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The book The World ’ s  99 Greate s t  Inves tor s :  
The Secr e t  o f  Succ e s s  provides a unique 
opportunity to learn form the most 
prominent investors globally. In the book 
they generously share their experiences and 
insights. Magnus Angenfelt, previously a top 
ranked sell side analyst and hedge fund 
manager, will be presenting one investor per 
month at InvestingByTheBooks. For those 
who cannot wait for the monthly columns, 
we strongly recommend you to buy the 
book. The link to Amazon can be found 
here.  

The four horsemen of the investment 
apocalypse are fear, greed, hope, and ignorance. 
Note that only one, ignorance, is not an 
emotion. Investor’s emotional responses to 
short-term market conditions are responsible for 
greater losses than any recession or bear market. 
The only way to succeed is to conquer your 
emotional responses to market conditions. Train 
yourself to be fearful while the majority is 
greedy, and aggressive when the market is 
fearful.  

 

Test your investment strategy over the longest 
period of data you can find – only use strategies 
that have withstood the test of time and done 
well over a variety of investment cycles. You 
would not go to a doctor who gave you a 
medication simply because it worked on his last 
five patients. You would demand that the doctor 
could prove over multiple years and patients that 
the treatment worked. Demand the same from 
your investment philosophy. Insist on empirical 
proof that your investment strategy is superior 
and then stay the course.  

Give your portfolio an annual check-up. If your 
asset allocation is 60 % stocks and 40 % bonds, 
and you find that your current allocation is 40 % 
stocks and 60 % bonds because of market 
movement, reset your allocation to your target. 
It is perhaps the most simple thing to expose, 
and one of the most difficult to do, because it 
will force you to take money away from an asset 
class that has been doing well in the short-term 
and reallocate to one that has been doing poorly, 
yet it is one of the single best things an investor 
should do for the long-term. Remember that you 
feel day-to-day, yet if you can overcome short-
term emotions, your long-term results will be 
vastly better. 

 

 

BORN Saint Paul, Minnesota, USA 1960. 

EDUCATION O’Shaughnessy has a BA in Economics from the University of Minnesota 
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CAREER After graduating, O’Shaughnessy started to work for a family-owned venture capital firm. Aged 
28 he launched O’Shaughnessy Capital Management, Inc. He joined Bear Stearns with his team in 2001, 
but reached a timely agreement with the investment bank to spin his team out to form O’Shaughnessy 
Asset Management (OSAM) in 2007, with the entire portfolio management team and records in place. He 
serves as chairman and CEO as well as chief investment officer. 

INVESTMENT PHILOSOPHY O’Shaughnessy is both a research guru and a pioneer of quantitative 
equity money management. He has back-tested 90 years of stock market data to apply empirical, 
fundamental research to uncover the best quantitative stock-selection strategies. He found that the best 
performance came from a portfolio with a combination of: ‘Quality Companies with Superior Valuation, 
Momentum, and Yield’. The composition and ranking are computed in a mechanical and unemotional 
way. Some of the cornerstones and observations based on his study are: (i) Buying recent winners has 
proven itself over more than 80 years to be one the most effective stock-selection strategies. Stocks with 
strong momentum consistently outperform the market with less risk. (ii) Price-earnings ratios aren’t the 
best indicator of a stock’s value. Cash flow is a better predictor of a stock’s future. (iii) Avoiding 
companies with excessive debt helps to avoid lower performing stocks with higher risk levels. (iv) Stocks 
with strong yield (dividends and repurchase of shares) consistently outperform the market with less risk. 
(v) Well-priced value stocks consistently outperform the market with less risk. (vi) The rate at which a 
growth stock’s earnings grow is not as important as the persistence of growth over time.  

O’Shaughnessy runs a concentrated portfolio of 25 stocks and is always fully invested. All portfolios and 
strategies have performed substantially better than benchmarks since OSAM started in 2003. It is most 
important, he means, to ‘consistently, patiently, and slavishly stick with a strategy, even when it’s 
performing poorly relative to other methods’. 

OTHER OSAM manages approx. $6.5 billion. O’Shaughnessy is the author of four books on investing. In 
2004 he was named ‘Manager of the Year’ and in 1999 he became the first person to be granted a patent 
in investment strategy. 
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Street (1998); Wikipedia. 


