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More Choices, or Better Choices?

There are as many bnhoed kps, op
dieting, and exercise as books on how to invest and lea
a busi WwWeY’e €an all t hese
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Warren Buffett's message to inyvestors

Market-t i mi ng doesnot get yo
trial -and-error investing, wishful forecasting, trading
programs, nor | I stening t

Good managements do
Good companies do
Disciplined decisions and patience do
|l n ot her wWordseThere
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Warren Buffett's message to managers

Focus one

--providing top products at the most competitive prices
-wi deni ng your competitiyv
--Inspiring employees to act ethically

--allocating capital only in ways that create value
~-treati ng your sharehol de

Do not e
--0bsess on your stock price
--encourage speculation in your company
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* Like Berkshire Hathaway, the best businesses
the past 100 years we
followed consistent principles.
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Buffett Management Principle #1

* Good Businesses can stay good businesses fc
|l ong ti me | f €

1) founders develop a strong business model
2) the business sticks to what it does best
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From Standard Oil to ExxonMobil

John Rockefeller retired 113 years ago, leavin
Standard Oil the largest publicly traded compa
In the world.

Today, the successor compankxxonMobili
remal ns t he worrbdos | a1 yc3t |
company, but earns 250 times maore profits!

There have been 8 CEOs since Rocke
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Buffett Management Principle #2

* Good Businesses can keep growing at above
average rates for a |
vision is followed
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From Walt Disney to Bob Iger

Walt Disney died in December 1966, and = =7 %@ & &
observers wondered whether the company S
could survive without his leadership. B W
When Walt died, the stock then traded for ¢
split-adjusted 23 cents!

Successive CEOs have increased the value of
the company 16fold in 44 yeare a 12.2%
annual Increase.
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http://en.wikipedia.org/wiki/File:Walt_disney_portrait.jpg

Buffett Management Principle #3

* Demographics, free cash flow, and the power ¢
compounding are the best friends of a growing
business.
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The Legacy of Charles Walgreen

Became a druggist after losing a finger in a
iIndustrial accident

Died 71 years ago with 500 stores.
Succeeding family members opened 7,550
more stored almost all of them internally
financed with no debt!

Since 1959¢@
The stock has risen 4Aalad
EPS has risen 33@ld
Dividends have risen 28o@ld
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http://en.wikipedia.org/wiki/File:Charles_R._Walgreen.jpg

Buf

ett Management Principle #4

* Nothing builds consistent results better than a
managementEAM that stays together
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Building a Team at O’Reilly Automotive

OO0OReil Il y family f
autoparts store in 1957. They no, .
have 3,536 stores. Wt' -

Management Tenure:
Chairman of Boa
CEOCeéeéeée28 year

COOéeeéeeeeld39 year s

VP of Salesééeeé. . 28 years
ge. 27 years
é . 27 years

SVP Merchandil sI n
VP Acqui sitionse

Stock rose 28old since 1993 |PO.
Operating profits rose 2{®ld.

THE
SANIBEL CAPTIVA

TRUST COMPANY



Buffett Management Principle #5

*A good

Nfranchi

Seo0 Ceé&

the economic environment throws at it.
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A good franchise no one could break

Founded 1851 as the Mississippi Valley Printing
Telegraph Co.

Has seen most of its products become obsolete

Has been involved in several near-bankruptcies,
restructurings, and leveraged buyouts

Has had 11 CEOs si nyg@&l Wwi |

Pioneered vital innovations in telecommunications

Operates one of the most lucrative financial services businesses in the world

Has one of the str onigdds000Ilataanslt SO I n b«

Increases market share year after year
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http://en.wikipedia.org/wiki/File:Western_Union_building,_Manhattan.jpg
http://en.wikipedia.org/wiki/File:Western_Union_money_transfer.png

N

Bu

Op

bus.|

ett Management Principle #6

N CESSEEEeC S

dsotnadrt s

ne helm, but can survive management turnov
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Who Am I?

lvan Seidenberg, CEO of Verizon since
1995

Longestserving CEO of a Dow 30
company

Started as a cabkplicingassistanfor
NYNEX

Been at his job longer than the CEOs of
Caterpillar, Procter & Gamble, \Walart,
Boeing, JNJ, American Express, GE, and
countless other bluehips.
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Warren’s been very,

very good to us!
$10,000 invested in Berkshire in 1965 turned into

$60 million by April

Several thousand millionaires, and
several billionaries, owe their fortunes
mostly to Buffett

Taught his disciples how to enhance \
returns takling LESS _lt-zSsCesias '
ethically honest strategies! e
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http://images.google.com/imgres?imgurl=http://images.businessweek.com/ss/07/11/1115_philanthropy/image/1_warren_buffett_bn.jpg&imgrefurl=http://images.businessweek.com/ss/07/11/1115_philanthropy/source/51.htm&usg=__lhM2tJnhODbGTge6IAgM-NSZqUA=&h=450&w=464&sz=74&hl=en&start=2&um=1&itbs=1&tbnid=CpmYAjYsrWoI3M:&tbnh=124&tbnw=128&prev=/images?q=Warren+Buffett&um=1&hl=en&sa=N&tbs=isch:1
http://images.google.com/imgres?imgurl=http://barneymccoy.files.wordpress.com/2009/02/warren_buffett.jpg&imgrefurl=http://barneymccoy.wordpress.com/2009/02/&usg=__j8YSX42yKjcciIOv3KrYhDx9M0Q=&h=320&w=260&sz=35&hl=en&start=3&um=1&itbs=1&tbnid=QPHnULvRyG7VHM:&tbnh=118&tbnw=96&prev=/images?q=Warren+Buffett&um=1&hl=en&sa=N&tbs=isch:1

What’s Your Story?

Al'l good businesses have goc
good heroes who attract followers

As an 1T nvestment manageivemd 0
a narrative that describes the essence of your business, surrol
that story with driven ethical leaders, and you can hook me as
Investor!
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NThe rise of the Standard
wealth was not meteor-like, but

accomplished over a quarter of a century by

courageous venturing in a field so risky that

most large capitalists avoided it, by arduous

labors, and by more sagacious and

farsighted planning than had been applied to

any other American | ndust:
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The rise of great leaders and great companies
requires

Prolonged, steady execution,
Taking calculated risks,
Passion and hard work

Vision
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Good Companies. . .

* Tend to be concentrated in select industries that permit high
returns on capital AND where growth is driven by demographic
factors.

* Health Care

* Financial Services

* Consumer Products

* Consumer Staples

* Business Services

* ValueAdded Manufacturing
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Lousy Companies ... for imnvestors

* Airlines

* Virtually all modes of human transportation
* Refining and oil production

* Textiles

* Semiconductors

* Automobile manufacturing

* Mining (coal, minerals, metals)

* Railroads (until just recently)
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Which types of companies make money?

Number of unprofitable years since 1929

The Good The Bad and Ugly

Banks and thriftsee. .. 1

Food and beveragee. 0 R
Tobaccoééeeeée. O Lodgi n
Medi cal serviceseeeéeo A u
Tel ephonesée. . eée. .0 Mi
Business services..e. .1
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Capitalism can be brutal to mvestors

A 1,500 railroads have issued stocks or bonds in the U.S. since 1827.
A 1,000 commercial airlines have flown in the U.S. since the 1930s.
A 1,000 companies have tried to make automobiles since 1900

A935 companies have tried to make pianos since the late 1880s

A 20 companies have tried to make motorcycles since 1885

A More than 2,000 companies have tried to make computers and
software since 1980

Nearly all of these companies eventually went bankrupt!!
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Good Companies. . .

* Grow faster than their respective industries

* Grow faster than the economy (sales growth > GDP growth)

* Obtain better returns on their assets than competitors

* Sell into growth markets

* Exploit opportunities when they arise

* Constantly try to innovate and improve

* Canwithstand setbacksa ncapacity to su
* Successfully allocate capital and reinvest earnings
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Good CEOs...

Know their businesses / industries inside and out

Are longterm oriented in decisiemaking
* Have both a sense of history and a gdmmgvard vision

* Follow a strategic plan

\

*'ALead, 0O not AmManage. 0 You ma
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Good CEOs...

* Acknowledge their mistakes in order to build trust

*Are constantly focused on bu
accounting earnings

* Attract shareholders who have the same goals and time horizc
You get exactly the shareholders you deserve!

* Allocate capital in ways that build value
A Prudent use of dividends and share buybacks
A Accretive acquisitions that make strategic sense
A Obtain high returns on retained earnings
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The Berkshire strategy

Grow book valueeand

BRK share price vs. book value
1965-2010

$1,000,000

$100,000 - o
Stock rises 21.4% annually /"//__/
$10,000 under Buffett ‘

$1,000

Book value rises 20.0%
annually under Buffett

$100

$10

1 e e L s e e e e B I e e e o e L B e e e e o S A e e e e e
1965 1969 1973 1977 1981 1985 1989 1993 1997 2001 2005 2009
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Markel Corp. (MKL)1 operated by the Markel family

*l nsurance holding company th
Into stock and bonds of public and private companies

* 19% annual returns since 198%eating all mutual funds and
nearly all hedge funds and partnerships

* Avalilable toanyinvestor as a publicly traded stock

* Cost to own MKL = the commission on each share bought
(pennies!). Investor returns = Markel family returns!

T —

THE

/ : SANIBEL( ) CAPTIVA
TRUST COMPANY



