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PREFACE
Pilgrimage to Omaha

Each year, during the first weekend in May, Berkshire Hathaway shareholders, their friends, and their family members descend on Omaha, Nebraska for the largest financial gathering of its kind.

Seasoned professionals, amateur investors, young learners, and just plain Warren Buffett junkies, they spend the weekend renewing old friendships at Berkshire shareholder receptions and shopping for jewelry, carpeting, and high-definition televisions at Berkshire-owned stores.

But mainly they come to hear Berkshire Hathaway chairman and chief executive officer Warren Buffett, the “Oracle of Omaha,” answer their questions and impart his wisdom for the better part of an entire Saturday, at the company’s annual meeting.

From early morning to mid-afternoon, shareholders ask—and Buffett answers—any question at all. They ask more than 50 questions, on almost any topic, from how to be a great investor to what a good first job for an ambitious 10-year-old girl would be.

Seated at a table on a small stage on the floor inside Omaha’s Qwest Center arena, the chairman of one of the largest public companies in the world, along with his close friend, partner, and vice chairman, Charlie Munger, opens a dozen microphones to investors of all stripes.

No PR flack screens the questions in advance. No lawyer shields the two men from controversial questions. And no question goes unanswered, even the most deeply personal, irrelevant, or controversial. The session lasts for more than five hours, and the questioners include everyone from antiabortion protestors to Native American activists.

It is the most remarkable, yet unadorned, exhibition of good governance in corporate America.

In May 2007, 27,000 people came from around the world to attend, and for the first time in my career, I joined them.

I manage a hedge fund. Think of it as a mutual fund without borders. We can invest in anything our investors want, from stocks to bonds to currencies to oil to real estate. We can also bet against companies by selling short.

One other thing that distinguishes hedge funds from, say, mutual funds is the way we earn our pay. In addition to a small fee for managing the money—1 or 2 percent—we get paid a piece of the profits we generate for our investors—usually 20 percent. No profits, no pay. So we have an incentive to make money for our investors come hell or high water, bull market or bear. That’s why hedge fund managers tend to be more skeptical than the average buy-and-hold investor.

Hedge funds come in all different flavors, from trading-oriented to old-fashioned investment funds, reflecting the personality of the hedge fund manager. My hedge fund is rather old-fashioned and is invested only in stocks—no fancy stuff. Like most value-oriented money managers in the business, I’ve studied Buffett’s writings, speeches, and investments for more than two decades.

Yet it wasn’t until Chris Wagner, a friend in the business and a Berkshire shareholder invited me to go that I finally went to Omaha for the Berkshire annual meeting. For years, Chris had been encouraging me to attend. “It’s a little spooky,” he said. “It’s a cult. You have to see it to really believe it.”

This year, I decided to go with him, to see it for myself. And I expected to hear the old jokes, pithy maxims, and funny anecdotes that made the Berkshire meeting so popular; see his acerbic and (at least outside the Berkshire “family”) underrated partner, Charlie Munger, in action; take in their company’s rabidly loyal shareholders; and check out one of the most famous Berkshire Hathaway landmarks—the Nebraska Furniture Mart.

Then, like aging baby boomers who go to a Rolling Stones concert mainly to be able to say they’d seen Mick Jagger, I’d be able to say, “I saw Warren Buffett.”

But as it turned out, the trip meant far more than that. Even before the plane landed in Omaha, I began to grasp that I was entering a very different world. Observations both large and small took on great meaning, from the farmlands surrounding Buffett’s hometown of Omaha to the remarkably low-key way in which Buffett ran the meeting in a venue the size of Madison Square Garden—glancing at his wristwatch and declaring that it was about time for the audience of 27,000 to break for lunch, for example.

Over 48 hours, I scribbled 33 pages of notes covering the profoundly engrossing question-and-answer session, a brief but enlightening conversation with two Berkshire managers, and a visit to Berkshire’s fabled Nebraska Furniture Mart. The experience was an eye-opener for me, and, as I would soon find out, for the readers of my financial blog.

Now, in addition to having run a hedge fund for nearly 15 years, I also write a financial blog called JeffMatthewsIsNotMakingThisUp, reporting on whatever unusual and interesting happenings in the investment world strike my fancy.

Unusual and interesting things happen in the investment world all the time, but the most unusual—and by far the most interesting—I ever encountered was the Berkshire Hathaway annual meeting.

Returning home, I began writing about my journey to the heart of Berkshire Hathaway in what I thought might become a two- or three-part series. The response from readers, however, was overwhelming. They liked the detailed, firsthand observations about Omaha, the Berkshire shareholders, and the relationship between Buffett and Munger.

So I wrote about nearly everything I’d seen. I wrote about the way Buffett answers every question, no matter what, with a respect and an earnest manner that makes every shareholder in the building proud to say “I’m a Berkshire shareholder.” And I wrote about less flattering topics that are not covered in the popular mythology, such as the absence of African American shareholders at the annual gathering of one of the most vocally progressive billionaires in history. I received feedback from novice investors and longtime Buffett admirers alike, not only from the United States but from around the world. By the time it was over, “Pilgrimage to Omaha” had become an 11-part first-person essay.

In May 2008, with Bear Stearns’s collapse and the financial world in turmoil, I went back to the Berkshire Hathaway annual meeting by myself. This time, 31,000 people had come to hear the “Oracle of Omaha” and his partner take more than 60 questions from investors young and old from, quite literally, around the world. There was a new urgency in the questions.

This book is an expanded version of the original essay I wrote on my blog, and describes the 2007 and 2008 Berkshire Hathaway shareholders’ meetings that covered the 2006 and 2007 fiscal years. Readers will join me as I go to the mid western city that shaped Buffett and his investment success, discover the keys to that success, and learn why not only his shareholders but the managers of the Berkshire Hathaway companies idolize the man.

I also look at questions that are not often asked: Why has Buffett owned businesses that have withered? Does Buffett’s famed penny pinching cripple his companies? Did the world’s most famous financial analyst miss questionable sales practices that the SEC later investigated while he sat on the board of Coke? Why won’t Buffett—a bridge partner and best friend of Microsoft founder Bill Gates—buy technology stocks? How does Buffett square his well-known social progressiveness with his lily-white audience of investors?

And, most important, how will Berkshire Hathaway survive his death?

Some of the answers surprised even me.
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INTRODUCTION
Wired at Birth

“I was wired at birth to allocate capital.”

—WARREN BUFFETT

On May 10, 1965, a self-assured young investor who was almost unknown outside his hometown of Omaha, Nebraska, arrived in New Bedford, Massachusetts. His mission: to take control of Berkshire Hathaway, a once-proud textile company that had fallen on hard times.

The New York Times reported the change in a low-key article in the next day’s business pages:

Textile Concern Changes Control

BERKSHIRE HATHAWAY POLICY ROW SPURS RESIGNATIONS

A policy row caused by the infusion of outside money into Berkshire Hathaway, Inc., rocked the 76-year-old textile company yesterday and resulted in the resignation of two top officers….

Reached last night in New York before boarding a plane to Omaha, Warren E. Buffett, 35-year-old general partner of Buffett Partnership, said that his concern had owned an interest in Berkshire Hathaway since late in 1962 and has been the largest stockholder “for some time.” …

Mr. Buffett said that his company was a private partnership with a few families as limited partners. As for Berkshire Hathaway, he said: “We’re going to continue to sell the same goods to the same customers.”

Thus began the remarkable transformation of a fading manufacturer of cotton fabrics into one of the world’s biggest companies and the single best long-term stock investment in modern history, by a genial investment whiz sporting rumpled suits and thick eyeglasses, the now legendary 78-year-old chairman of Berkshire Hathaway and “Oracle of Omaha,” Warren E. Buffett.

553 TIMES BETTER THAN THE DOW JONES

Far from continuing “to sell the same goods to the same customers,” Buffett stopped reinvesting Berkshire’s cash in textile machines and started investing it in stocks, something that he seemed uncannily good at.

In 1973, when oil prices soared and stocks crashed, Buffett bought up what is now 21.4 percent of the Washington Post Company for Berkshire at $5.63 a share. Thirty years later, those shares hit $999.50.

In 1976, he began buying up half the shares of GEICO, the direct-to-consumer auto insurer, starting at $2 a share, when Wall Street thought the company was headed for bankruptcy. Twenty years later, Berkshire acquired the other half of what was, by then, a very healthy company for $70 a share.

In 1988, Buffett began buying shares of Coke for Berkshire at around $5 a share, adjusted for stock splits. Wall Street thought he was crazy to pay so much for a sleepy old soft-drink company. Riding a wave of international growth, however, the company grew spectacularly over the next decade, and the stock soared to nearly $90 a share.

So it was that throughout 43 years of economic upturns and downturns, oil shocks, terrorist attacks, inflation, the Cold War, and the collapse of Communism, Warren E. Buffett—with the advice and counsel of his close partner and fellow Omaha native, Berkshire Vice Chairman Charles T. Munger—turned an old textile company into a darling of investors around the world.

But Buffett didn’t just make money buying stocks; he also bought whole companies for Berkshire when the price and the property seemed right. In time, Berkshire no longer looked anything like the aging textile maker of 1965. By the summer of 1983 the Berkshire “family” included a local Omaha insurance company, a small California boxed-chocolate maker, a Buffalo newspaper publisher, and a furniture retailer. Later, Buffett and Munger added more insurance companies, more manufacturers, and more furniture retailers.

In fact, they bought anything that fit their idea of being a good business with good management that they could buy at a reasonable price. They acquired what is now called NetJets, the fractional jet ownership service whose customers included Tiger Woods, and they bought a brick company whose customers were plain old home buyers.

They even bought the company that makes Ginsu knives.

And while Buffett broke his promise to the Times that Berkshire would “continue to sell the same goods to the same customers,” when, years later, he closed down Berkshire’s textile operations altogether, Berkshire shareholders didn’t mind a bit.

So effectively and completely did Warren Buffett and Charlie Munger transform the old Berkshire Hathaway that the price of its stock rose 842,400 percent, from $18 on the day Buffett took control to a peak of $151,650 a share in late 2007.

The Dow Jones Industrial Average, however, rose only about 1,425 percent.

What does that mean in dollars and cents? An investor who bought $10,000 worth of Berkshire Hathaway the day Warren E. Buffett took control would have owned shares worth $84 million at their peak. An investor who bought $10,000 worth of stocks in the Dow Jones Industrial Average, on the other hand, would have owned a portfolio worth about $152,500 at its peak.

The Berkshire investor did 553 times better than the Dow Jones investor.

“WE HAVE NO MASTER STRATEGY …”

Remarkable as that track record is, the way Warren Buffett achieved it is equally remarkable. He used no complex investment strategies; never borrowed wads of money to make big, all-or-nothing bets; and does not employ teams of financial analysts to help him find ideas.

He never even used a computer.

Instead, Buffett sat alone in an office in Omaha, Nebraska, drinking Cherry Cokes while engaged in his favorite use of time: “reading and thinking” for hours each day and talking on the phone with an ever-widening circle of business acquaintances, searching for investments.

And when he found one he liked, he acted swiftly.

His partner all along in this venture has been Charles T. Munger, a self-assured lawyer who lives and works in Los Angeles, but who was, like Buffett, born and raised in Omaha. As Buffett’s sounding board on most major investment decisions, Munger is so skeptical of most proposals that Buffett affectionately calls him the “Abominable No Man.”

In addition to being a reliable sounding board, however, Munger was also a key influence on Buffett’s investment style. In his early years, Buffett favored investing in cheap stocks like Berkshire Hathaway, even if they were poor businesses. Munger, however, had lived, worked, and invested in the fertile postwar boom of Los Angeles, and he preferred buying only good businesses run by good managers.

Buffett, who struggled to turn Berkshire’s textile business around and then simply diversified out of it, learned the hard way that, as he says, “Good jockeys will do well on good horses, but not on broken-down nags.”

Together, the two men sought “good horses”—companies in a good business, with good management, but at the kind of cheap prices that Buffett loved.

Buffett explained their investment philosophy in plain language a decade ago:

Your goal as an investor should simply be to purchase, at a rational price, a part interest in an easily-understandable business whose earnings are virtually certain to be materially higher five, ten and twenty years from now. Over time, you will find only a few companies that meet these standards—so when you see one that qualifies, you should buy a meaningful amount of stock.

Simple as that may sound, it requires a lot of work. Not physical work—there is no heavy lifting in the investment business, as Buffett likes to say—but lots of reading and thinking.

“We have no master strategy,” Buffett has written. “Instead, we simply hope that something comes along—and, when it does, we act.”

THE HAPPY SHOPKEEPER

Almost as remarkable as Buffett’s track record and the simplicity of his investment philosophy is the fact that he does none of his work in secret, but rather opens himself up to Berkshire’s investors and the public at large to such an extent that he has become the most familiar investor in the world.

Yes, Buffett accumulated shares of Washington Post and GEICO and Coke quietly, so as not to tip off copycat investors. But every time he purchased a new stock or a new business, he later wrote about it in the “Chairman’s Letter” at the beginning of the company’s annual report to Berkshire shareholders.

In these letters, written in clear sentences and plain language, and lightened with jokes from Woody Allen, Mark Twain, and Mae West, Buffett explained his reasoning and laid out expectations for all to see. Over time, the fame of Buffett’s annual letter grew beyond Berkshire’s shareholders. Soon it was being passed around among investors, analysts, and portfolio managers across Wall Street. With each annual letter, Buffett added a new chapter to what would, over time, become a lifelong course on successful investing from the world’s greatest investor—himself.

Indeed, so compelling was Buffett’s ability to explain himself in his letters that Berkshire shareholders began traveling to Omaha each spring to meet the man in person at the company’s annual shareholders’ meeting.

For the first few years, they made their own way to the offices of the National Indemnity Company, Buffett’s first insurance acquisition for Berkshire, where the meeting was held in the company cafeteria. A dozen or more investors would show up to ask “Warren and Charlie” their questions after the brief business portion of the meeting had concluded.

Attendance grew steadily thanks to word of mouth until 1985, when Buffett, who enjoyed the give and take, invited shareholders to the annual meeting in his Chairman’s Letter. Two hundred fifty people showed up at Omaha’s Witherspoon Hall in the Joslyn Art Museum. Informal conversation gave way to a formal question-and-answer session. Buffett and Munger would hold forth for hours with professional investors from New York and California as well as Berkshire’s many loyal longtime shareholders from Omaha, including those “few families” that had been investors in Buffett Partnership, Ltd., when Buffett arrived in New Bedford to take control of Berkshire Hathaway in 1965.

The two men, equally intelligent, self-assured, and quick-witted, developed a kind of comedy routine, with Buffett’s long-winded and more exuberant replies setting up dry, acerbic responses from Munger.

Buffett began concluding his annual Chairman’s Letter with highlights from the previous year’s shareholders’ meeting and providing information about hotels, along with plugs for the Nebraska Furniture Mart, the largest home furnishings store in North America and at the time a recent addition to the Berkshire “family.” He would note with pride the number of states represented by shareholders at the meeting.

Later, as Buffett’s own fame grew, he began to mention the number of countries they represented, too.

Attendance soared along with Berkshire’s stock price, soon reaching 1,000 and forcing the meeting into ever-larger venues. Berkshire began arranging buses to take shareholders to the Furniture Mart before and after the meeting. Borsheim’s Jewelers, another Berkshire acquisition, opened its doors on Sundays, against its previous policy, for shareholders who attended the meeting.

The shareholders began making an entire weekend out of it.

In 1996, 5,000 of them crowded the Holiday Convention Center for what Buffett was now calling “our capitalist version of Woodstock.” Berkshire companies displayed their products and shareholders watched a low-budget movie—put together by Berkshire’s chief financial officer, Mark Hamburg—that became a popular feature.

In 1998, 10,000 people filled the Aksarben Coliseum (Nebraska spelled backward). Buffett began offering employee discounts to shareholders shopping at the Nebraska Furniture Mart, as well as tours of NetJets’ fleet at Omaha’s Eppley Airfield. GEICO specialists flew to Omaha to be on hand to help shareholders get a special discount on their car insurance.

The Berkshire annual meeting was becoming big business, for Berkshire and for Omaha. When attendance outgrew every venue in the city, Omaha opened the Qwest Center, a Madison Square Garden-sized facility with an 18,300-seat arena and an exhibition hall bigger than a Costco. Buffett and Munger could hold forth for five hours answering questions, and afterward the shareholders could buy a pair of Justin western boots, a Dairy Queen ice cream “Dilly Bar,” a set of Ginsu knives, and even a Clayton manufactured home, all under one roof.

It was a kind of gigantic flea market for the Berkshire family of companies, with Buffett acting as genial host, ringmaster, and happy shopkeeper.

And as the Berkshire annual meeting attracted attention from around the world, so too did Warren Buffett himself. Buffett had once bought and sold stocks in the isolation of a small room in his house on Farnam Street, but now the press began to converge on Omaha to report on what Warren and Charlie had to say. On Sunday afternoon, Buffett accommodated them with a press conference, where he would answer any and all questions.

The result of this steady, inexorable progression over the years is that Buffett’s profile has grown far beyond his annual Chairman’s Letter and the long question-and-answer sessions that he and Munger host at the Berkshire annual meeting the first Saturday in May.

Today, Warren Buffett is a worldwide phenomenon. Companies—mainly family-owned businesses whose owners need to raise money but don’t want to lose control of their business by selling to an aggressive, hands-on corporate owner—seek out Buffett, hoping that he’ll buy them.

And Buffett travels the world, spreading his message that Berkshire is the perfect buyer for those companies: “We have no corporate meetings, no corporate budgets, and no performance reviews.”

His travels are covered by a CNBC anchorwoman who files glowing reports from cities across the globe; he holds press conferences upon arriving in countries, as the Beatles used to do. And for one weekend in May, shareholders travel all the way to Omaha from India, China, and South Africa to hear him speak.

“MY FAVORITE BILLIONAIRE”

But why does Warren Buffett bother?

Why does a man who once took a Dale Carnegie course in public speaking to overcome his boyhood shyness, who organized his time—somewhat at the expense of his family, it would appear—around reading financial statements, and who has been obsessed with his own mortality since boyhood spend his spare time talking to friends and strangers about how he invests?

First and foremost, Buffett wants what he calls “high-quality shareholders” for Berkshire, people who won’t sell their stock when Buffett chooses to do something that goes against the grain of conventional wisdom. He put it this way in his 1983 Chairman’s Letter:

We feel that high quality ownership can be attracted and maintained if we consistently communicate our business and ownership philosophy—along with no other conflicting messages—and then let self selection follow its course.

And in this he has been wildly successful. As we will see, most Berkshire shareholders don’t sell their stock even when Buffett himself says that things can’t get better, and they might even get much worse in the short run.

Second, Buffett views his own achievements as a force largely beyond his own control. “I had nothing to do with my own success,” he insists. What made him rich, Buffett will tell anybody who asks, was not daredevil risk taking or blinding foresight, it was the luck of the draw:

I was wired at birth to allocate capital [he told Carol Loomis of Fortune magazine in 2006] and was lucky enough to have people around me early on—my parents and teachers and Susie [his first wife]—who helped me to make the most of that.

Because the tools for success came to him essentially for free, Buffett is merely giving back to the community at large as much as he can of those tools that made him rich.

Third, Buffett seems to genuinely enjoy the bully pulpit his fame now provides for his views, not merely on investing, but on fiscal policy and whatever strikes this self-described “political junkie” and longtime liberal Democrat as just plain wrong.

Buffett’s ties to the Democratic Party go back as far as 1968, when he raised money for “Clean Gene” McCarthy’s anti–Vietnam War presidential campaign. More recently, he raised funds for both Hillary Clinton and Barack Obama, and advised them on fiscal policy matters in their Democratic presidential campaigns. Hillary Clinton calls Warren Buffett “my favorite billionaire.”

Many years ago, Buffett put money into a liberal-minded magazine called the Washington Monthly partly as a way to promote his own views on social policy, but these days he needs no printing press of his own to air his ideas. Being the world’s most famous investor gives him a far bigger platform than any magazine. And he uses it, giving chatty interviews on how “the taxation system has tilted towards the rich” with Tom Brokaw and railing against “dynastic wealth” while testifying for a stiff inheritance tax before Congress.

About the only controversial area of public policy that Buffett shies away from on camera is abortion, which he actively supports.

GLOBE TROTTING AGAINST TIME

Over the years, Warren Buffett’s high public profile has taken on a serious business motive far beyond that of educating his shareholders, giving something back to society, or even making his views on taxation known.

Buffett hopes to attract new acquisition candidates to Berkshire Hathaway, and as many as possible while he is still running the company. Nearing 80 years old and keenly aware of his age, Buffett knows that he must build Berkshire while he can. “We’ve long wanted … to extend Berkshire’s appeal beyond U.S. borders,” he wrote to shareholders in early 2007. “And last year, our globe-trotting finally got underway.”

But it won’t be easy.

For years, investors have been asking Buffett what will happen to Berkshire if he “gets hit by a truck.” “I’d feel sorry for the truck,” Buffett used to joke.

But it is no joke. To most investors and most companies around the world, Warren Buffett is Berkshire Hathaway.

For Warren Buffett has not just one job at Berkshire, but two. First, he is its chief investment officer, in charge of investing Berkshire’s money, for which he is famous.

Second, he is also chief executive officer of Berkshire, in charge of managing its “family” of companies. Those companies have been purchased by Buffett personally, and most of their CEOs report directly to Warren Buffett. After all, Buffett runs a tight ship: there are only 19 people working in Berkshire’s head office.

When Buffett goes, not only will Berkshire lose the most famous investor in the world, but its companies will also lose their leader.

And even though Buffett and the Berkshire board of directors have selected a successor to replace him as chief executive officer and are evaluating four candidates to replace him as chief investment officer, it is not at all clear that the Berkshire name will be enough to attract new managers and new companies without Warren Buffett behind it.

So Warren Buffett travels the globe, from Germany to India to Israel to Italy to China, so that in future years, when companies choose to sell, they will think not of “Warren Buffett,” but of “Berkshire Hathaway.”

It is nothing less than a race against time.


CHAPTER 1
This Is Big

“What we have created … is, to some extent, a cult.”

—CHARLIE MUNGER

It is Friday, May 4, 2007, the day before the Berkshire Hathaway Annual Shareholders Meeting, and I am about to find out just how big this is before I even get to Omaha. I’m in Chicago at Gate G-19 in O’Hare International Airport, trying to switch my ticket on the late-morning Chicago-to-Omaha Flight 4128 for an earlier flight on American Airlines. It’s 9 a.m. local time.

“It’s sold out,” the lady behind the counter tells me. “All the flights to Omaha are all sold out. But you can try standby if you want …”

I tell her I want to try. After a minute or two of working the keyboard, she hands me the standby ticket the way the guy at the 7-11 near my house in Connecticut hands me the Powerball ticket—a look that says, “You might as well rip it up right now, my friend.”

Yes, I’ve been investing money for more than 30 years and always with Warren Buffett’s famous rule in mind: “The first rule is not to lose. The second rule is not to forget the first rule.”

But I do buy Powerball tickets when the pot hits $100 million. After all, where else are you going to get a shot at winning a hundred million bucks for a one-dollar bet?

Now, that is not a question I’m planning to ask Warren Buffett at the Berkshire Hathaway meeting. Buffett himself would toss me out of the Qwest Center if I suggested that Berkshire start buying Powerball tickets, no matter how high the payoff.

Knowing the lousy odds for the lottery ticket buyers, Buffett might be more inclined to try to make money selling lottery tickets, except that Berkshire Hathaway is not in the gaming business. Buffett and his partner, Charlie Munger, consider gambling “a dirty business.”

Berkshire Hathaway is, however, very big in the insurance business. And so Buffett and his ace insurance executive, Ajit Jain, do, on occasion, insure games-of-chance sponsored by companies such as Pepsi. Buffett delighted in describing one such transaction in his 2003 Chairman’s Letter:

Ajit writes some very unusual policies. Last year, for example, PepsiCo promoted a drawing that offered participants a chance to win a $1 billion prize…. So we wrote a $1 billion policy, retaining the risk entirely for our own account. Because the prize, if won, was payable over time, our exposure in present-value terms was $250 million. (I helpfully suggested that any winner be paid $1 a year for a billion years, but that proposal didn’t fly.) The drawing was held on September 14. Ajit and I held our breath, as did the finalist in the contest, and we left happier than he. PepsiCo has renewed for a repeat contest in 2004.

The Pepsi contest ended well for Berkshire, as most things do: the contestant lost, so Berkshire kept whatever premium Pepsi paid without having to make the billion-dollar payout. It is just one example of how Buffett’s appetite for risk—well-defined, statistically calculated risk—can be enormous when the odds are in his favor.

Not only has Berkshire insured the kind of impossible-to-win games of chance on which I toss away 10 or 20 bucks a year, but it has sold insurance policies covering the 2002 Winter Olympics in Salt Lake City after the 9/11 terrorist attacks, boxer Mike Tyson’s life, and baseball player Alex Rodriguez’s ability to play ball after the Texas Rangers signed him to a $252 million contract, all for hefty profits to Berkshire.

With Buffett’s certain disapproval of my occasional Powerball indulgence ringing in my ears, and vain hopes for the standby ticket in my hand, I wait in the terminal, computer plugged in to an outlet, and check in on my business.

Sitting here at O’Hare, with e-mails to read, instant messages from traders popping up on the computer screen, and stock tickers flickering green and red, it takes some time before I become aware of what is going on around me.

What is going on around me is this: grown men and women are filling the seats, and they are talking about Omaha and Berkshire Hathaway and “Warren,” like kids going to Orlando to visit Disney World and see Mickey Mouse. It soon dawns on me that everybody else on this flight is also going to the Berkshire Hathaway meeting.

And they are very different from the intense, young high-tech technology warriors whom I usually see on cross-country flights; nor are they the sleep-deprived mothers and edgy fathers juggling babies and toddlers that were waiting for a JetBlue flight to Orlando this morning as I left New York.

Rather, they are mostly older men and women, nearly all of them couples, of the baby boom generation, with graying hair and wearing neat, casual clothing. Groups of younger men have also gathered, wearing jeans, open-necked Oxford shirts, and loafers. All are eager to get to Omaha.

So eager, in fact, that some of them will be left behind despite having confirmed seats on the next flight.

This is because American Airlines’ computers, which routinely oversell seats based on statistical calculations regarding the incidence of no-shows among confirmed passengers, have failed to take into account the fact that this particular flight is bound for Omaha, Nebraska, on the eve of the Berkshire Hathaway annual meeting, which 27,000 people are planning to attend.

And every one of the confirmed passengers has shown up for this flight.

Soon the ticket agent is offering to pay people to stay behind, but not a single person is taking her up on it. And why would they? These people have plans, and they’re not going to screw up those plans—and miss hearing “Warren”—by giving up their seat for a voucher on another lousy flight.

Eventually, somehow, the passengers are all on board and the door to Gate G-19 has been closed. My own standby long shot is now as worthless as an expired Powerball ticket. The gate area is almost empty, and I begin stretching out a little. I have a lot to get done before my flight leaves.

And then I hear voices from the ticket counter.

Two angry men and one desperate couple with confirmed seats on the flight are watching helplessly as the plane backs slowly away from the terminal to take its place in line for take-off. They sputter at one another, at American Airlines in general, and at the two ticket agents on the other side of the ticket counter.

The ticket agents take turns typing on one of those ancient clackety airline keyboards, shaking their heads and carefully deploying the standard non-eye-contact mode by which airline employees inadvertently goad already angry customers to the point where they want to smash something.

The wife of the stranded couple is so anxious to get to Omaha that she suggests renting a car and driving there, all 468 miles. Her husband, red-faced and exasperated, dismisses the notion with a snort and turns his back on her, while making calls on his cell phone as if somebody besides the American ticket agents can do something to help.

I return to my work, secure in the knowledge that I have a ticket on the next flight. After all, I checked in three hours early. The next time I look up, the ticket counter is deserted: the ticket ladies have somehow rebooked the couple and the other two men on a different flight. Either that or they’re all driving to Omaha.

Now, the American Airlines Chicago-to-Omaha flight that just left the gate is an airline’s dream: it left on time and fully loaded. Every one of its seats was occupied by a passenger who booked well in advance and likely paid full fare. By comparison, the entire airline industry is running planes that are only 81 percent full, on average, this time of year. So that Omaha flight—and all the other Omaha flights leaving here today—should be among the most profitable in American Airlines’s entire system.

And yet the company managed to make four of its passengers irate, swearing that they will never take American Airlines again in this life or the next.

“MY NAME IS WARREN AND I’M AN AIROHOLIC”

No wonder Warren Buffett hates the commercial airline business, investment-wise, I muse: even when it’s doing well, the airline business does poorly. To this day, two decades after his famously horrible investment in USAir, Buffett ruefully tells people that he has a 1-800 number to call should he get the urge to buy an airline stock:

“I call at two in the morning and say ‘My name is Warren and I’m an airoholic.’ And they talk me down.”

The stock market keeps me busy while the area around me begins to fill up ahead of the next flight—my flight. The people setting down their bags and stretching their legs, reading books, or just talking are the same kind of passengers that boarded the earlier flight: middle-aged couples interspersed with a few groups of eager young men talking and sharing stories.

I turn off the computer, make a few phone calls, and watch the crowd build, secure in the knowledge that I have my ticket on the next flight.

Or so I think.

Half an hour later I’m standing patiently in a long line of expectant ticket holders shuffling toward the door marked Gate 19. Excitement is rising. People are talking, laughing, and calling friends on their cell phones (“Guess where I’m going!”). I approach the ticket agent and start getting excited, too. It looks as if we’ll get into Omaha on time, so I’ll have a chance to get settled, check out the logistics, and meet up with a reporter for dinner.

My reverie is broken, however, when the bar-code scanner kicks out my boarding pass. The ticket agent looks at it carefully, then hands it back and says, “There’s something wrong with your seat. Wait over there.”

She points to the same ticket counter where two hours ago four passengers were waving their boarding passes and sputtering, while I had chuckled inwardly. Now, I am suddenly no longer part of the friendly fraternity of Berkshire shareholders. I have been rejected from the line. I walk slowly to the desk to await my fate—my mind going through alternatives for the final leg to Omaha, like renting a car.

As it turns out, there are five of us who’ve been rejected by the bar code scanner, and we bond by comparing when we had bought our tickets. At a minimum, three months ago. The talk turns to alternatives. One younger man has none: “My wife is on that plane,” he says. “If I don’t meet her, I’m screwed.”

We watch the others board the plane. Now the gate area is empty. The ticket agent who banished us returns. She is remarkably helpful, and somehow we all finally get new seats. My new seat, it turns out, is exactly the same seat I’d been assigned when I got the ticket three months ago—the one that the bar-code scanner rejected. The five of us board the plane in full view of 45 smug, seated passengers. They watch impatiently while we find room for our gear in the overhead bins and take our seats. American Flight 4128 to Omaha is another completely full flight, and American has managed not only to unsettle five of its passengers but to annoy the hell out of the rest.

“If a capitalist had been present at Kitty Hawk, he would have done his successors a huge favor by shooting Orville down.”

Buffett has been saying that for years, and he is right; it really is a terrible business.

But I don’t care. I’m on a plane bound for Omaha.


CHAPTER 2
Why Omaha?

“It’s much easier to think here.”

—WARREN BUFFETT

Our plane descends through a dense gray cloud cover over western Iowa, and things get a little bumpy. The seat-belt sign comes on, the pilot’s voice comes over the intercom telling the flight attendants to prepare for landing, and the wheels are lowered with a noisy jolt.

As we emerge beneath the clouds, the ride smoothes out, and the cabin begins to stir with palpable energy.

We are over farmland. The fields are giant rectangles that are alternately impossibly green or brown and fallow, muddy from rain. Roads run between the fields, which have been plowed in contoured patterns that reveal the subtle geography of the midwestern heartland. Occasionally, a driveway leads to a house, barns, and silos.

This geography looms large in Warren Buffett’s life. In 1945, he bought 40 acres of farmland for $1,200 earned from a newspaper route—he was only 14—and to this day he frequently compares investing in stocks to buying farmland, to underscore the importance of long-term thinking.

If you were to look at a farm out here in Omaha, you wouldn’t look at the price every day … you’d look at the value of what the farm produced relative to your purchase price. That’s exactly what we do with stocks.

Buffett also once bought a farm for his son Howard’s use.

Howard—now 52 years old and a Berkshire director—had sold his shares of Berkshire stock early in its meteoric rise to finance a business that didn’t pan out. Later, when Howard wanted to try his hand at his first love, farming, his father offered to help. But Warren Buffett didn’t offer to buy a farm for his son, or even to lend him the money. Instead, Buffett purchased the farm for himself and rented it to his son.

At market rates that varied with Howard’s weight.

This gesture—cold as it seems—did not appear to surprise anybody, least of all Howard’s two siblings. His younger brother, Peter, once bought a book for their father called The Father’s Handbook, to try to get through to his old man, who seemed more absorbed in the stock market than his children. When their sister, Susie, was pregnant with her first child, and living in a new city, she asked her father for a loan to fix up her small kitchen to prepare for the baby. As she told the story to Roger Lowenstein, a Buffett biographer, Buffett turned her down, suggesting that she go to the bank and get a loan “like everyone else.”

Warren Buffett is no soft touch, even with his children.

“I’LL PAY YOU $2.5 MILLION NOT TO READ IT”

The plane drops and the ground moves closer, filling the window. The fields change from lush green to muddy brown more quickly. The plane banks sharply and evens out. We pass over a highway, then more brown fields and green pastures. We are descending more quickly now, and the fields end at a bank of trees marking the edge of a fat, muddy river, the Missouri. The great, slow river passes beneath us, and we are now over grass again. Suddenly concrete appears beneath the wing, the concrete becomes a runway, the plane bangs down, and we’ve landed at Eppley Airfield.

We’re in Omaha.

The reverse thrusters slam open and the plane slows sharply. I turn on my BlackBerry, preparing to check messages while the plane turns back toward the terminal. At JFK airport, during a busy time of day, it can take 20 or 30 minutes just to get to the gate—but a strange thing happens here. The plane rolls for a minute or two, and then stops at the gate with a slight lurch.

The lights come on, and Flight 4128 is over. The seat-belt sign is turned off, a voice welcomes us to Omaha, and the door at the front of the cabin is pushed open, letting in fresh, warm, humid air. We’re all standing up, stretching, and getting our gear, and we’re walking out of the plane and onto the gangway before I can finish reading the first e-mail on my BlackBerry.

Not that I’m missing out on a lot of great Wall Street research. I once got an e-mail that contained the following headlines, all in one paragraph:

Crude Oil Little Changed Amid Weaker Outlook for U.S. Energy Demand;

Crude Oil May Surge to $130 This Year, BlueGold’s Andurand Says;

Kornafel of Hudson Capital Energy Says Oil May Fall to $90 in Near Term;

Lippow Says Oil to “Keep Going Higher,” May Reach $110.

It is no wonder Warren Buffett doesn’t read Wall Street research.

In fact, Warren Buffett and his partner, Charlie Munger, have such low regard for Wall Street research that Buffett delights in retelling the story of how Munger once turned down the opportunity to read an investment banking analysis on a company called Scott Fetzer, which Berkshire had agreed to buy, even though Scott Fetzer had already paid the investment banking firm $2.5 million for its services:

I guess the lead banker felt he should do something for his payment, so he graciously offered us a copy of the book on Scott Fetzer that his firm had prepared. With his customary tact, Charlie responded: “I’ll pay $2.5 million not to read it.”

Despite the fact that he runs a $100 billion enterprise with dozens of different companies and close to 250,000 employees, Warren Buffett still gets much of his news the old-fashioned way: he reads newspapers. Every morning, Buffett reads the Wall Street Journal, the Financial Times, the New York Times, even USA Today and the Omaha World-Herald. Also, American Banker.

In fact, most of what Buffett reads is on paper, even the brief monthly reports he asks the managers of each of the Berkshire’s companies to provide. The Eppley Airfield terminal building is about as simple and old-fashioned as Warren Buffett’s news-gathering techniques. I walk through a brick-and-glass building that might have been built 30 years ago. Aside from the Omaha Beef kiosk, nothing particularly distinguishes it from any other airport terminal—not the Krispy Kreme donut counter or the shoeshine stand, and certainly not the Hudson Booksellers shop.

Or so I think.

Then I notice that the Hudson’s display tables and shelves hold an unusual number of books about one particular person: Warren E. Buffett. Not only that, there are several books about Charles T. Munger prominently on display.

While some of the books are quite familiar even to the casual Buffett fan, particularly Roger Lowenstein’s excellent 1995 biography, a few of them are not familiar at all. I make a mental note to check them out on Amazon later, not knowing that the Berkshire meeting will have its own bookstore set up right inside the Qwest Center’s exhibition hall, devoted entirely to Warren Buffett, Charlie Munger, and Berkshire Hathaway.

I head past the baggage claim and out into the bright sunshine, pondering the fact that the world’s greatest investor and his partner were both born and raised 1,200 miles from Wall Street, right here in Omaha.

“IT’S CHEAP HERE, YOU KNOW”

There is nobody else in line at the taxi stand. I toss my overnight bag into the first cab to pull up, slide onto the seat, and shut the door while the driver sets the meter and asks where to. I tell him, he nods “all right,” and we pull away from the curb and onto a quiet, wide road. There is almost no traffic.

The windows of the cab are open, and the interior is uncomfortably warm from sitting in the midday sun. The seats are the shiny, worn, plastic New York City cab type. The suspension sags, and the cab feels springy and mildly unsafe. I ask the driver about the soccer ball on the front seat. He tells me he’s from East Africa by way of Minneapolis, and he plays a lot of soccer with friends in the area.

He likes Omaha: “It’s cheap here, you know.”

As he drives and we talk, a Nextel phone in a holster next to the meter keeps going off. It isn’t business, however. The callers are friends of his who are trying to get a soccer game together. Can’t do it today, he tells each caller. He turns to me. “This is a busy day, just like they told us it would be. Busy, busy day.”

Busy he may be, but not New York City busy. We’re not exactly tearing down the road, jumping out at traffic lights, and doing bootlegger turns to beat the traffic. This is Omaha. Things are slower. The drive from Eppley Airfield to downtown Omaha is only five miles.

It takes about 10 minutes, and we don’t even get on a highway.

We do, however, leave Nebraskan soil briefly for about a half a minute, thanks to a geographic quirk of the Missouri River that left a half-mile-wide peninsula of Iowa soil—once a loop of the Missouri River—jutting into Nebraska.

Nebraska or Iowa, the landscape is entirely what is known in real estate circles as “light industrial” and exactly what you’d expect to find near an airport on the banks of the Missouri River: fuel tanks, warehouses, grain silos, railroad tracks, and railroad yards.

There is, however, a spanking new development—the headquarters of the Gallup polling organization, the driver tells me—that sits alongside the river, and soon we’re passing the modern, glass-and-metal Qwest Center, where the Berkshire Hathaway annual meeting will take place tomorrow morning, doors opening at 7 a.m.

But there’s nothing here—not the farmlands or the city land-scape—that suggests why one of the greatest investors who ever lived, and his partner, were born in Omaha.

A great farmer, perhaps. Or a food mogul, certainly. Omaha Beef is famous around the world, and the Swanson TV Dinner was invented right here in the 1950s, as was Duncan Hines cake mix, dreamed up by folks at the nearby Nebraska Consolidated Mills—now ConAgra—who needed to find a way to get rid of the flour that was filling up their silos. They licensed the name “Duncan Hines” from a real person—a traveling salesman who’d been rating roadside restaurants since the 1930s as sort of the Zagat’s of his day—and turned a low-margin commodity into a highly profitable brand that ConAgra later sold to Procter & Gamble.

The lesson—that brand names carry economic power but commodities do not—is one that Warren Buffett learned early in his life, to his shareholders’ benefit over many decades. Most of Berkshire Hathaway’s biggest and best stock purchases have been in companies with powerful brand names: Coke, Gillette, and American Express.

In that light, it shouldn’t shock anybody that Warren Buffett wanted no part of his son Howard’s farm, except to collect rent. Or, conversely, that Berkshire Hathaway would one day become a large shareholder of Procter & Gamble.

A STREET CALLED QUERULOUS

We pass beneath Route 480, an elevated highway separating North Omaha from the city center, and head west on a street so wide and yet so devoid of cars that it feels like Sunday morning—not the middle of a Friday afternoon.

There are no cabs jockeying for position at the traffic lights, no illegally parked trucks or limos, no gridlock alerts or cruising cop cars or FedEx trucks making deliveries. Just big, wide, calm streets. There are almost no pedestrians, although the sidewalks look almost as wide as the streets.

Despite the lack of traffic, we seem to hit nearly every red light—the lights aren’t coordinated like those in New York City—so I manage to get a good look at the buildings. They are a bland, midwestern mix of old-fashioned brick, granite, glass, and steel—dominated by the plain, dour Woodmen Tower. Some look straight out of the city’s meatpacking heyday; others are modern and more ambitious.

Downtown is clean and windswept, with an airy, big-sky feel to it, and navigation is straightforward, with the streets laid out in a grid. Those running north to south are numbered, starting at 2nd Street along the Missouri River.

The streets running east to west are named, with many of them evoking the Old West city that Omaha used to be—Clay, Calhoun, Leavenworth—and at least one with a sense of humor about it—Querulous Street, near the Amtrak station.

My hotel is on Dodge Street.

The Western theme goes only so far, however. There are no streets or parks or hospitals or highways named for the Otoe or Ioway tribes that were already here in 1804, when Lewis and Clark stopped on their way along the Missouri River toward the Pacific, and that were slowly pushed aside as this bend in the Missouri River became an important stop for Utah-bound Mormons and California-bound gold prospectors.

Yet the old-town feel is relaxing. Being here gives one a sense of the vastness of the country, so that whatever is happening right now on Wall Street—whatever news flash is causing traders to panic and prices to gyrate and CNBC commentators to react and politicians to hold press conferences—the world continues.

And I realize I forgot to check the closing prices on my stocks today.

“HE ACTUALLY USES A CELL PHONE NOW”

The cab driver switches between talking to his friends on his Nextel and telling me about Omaha. It is a striking thing to see an East African immigrant, transplanted thousands of miles from home to the middle of America, no less, who is entirely comfortable with and very much dependent on the kind of technology that Warren Buffett, as an investor, will have almost nothing to do with.

As great as his track record is, and as wise as his pearls of wisdom are, Warren Buffett’s investment philosophy does seem narrow-minded and old-fashioned. He focuses on a handful of industries he knows well—insurance, home furnishings, business services, and anything else that fits within his famed “circle of competence.” And the rest he leaves alone.

Companies he has left alone include several of the most phenomenal investments of the last two decades: Apple, Google, and BlackBerry creator Research-In-Motion. Buffett even missed Microsoft, a virtual monopoly in its heyday, despite the fact that the company’s founder, Bill Gates, is one of his best friends.

Times have changed since the post–World War era, when a diligent investor named Warren Buffett could buy shares of the Union Street Railway of New Bedford for $45 a share when it had $120 a share in cash on its books. Investing has become big business, and bargains are harder to come by. A new world of technology has rendered old work habits, and old investments, obsolete.

To investment managers who’ve made careers out of companies like Apple, or Google, or Research-In-Motion, the companies Buffett has been buying for Berkshire Hathaway—Shaw Industries, Acme Building Products, GEICO—don’t exactly set the pulse racing, as Buffett himself is the first to admit.

Like pay phones in a wireless world, Buffett seems increasingly antiquated—even irrelevant—to more flexible, wide-ranging investors who have grown up in a highly connected, technologically dependent world.

Of course, neither Buffett nor his “quality shareholders” express any remorse over missing Google or Apple or even Microsoft, outside his circle of competence as those investments are. After all, while many investors have had better years than Warren Buffett, and some may have had better decades, Buffett’s track record over the long haul is, quite literally, unsurpassed.

Still, if a cab driver’s circle of competence can include modern technology, why not Warren Buffett’s?

Partly it is age. As Richard Santulli, who founded and runs NetJets—the wildly successfully private jet timesharing business that Buffett enjoyed so much as a customer that he acquired the entire company for Berkshire—said in a 2007 interview:

He doesn’t do e-mails. He answers the phone. Ninety percent of the time—I have his direct number, he picks up the phone and says hello. If not, I get one of his assistants and he’ll call me back quickly. He actually uses a cell phone now, which is very amazing.

Partly it seems that Buffett’s view of technology investing dates back to the “Go-Go Years” of the late 1960s, when high-technology investing first took hold and Buffett was finding it so hard to find the kind of attractive investment ideas that he closed down his Partnership and began to focus on his single largest investment, textile maker Berkshire Hathaway.

Back then, “high technology” meant “semiconductors”—a fickle business, and one that Buffett wanted no part of.

Charlie Munger continued to reinforce Buffett’s aversion to technology, having had a bad experience investing in a Los Angeles area high-technology company called Transformer Engineers that sold equipment to the U.S. military during the Korean War. “I never went back to the high-tech mode. I tried it once and found it to have many problems. I was like Mark Twain’s cat that, after a bad experience, never again sat on a hot stove, or a cold stove either.”

Fifty years later, of course, high technology is hardly the esoteric, fickle, unreliable business it once was. The world runs on computer systems. In a global economy, technology spending is not optional. For many companies, in fact, technology creates a “moat”—the type of competitive barrier that Warren Buffett looks for when he buys a business.

A truly great business must have an enduring “moat” that protects excellent returns on invested capital.

In fact, heavy investment in technology created just such a moat for one of Buffett’s favorite companies, Wal-Mart. Sam Walton’s folksy demeanor aside, Wal-Mart adopted new technology quickly; it became the first major retailer to put satellite dishes on the roof of every store, beaming real-time sales information and new orders to suppliers.

Yet Warren Buffett makes no bones about the fact that technology investments are outside his circle of competence, and anything outside that circle represents a risk that he won’t take. As he said a decade ago at the Berkshire annual meeting:

I could spend all my time thinking about technology for the next year and still not be the 100th, 1,000th or even the 10,000th smartest guy in the country analyzing those businesses.

If Warren Buffett can’t be one of the smartest guys in the country analyzing a business, he isn’t interested. Period, end of story.

We pull up to the Doubletree Omaha Downtown, and I pay the driver; he is talking to one of his friends, shaking his head and saying, “No, I can’t play.” The dispatcher calls. They want him back at the airport. He smiles. “They told us it would be like this,” he says. He leaves, pulling away onto Dodge Street.

Dodge Street is two blocks from Farnam Street. It is on Farnam—named for a Connecticut railroad speculator—that Warren Buffett lives, just a few miles west of downtown.

As most Berkshire shareholders already know, Buffett lives in the first house he ever bought, which cost $31,500 in 1957. Despite the modest price, he dubbed the house “Buffett’s Folly.”

Buffett simply hates to spend money, even for something as necessary and practical as a house. He apologized to shareholders the year Berkshire bought a corporate jet—and christened the plane the “Indefensible.”

“THE REAL ACTION”

Despite the fact that this is the biggest weekend in Omaha all year, the Doubletree Omaha Downtown is not exactly hopping. I expected a lot more activity than two couples ahead of me waiting to check in. It is 3:30 p.m. and the gift shop is closed for no apparent reason. The lady at the front desk tells me it reopens at 4:30 p.m., as if this is perfectly normal. The only hint of something special happening in town is a stack of Omaha World-Herald newspapers on the front desk wrapped with a large photograph of a smiling Warren Buffett on the cover and with details of the weekend’s events inside.

My room is as nondescript as they come. The window faces north, across the Gerald R. Ford Freeway. The buildings are rundown and industrial. The most remarkable feature on the horizon is a large sign for Sol’s Pawn Shop. Not everyone in Omaha is a Berkshire Hathaway shareholder.

Later, in the lobby, near the now-reopened gift shop, I rendezvous with a reporter—an old hand at covering the Berkshire Hathaway meeting. We leave the hotel and walk several blocks in a hot, bright sun with a few fat white clouds on the horizon to the Old Market area—a quaint, busy few blocks full of bars and restaurants—for some food.

The reporter is surprisingly jaded. After several years of covering this “Woodstock for Capitalists,” she sees it mainly as a weekend for shareholders to spend money at one Berkshire-owned company or another. Tonight’s “cocktail reception” at Borsheim’s immense jewelry store, she tells me, will be more like a giant free-for-all, with thousands of shareholders crowding the shopping mall and spilling out into a tent-covered parking lot.

“There are lines everywhere.” Lines to buy Christmas ornaments, lines for food, lines for drinks, and hordes of gawking shareholders hoping to get an autograph from Warren Buffett himself. Tomorrow’s “Backyard Barbecue” at the Nebraska Furniture Mart and Sunday night’s dinner at Gorat’s will be the same. “Avoid them at all costs,” she says.

Worst of all—at least for her—is that she has to cover all these gatherings and miss “the real action.”

The real action happens at events that no casual, day-tripping shareholder is going to see: a Friday luncheon with the dozens of chief executives of the Berkshire companies, hosted by Buffett himself; a Saturday night insurance dinner hosted by Ajit Jain, Buffett’s ace insurance man; an invitation-only dinner, also on Saturday night, for longtime investors, analysts, and portfolio managers, hosted by a former Wall Street insurance analyst; a Sunday brunch hosted by Buffett at his country club for old friends and longtime shareholders.

And there are cocktail parties and dinners hosted by Berkshire executives, longtime shareholders, friends and families throughout the weekend. As for Buffett, the reporter says, “Warren”—as the reporter and everybody else around here seems to call the man—“is pretty much as advertised. He’s available to the press, quick to call back, amiable on the phone, and, usually, quite easy-going … provided he likes your work.”

Buffett often picks visitors up at the airport himself; he has no chauffeur, goes into the office seven days a week, and is “unbelievably plugged in.” He also has a photographic memory and “remembers everything.”

Plus, he’s a speed reader. The reporter knows an author who sent Buffett a book to read for accuracy, and got a call back within an hour of Buffett’s receiving the book. He’d read every word, and offered a few corrections.

Still, the reporter warns me, Buffett can be prickly.

Shortly after the 9/11 terrorist attacks on New York City, she remembers, Berkshire released a snide press release calling a New York Times reporter “confused” about a point the reporter had made in an article published that morning.

Two years later, Buffett wrote an op-ed piece for the Washington Post criticizing Bush administration tax proposals that drew a sarcastic one-liner from a minor Treasury official about “a certain midwestern oracle, who, it must be noted, has played the tax code like a fiddle.” The official and her wisecrack would have been forgotten by everyone, except that Buffett spent nine paragraphs of his year-end letter to investors rebutting the woman and mentioning her name three times. He finished it off with a huffy suggestion that the woman get to work making the corporate tax code fair.

Above all, the reporter says, Warren Buffett is extremely protective of his image—and of Berkshire’s. Buffett has been particularly put off, she tells me, by some press coverage of a fraud investigation involving Berkshire’s biggest insurance operation, General Re, and American International Group, known as AIG. Buffett once lauded one of the four former General Re executives under investigation in the probe as having “the very same qualities that I would want to see in a man who was going to marry my daughter.”

That man, Ron Ferguson, would later be convicted of, among other things, conspiracy, securities fraud, and making false statements.

It’s no wonder Buffett is prickly.

“A SANER EXISTENCE”

Afternoon is merging into dusk, and the reporter gloomily heads off to cover Buffett’s Ping-Pong game amidst the hordes now descending on Borsheim’s. I walk back to the Doubletree on my own. Outside of Old Market, the sidewalks are empty, and the streets are quiet. The wind is picking up, and the air is clean and smells like rain.

Time does feel slower here. The buildings are not so big that they block out the horizon. The sun is setting, shadows are long, and the sky is getting dark. Back at the Doubletree, the lobby is not much busier than it was before.

“I think it’s a saner existence here,” Buffett told L. J. Davis, writing for the New York Times, almost two decades ago:

I used to feel, when I worked back in New York, that there were more stimuli just hitting me all the time, and if you’ve got the normal amount of adrenaline, you start responding to them. It may lead to crazy behavior after a while. It’s much easier to think here.

I think Buffett was right.
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