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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.  

In order to be a superior investor, you must 
think differently from – and better than – other 
investors. I call this ‘second-level thinking’. 
Consensus thinking – ’first-level thinking’ – is 
part of the process through which the mass of 
investors value assets, and thus it is reflected in 
the market price of assets at any point in time. 
It’s obvious that in order to be able to identify 
the instances when market prices are too low, 
and buy – or too high, and sell – you must out-
think the consensus that set the market price. To 
be a superior investor you must achieve a 
superior understanding of many things. Here are 
my candidates for the three most important: 

You must understand risk, what it consists of, 
and the importance of putting top priority on 
controlling it. You must understand that 
superior investing results come not just from 
finding winners, but also from limiting risk by 
minimizing losers. And you must understand 

that success in investing comes not from buying 
high quality assets but from buying things at 
prices that are low enough to both (a) provide 
room on the upside and (b) limit the downside 
in case expectations turn out to have been too 
rosy. The risk-conscious investor views the 
future in terms of a distribution of possible 
outcomes and, in buying, makes allowance for a 
wide range of scenarios, not just the one he 
believes to be most likely – which by definition 
is positive enough to support a ‘buy’ decision. 

You must understand the role in markets played 
by psychology and herd behaviour. You must 
understand the importance of controlling the 
deleterious effect on behavior of emotion and 
ego. You must be willing to do several things 
that are emotionally difficult and uncomfortable: 
(a) admit to limits on your knowledge and 
foresight, especially regarding the macro, and 
reflect those limits in your actions; (b) take 
contrarian positions that are out of step with the 
herd; and (c) look wrong during the inevitable 
periods before your divergent views are proved 
right. You must be willing to pass on a bad 
investment that is currently popular and 
performing well, and unafraid to buy the 
underpriced gem that nobody else is buying, and 
thus is languishing. 
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You must reach a deep understanding of cycles 
and their history. You must understand that 
reversion to the mean is usually more likely than 
the unabated continuation of a trend that has 
been underway for a while. You must be aware 
of where we are in the current cycles – political, 
economic, and market – and behave in a 
countercyclical fashion. You must refrain from 
increasing your aggressiveness when things are 
on an upswing, making it easier to behave 
aggressively and avoid becoming increasingly 
cautious in the downswings, which give rise to 
increasing pessimism and render positive 

behaviour more challenging. Economics, 
corporate finance, accounting, financial 
modeling, and financial statement analysis are 
essential components in the investment process, 
and, in general, intelligent people can be taught 
them. Those nuts and bolts have to be 
performed competently and, hopefully, in a 
superior fashion. But that’s not enough. Those 
things are unlikely to lead to success if deep 
conceptual understanding does not precede 
them. This is the essential foundation for a 
superior record. 

 

BORN New York, USA 1946. 

EDUCATION Marks holds a B.S.Ec. from the Wharton School of the University of Pennsylvania having 
majored in Finance. He also holds an MBA in Accounting and Marketing at the Graduate School of 
Business of the University of Chicago in 1970. 

CAREER After sixteen years at Citicorp – first as an equity research analyst and later as senior portfolio 
manager in charge of convertible and high yield securities – he moved to the TCW Group, where he was 
responsible for investments in distressed debt, high yield bonds, and convertible securities. Aged 49 he co-
founded Oaktree Capital, where he serves as chairman. 

INVESTMENT PHILOSOPHY Marks is a bottom-up value investor mainly focusing on debt. Oaktree 
Capital’s strategy is to invest in less efficient markets and alternative investments that have led to 
corporate and distressed debt, convertible securities, distressed debt, real estate, and emerging market 
securities. The risk analysis is crucial in the process. 

OTHER Oaktree Capital has grown into the biggest distressed-debt investor in the world, with $80 billion 
in assets. Marks is famous for his memos to clients and he recently wrote the investment book The Most 
Important Thing. He practices yoga and uses diet plans. 

 

Sources: Howard Marks; Oaktree’s 17 distressed-debt funds; Bloomberg. 

 


