1970–1998) Themes
Marty Zweig 16.0% (1985–1995) Technical

FIGURE 1.1 The masters, their records, and their approaches.
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Each of these investors is widely accepted as a master. The
question is, what do they do differently? What habits have they
acquired that lead to a superior quality of thinking? Can their
thinking be replicated?

The premise of this book is that these investors share eight habits
in their thinking style, which, in turn, lead to superior results. Can
we ordinary mortals do it? Well, there’s good and bad news there:
Yes, we can understand and copy it, but not easily.

We live in a culture that promotes instant everything. Faster
computers, faster Internet access, faster food service. As with physi-
cal fitness programs, this mental fitness program requires a genu-
ine commitment to achieve any real gain. Those who have made
that commitment, though, have seen the benefits.

Successful investing, then, is the result of superior thinking
combined with a reasonable approach. Different approaches can
win in the market. The question becomes this: What qualities or
habits do the truly successful investors share? Underneath their
educational training, advanced degrees, IQs, and so on, what un-
derlying factors separate them from the rest of us?

Buffett himself says that the differentiating factor is not IQ.
And most of us have heard the old joke about Einstein in heaven,
where he is asked to share a room with three others:

Einstein to first roomie: “What’s your IQ?”
First roomie: “150.”
Einstein: “Great, we can talk about relativity theory and quan-
tum mechanics.”
Einstein to second roomie: “What’s your IQ?”
Second roomie: “120.”
Einstein: “Good. We can talk about literature and the arts.”
Einstein to third roomie: “What’s your IQ?”
Third roomie: “75.”
Einstein: “Oh. Well, how did the market close today?”
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IQ and creative genius are clearly different. Many brilliant in-
vestors fail, whereas some with ordinary IQs succeed. Richard
Feynman, an excellent model of creative thinking, remarked that
it wasn’t such a big deal to win the Nobel prize—lots of people had
done that. What was a big deal, though, was his winning it with
an IQ of only 128! Again, IQ and creative genius are unrelated.

Without further delay, let’s look at the eight habits that these
master investors share.
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CHAPTER 2
The Eight Great Traits

Habit is habit, and not to be flung out of the window by any
man, but coaxed downstairs a step at a time.

—Mark Twain

Don’t you hate those books—with titles like “The Secret to Pros-
perity: Investing in Bull Markets”—that take a simple concept and
stretch it over five lifetimes? I read one recently where the author’s
point was that leadership involves managing opposing forces—like
the interests of shareholders versus the interests of employees. Valid
point, but it didn’t require 281 pages to pound it into my brain. So
in this chapter, I present the guts of my findings . . . briefly. That
way there will be room for some other neat material in the book
and you’ll still be able to finish this by the time the plane lands.
Here are the eight great traits of master investors.

1. BREADTH: TAKING IN INFORMATION

Breadth refers to a person’s ability to take in data. Like radar that
constantly scans the horizon, these five investors are ravenous for
information. Their interests include not only domestic common
stocks, but foreign stocks and other asset classes—and interests
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outside of investing as well. Soros, for example, was a philosophy
major and is deeply involved in world politics. Lynch is involved
in charitable causes.

Consider Peter Lynch’s schedule when he was actively manag-
ing the Magellan Fund. He visited with about 50 managements per
month, which meant more than 500 per year, traveling more than
100,000 miles. When not traveling, he received upwards of 50
broker calls per day and timed each one with an egg timer. Each
salesperson had 90 seconds to make the pitch. Why? Because Lynch
was hungry for more information. He wanted to free up the line
for the next blip on the radar screen.

2. OBSERVATION: RETAINING DETAILS

Sherlock Holmes once remarked to Watson, “You see, but you do
not observe.” What the legendary detective meant, of course, was
that Watson did not see the significance of the small clues, the ones
that unlocked the mystery. Again, all five of the masters share this
capacity for details. This trait is different from the first (breadth).
Two analysts might go to the same conference, but one would come
away with a wealth of important details, whereas the other might
retain very little. Retention of details, then, is key to successful
investing. Ralph Wanger remarks, in his book A Zebra in Lion
Country (Simon & Schuster 1997), that most research is just plain
hard detail work. Likewise, Buffett is famous for his encyclopedic
knowledge of the facts. He is able to recite the financial condition
of all the businesses in his home town of Omaha, as if their bal-
ance sheets were printed on the facades of their buildings.

3. OBJECTIVITY: THINKING CLEARLY

The behavioral finance people have explored this area rather thor-
oughly, discussing such phenomena as overreaction, overconfidence,
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anchoring, and the like. Their point is that the economic assump-
tion—that humans are rational decision makers—is false. Rather,
we make systematic errors in our thinking that lead to predictable
and exploitable investment mistakes.

The most powerful example of this in my experience occurred
in 1989. Iben Browning, a climatologist for PaineWebber, predicted
that a major earthquake would strike northern California in the
fall. Iben was a great presenter, a good storyteller with provocative
subjects: earthquakes, tidal waves, and volcanoes. I cannot remem-
ber any of his predictions coming true, but he followed the adage:
often in error, never in doubt. (My own guess about Iben’s position
at PaineWebber is that the firm’s economists wanted him on board
to make their economic forecasts appear more credible.) Rather
surprisingly, Iben’s prediction about the quake in Northern Cali-
fornia proved accurate. Immediately thereafter, Iben’s stock as a
forecaster shot up. The Wall Street Journal carried a story about
him and his accurate prediction. Soon he issued another warning:
that the New Madrid fault, which runs through St. Louis and the
Midwest, would shift later that year. (This event was not unprec-
edented; in the nineteenth century an earthquake occurred in that
area and shook church bells as far away as Boston.)

Iben predicted a similarly shocking blast. Closer to home, the
news of this prediction began to affect my colleagues in Chicago,
all of whom were professional investors and most of whom had
advanced degrees and designations like Chartered Financial Ana-
lyst (read: intelligent). One by one these intelligent professionals
bought earthquake insurance. That’s how strong panic mania can
be. Of course, having studied behavioral finance and learned about
our tendency to succumb to irrational fears, I was able to resist
much longer than most before calling my insurance agent, Arnie.

Me: “Arnie, can you give me a quote on earthquake insurance?”
Arnie: “On what?”
Me: (softly) “Earthquake insurance.”
Arnie: “I’ve never quoted that before. Just a second.”
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Returning after a few moments:
Arnie: “How would you like to buy some deep mining insur-
ance?
Me: “What is that?”
Arnie: “Well, if someone is mining near your house and they set
off an explosive that damages it, then your house is covered.”
Me: “Why would I want that?”
Arnie: “Well, it’s cheaper than earthquake insurance, and since
you won’t need either, I thought I’d save you some money.”

As you know, of course, the joke was on my colleagues and
me. We got pulled into the panic mentality, believing that there
might be an earthquake. There never was. But the point is about
objectivity and how hard it is to maintain. Dostoevsky, the great
Russian novelist, was of the opinion that you can say anything you
want about human beings, but don’t say they are rational. Behav-
ioral finance people agree.

Despite the difficulty of remaining objective, Soros is known to
be cool as ice under pressure, even when the stakes are high. As
Lynch is fond of saying, “The stock doesn’t know that you own it,
so don’t take it personally.”

4. DISCIPLINE: BEING CONSISTENT
AND ORGANIZED

This trait is so important that several firms use it in their advertis-
ing. One firm proclaims, “Solid Performance Built on Discipline,
Consistency, and Teamwork.” Zweig, the technician, agrees. He
instructs investors never to “fight the tape.” In his book, Marty
Zweig’s Winning on Wall Street (Warner Books 1997), he gives
examples of the times when Jesse Livermore (his idol) went against
this wisdom and regretted it.

Similarly, Buffett believes that the secret to investing is—to use
a baseball metaphor—swinging at the perfect pitch. Wait for the


