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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 market is manic-depressive. Sometimes it 
buys at a high price and sells at a low price. 
Don’t ever think that it knows more than you. 
People have a difficult time taking the long-term 
view. Human nature hasn’t changed, and people 
want to do well in the short term and make 

money as fast as possible. They can’t handle 
fluctuations. So if people buy something at $10 
and it goes to $7 or $8 or $5, they think they 
have made a mistake and they want to sell. They 
can’t look through that to the long term, which, 
of course, was Benjamin Graham’s great 
contribution. 

We try to be careful about whom we become 
partners with, who we associate ourselves with. 
We have this fair and friendly culture that we’ve 
talked about. This fair and friendly culture is one 
of our guiding principles, we want partners who 
fit with that, who think long term. We’re not 
trying to make money at the expense of 
everything else. If they don’t buy into our values, 
we don’t want to be partners with them, so that 
helps in terms of spreading our culture to any 
company we acquire. 

 

 

BORN Hyderabad, India 1950. 

EDUCATION Watsa graduated from the Indian Institute of Technology with a degree in Chemical 
Engineering in 1971. The next year he moved to Canada and got an MBA from the Richard Ivey School 
of Business of the University of Western Ontario. 

CAREER He started in the insurance business by working ten years for the Confederation Life Insurance 
Co. at the investment wing in Toronto. After one year at the start-up GW Asset Management, Watsa, aged 
34, co-founded Hamblin. The next year Hamblin took control of Markel Financial Holdings, which later 
was renamed Fairfax (short for ‘fair and friendly acquisitions’). He still serves as president and chief 
executive of Fairfax Financial Holdings. 
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INVESTMENT PHILOSOPHY Watsa is a value investor and a disciple of Benjamin Graham, looking 
for buying a dollar for 50 cents. The portfolio, now over $20 billion, is invested mainly in stocks and 
bonds worldwide, wherever value can be found. He is known for going against the grain and spending lots 
of time making a case against conventional wisdom. Despite his aim to search for a margin of safety he 
sometimes ends up investing in troublesome technology companies (Research In Motion) and banks 
(Bank of Ireland) and Greek bonds. He has also successfully invested in credit default swaps in 2008. He 
describes his investment philosophy thus: ‘We are buying with the idea that the stocks we buy could go 
down in the short-term and that is not going to affect us. You have to be able to buy with cash and not go 
on margin or borrow money to buy stocks’. In addition to the bottom-up valuation, Watsa takes a top-
down approach to the macroeconomics. He runs a fairly concentrated portfolio of some fifty positions, 
and acts like a hedge fund by hedging assets from time to time. 

OTHER He has an uncanny gift of predicting financial crises and predicted the crash of 1987, the 
Japanese collapse of 1990 and the financial meltdown of 2008. He is said to have named his son Ben after 
Benjamin Graham. Sir John Templeton was a close friend and mentor and Templetons advise to “buy at 
the point of maximum pessimism” is often used is practice by Watsa. However, it can go wrong from time 
to time. Fairfax is the largest shareholder in Blackberry, where Watsa also sitting at the board. The share 

price is 80% below the initial entrance in 2010 and more than 40% below the average purchase price. Like 
Buffett, Watsa based his fortune on a bedrock of insurance. He has been called the ‘Canadian Warren 
Buffett’. Fairfax was Canada’s most profitable corporation in 2008, and according to Toronto Life, 
Watsa’s personal wealth is above $4 billion. Fairfax Holdings invests at least 1 % of its pre-tax profits 
every year in the communities where the company operates. 

 

Sources: Prem Watsa; Toronto Life, CFA Magazine, September 2011; Toronto Life April 2009; GuruFocus 27 
September 2011; Fairfax Holding; BestCashCow.com; Wikipedia, Performance is measured as net asset value per share in 
Fairfax Holding. 


