
“A genius is the man who can do the average thing when everyone else around him is losing 

his mind.” —Napoleon (Location 24) 

 

The premise of this book is that doing well with money has a little to do with how smart you 

are and a lot to do with how you behave. And behavior is hard to teach, even to really smart 

people. (Location 41) 

 

financial success is not a hard science. It’s a soft skill, where how you behave is more important 

than what you know. (Location 80) 

 

knowing what to do tells you nothing about what happens in your head when you try to do it. 

(Location 89) 

 

I love Voltaire’s observation that “History never repeats itself; man always does.” It applies so 

well to how we behave with money. (Location 115) 

 

The challenge for us is that no amount of studying or open-mindedness can genuinely recreate 

the power of fear and uncertainty. (Location 149) 

 

Michael Batnick says, “some lessons have to be experienced before they can be understood.” 

We are all victims, in different ways, to that truth. (Location 156) 

 

Luck and risk are both the reality that every outcome in life is guided by forces other than 

individual effort. They are so similar that you can’t believe in one without equally respecting 

the other. They both happen because the world is too complex to allow 100% of your actions 

to dictate 100% of your outcomes. They are driven by the same thing: You are one person in 

a game with seven billion other people and infinite moving parts. The accidental impact of 

actions outside of your control can be more consequential than the ones you consciously take. 

(Location 305) 

Note: Ejemplo de gates vs evans 

 

Years ago I asked economist Robert Shiller, who won the Nobel Prize in economics, “What do 

you want to know about investing that we can’t know?” “The exact role of luck in successful 

outcomes,” he answered. I love that response, because no one actually thinks luck doesn’t 

play a role in financial success. But since it’s hard to quantify luck and rude to suggest people’s 
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success is owed to it, the default stance is often to implicitly ignore luck as a factor of success. 

(Location 312) 

 

But how much? It’s so hard to know. Everything worth pursuing has less than 100% odds of 

succeeding, and risk is just what happens when you end up on the unfortunate side of that 

equation. Just as with luck, the story gets too hard, too messy, too complex if we try to pick 

apart how much of an outcome was a conscious decision versus a risk. Say I buy a stock, and 

five years later it’s gone nowhere. It’s possible that I made a bad decision by buying it in the 

first place. It’s also possible that I made a good decision that had an 80% chance of making 

money, and I just happened to end up on the side of the unfortunate 20%. How do I know 

which is which? Did I make a mistake, or did I just experience the reality of risk? (Location 325) 

 

The line between bold and reckless can be thin. When we don’t give risk and luck their proper 

billing it’s often invisible. (Location 364) 

 

Countless fortunes (and failures) owe their outcome to leverage. The best (and worst) 

managers drive their employees as hard as they can. “The customer is always right” and 

“customers don’t know what they want” are both accepted business wisdom. The line 

between “inspiringly bold” and “foolishly reckless” can be a millimeter thick and only visible 

with hindsight. Risk and luck are doppelgangers. (Location 373) 

 

realize that not all success is due to hard work, and not all poverty is due to laziness. Keep this 

in mind when judging people, including yourself. Therefore, focus less on specific individuals 

and case studies and more on broad patterns. (Location 384) 

 

Enough. I was stunned by the simple eloquence of that word—stunned for two reasons: first, 

because I have been given so much in my own life and, second, because Joseph Heller couldn’t 

have been more accurate. For a critical element of our society, including many of the 

wealthiest and most powerful among us, there seems to be no limit today on what enough 

entails. It’s so smart, and so powerful. (Location 411) 

 

1. The hardest financial skill is getting the goalpost to stop moving. (Location 467) 

 

Consider a rookie baseball player who earns $500,000 a year. He is, by any definition, rich. But 

say he plays on the same team as Mike Trout, who has a 12-year, $430 million contract. By 

comparison, the rookie is broke. But then think about Mike Trout. Thirty-six million dollars per 

year is an insane amount of money. But to make it on the list of the top-ten highest-paid hedge 
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fund managers in 2018 you needed to earn at least $340 million in one year.14 That’s who 

people like Trout might compare their incomes to. And the hedge fund manager who makes 

$340 million per year compares himself to the top five hedge fund managers, who earned at 

least $770 million in 2018. Those top managers can look ahead to people like Warren Buffett, 

whose personal fortune increased by $3.5 billion in 2018. And someone like Buffett could look 

ahead to Jeff Bezos, whose net worth increased by $24 billion in 2018—a sum that equates to 

more per hour than the “rich” baseball player made in a full year. (Location 474) 

 

The dealer, stone-cold serious, replied: “The only way to win in a Las Vegas casino is to exit as 

soon as you enter.” That’s exactly how the game of trying to keep up with other people’s 

wealth works, too. (Location 485) 

 

Reputation is invaluable. Freedom and independence are invaluable. Family and friends are 

invaluable. Being loved by those who you want to love you is invaluable. Happiness is 

invaluable. And your best shot at keeping these things is knowing when it’s time to stop taking 

risks that might harm them. Knowing when you have enough. (Location 501) 

 

If something compounds—if a little growth serves as the fuel for future growth—a small 

starting base can lead to results so extraordinary they seem to defy logic. It can be so logic-

defying that you underestimate what’s possible, where growth comes from, and what it can 

lead to. (Location 538) 

 

As we’ll see in chapter 6, 40% of companies successful enough to become publicly traded lost 

effectively all of their value over time. The Forbes 400 list of richest Americans has, on average, 

roughly 20% turnover per decade for causes that don’t have to do with death or transferring 

money to another family member.17 Capitalism is hard. But part of the reason this happens 

is because getting money and keeping money are two different skills. (Location 635) 

 

Here again, survival. Not “growth” or “brains” or “insight.” The ability to stick around for a 

long time, without wiping out or being forced to give up, is what makes the biggest difference. 

This should be the cornerstone of your strategy, whether it’s in investing or your career or a 

business you own. (Location 648) 

 

Nassim Taleb put it this way: “Having an ‘edge’ and surviving are two different things: the first 

requires the second. You need to avoid ruin. At all costs.” (Location 675) 
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More than I want big returns, I want to be financially unbreakable. And if I’m unbreakable I 

actually think I’ll get the biggest returns, because I’ll be able to stick around long enough for 

compounding to work wonders. (Location 678) 

 

No one wants to hold cash during a bull market. They want to own assets that go up a lot. You 

look and feel conservative holding cash during a bull market, because you become acutely 

aware of how much return you’re giving up by not owning the good stuff. Say cash earns 1% 

and stocks return 10% a year. That 9% gap will gnaw at you every day. But if that cash prevents 

you from having to sell your stocks during a bear market, the actual return you earned on that 

cash is not 1% a year—it could be many multiples of that, because preventing one desperate, 

ill-timed stock sale can do more for your lifetime returns than picking dozens of big-time 

winners. (Location 680) 

 

The more you need specific elements of a plan to be true, the more fragile your financial life 

becomes. If there’s enough room for error in your savings rate that you can say, “It’d be great 

if the market returns 8% a year over the next 30 years, but if it only does 4% a year I’ll still be 

OK,” the more valuable your plan becomes. (Location 694) 

 

It’s different from being conservative. Conservative is avoiding a certain level of risk. Margin 

of safety is raising the odds of success at a given level of risk by increasing your chances of 

survival. Its magic is that the higher your margin of safety, the smaller your edge needs to be 

to have a favorable outcome. (Location 699) 

 

A barbelled personality—optimistic about the future, but paranoid about what will prevent 

you from getting to the future—is vital. (Location 702) 

 

A mindset that can be paranoid and optimistic at the same time is hard to maintain, because 

seeing things as black or white takes less effort than accepting nuance. But you need short-

term paranoia to keep you alive long enough to exploit long-term optimism. (Location 727) 

 

“The great investors bought vast quantities of art,” the firm writes.19 “A subset of the 

collections turned out to be great investments, and they were held for a sufficiently long 

period of time to allow the portfolio return to converge upon the return of the best elements 

in the portfolio. That’s all that happens.” (Location 746) 

 

Anything that is huge, profitable, famous, or influential is the result of a tail event—an outlying 

one-in-thousands or millions event. (Location 765) 
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In 2018, Amazon drove 6% of the S&P 500’s returns. And Amazon’s growth is almost entirely 

due to Prime and Amazon Web Services, which itself are tail events in a company that has 

experimented with hundreds of products, from the Fire Phone to travel agencies. Apple was 

responsible for almost 7% of the index’s returns in 2018. And it is driven overwhelmingly by 

the iPhone, which in the world of tech products is as tail-y as tails get. And who’s working at 

these companies? Google’s hiring acceptance rate is 0.2%.22 Facebook’s is 0.1%.23 Apple’s is 

about 2%.24 So the people working on these tail projects that drive tail returns have tail 

careers. (Location 800) 

 

To give a more recent example: How you behaved as an investor during a few months in late 

2008 and early 2009 will likely have more impact on your lifetime returns than everything you 

did from 2000 to 2008. (Location 826) 

 

A good definition of an investing genius is the man or woman who can do the average thing 

when all those around them are going crazy. Tails drive everything. (Location 830) 

 

Peter Lynch is one of the best investors of our time. “If you’re terrific in this business, you’re 

right six times out of 10,” he once said. (Location 836) 

 

“It’s not whether you’re right or wrong that’s important,” George Soros once said, “but how 

much money you make when you’re right and how much you lose when you’re wrong.” You 

can be wrong half the time and still make a fortune. (Location 869) 

 

Happiness is a complicated subject because everyone’s different. But if there’s a common 

denominator in happiness—a universal fuel of joy—it’s that people want to control their lives. 

The ability to do what you want, when you want, with who you want, for as long as you want, 

is priceless. It is the highest dividend money pays. (Location 876) 

 

Having a strong sense of controlling one’s life is a more dependable predictor of positive 

feelings of wellbeing than any of the objective conditions of life we have considered. More 

than your salary. More than the size of your house. More than the prestige of your job. Control 

over doing what you want, when you want to, with the people you want to, is the broadest 

lifestyle variable that makes people happy. (Location 885) 
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The hardest thing about this was that I loved the work. And I wanted to work hard. But doing 

something you love on a schedule you can’t control can feel the same as doing something you 

hate. There is a name for this feeling. Psychologists call it reactance. Jonah Berger, a marketing 

professor at the University of Pennsylvania, summed it up well: People like to feel like they’re 

in control—in the drivers’ seat. When we try to get them to do something, they feel 

disempowered. Rather than feeling like they made the choice, they feel like we made it for 

them. So they say no or do something else, even when they might have originally been happy 

to go along. (Location 905) 

 

Derek Sivers, a successful entrepreneur, once wrote about a friend who asked him to tell the 

story about how he got rich: (Location 913) 

 

In his book 30 Lessons for Living, gerontologist Karl Pillemer interviewed a thousand elderly 

Americans looking for the most important lessons they learned from decades of life 

experience. He wrote: No one—not a single person out of a thousand—said that to be happy 

you should try to work as hard as you can to make money to buy the things you want. No 

one—not a single person—said it’s important to be at least as wealthy as the people around 

you, and if you have more than they do it’s real success. No one—not a single person—said 

you should choose your work based on your desired future earning power. (Location 963) 

 

Someone driving a $100,000 car might be wealthy. But the only data point you have about 

their wealth is that they have $100,000 less than they did before they bought the car (or 

$100,000 more in debt). That’s all you know about them. (Location 1005) 

 

But the truth is that wealth is what you don’t see. Wealth is the nice cars not purchased. The 

diamonds not bought. The watches not worn, the clothes forgone and the first-class upgrade 

declined. Wealth is financial assets that haven’t yet been converted into the stuff you see. 

(Location 1009) 

 

Rich is a current income. Someone driving a $100,000 car is almost certainly rich, because 

even if they purchased the car with debt you need a certain level of income to afford the 

monthly payment. Same with those who live in big homes. It’s not hard to spot rich people. 

They often go out of their way to make themselves known. But wealth is hidden. It’s income 

not spent. Wealth is an option not yet taken to buy something later. Its value lies in offering 

you options, flexibility, and growth to one day purchase more stuff than you could right now. 

(Location 1023) 
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Think of it like this, and one of the most powerful ways to increase your savings isn’t to raise 

your income. It’s to raise your humility. When you define savings as the gap between your ego 

and your income you realize why many people with decent incomes save so little. It’s a daily 

struggle against instincts to extend your peacock feathers to their outermost limits and keep 

up with others doing the same. (Location 1095) 

 

In a world where intelligence is hyper-competitive and many previous technical skills have 

become automated, competitive advantages tilt toward nuanced and soft skills—like 

communication, empathy, and, perhaps most of all, flexibility. (Location 1136) 

 

Having more control over your time and options is becoming one of the most valuable 

currencies in the world. (Location 1142) 

 

There are few financial variables more correlated to performance than commitment to a 

strategy during its lean years—both the amount of performance and the odds of capturing it 

over a given period of time. The historical odds of making money in U.S. markets are 50/50 

over one-day periods, 68% in one-year periods, 88% in 10-year periods, and (so far) 100% in 

20-year periods. Anything that keeps you in the game has a quantifiable advantage. 

(Location 1221) 

 

Jack Bogle, the late founder of Vanguard, spent his career on a crusade to promote low-cost 

passive index investing. Many thought it interesting that his son found a career as an active, 

high-fee hedge fund and mutual fund manager. Bogle—the man who said high-fee funds 

violate “the humble rules of arithmetic”—invested some of his own money in his son’s funds. 

What’s the explanation? “We do some things for family reasons,” Bogle told The Wall Street 

Journal. “If it’s not consistent, well, life isn’t always consistent.”39 Indeed, (Location 1242) 

 

Stanford professor Scott Sagan once said something everyone who follows the economy or 

investment markets should hang on their wall: “Things that have never happened before 

happen all the time.” (Location 1248) 

 

investing is not a hard science. It’s a massive group of people making imperfect decisions with 

limited information about things that will have a massive impact on their wellbeing, 

(Location 1258) 

 

Richard Feynman, the great physicist, once said, “Imagine how much harder physics would be 

if electrons had feelings.” Well, investors have feelings. (Location 1260) 
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Experiencing specific events does not necessarily qualify you to know what will happen next. 

In fact it rarely does, because experience leads to overconfidence more than forecasting 

ability. (Location 1268) 

 

The most important events in historical data are the big outliers, the record-breaking events. 

They are what move the needle in the economy and the stock market. The Great Depression. 

World War II. The dot-com bubble. September 11th. The housing crash of the mid-2000s. A 

handful of outlier events play an enormous role because they influence so many unrelated 

events in their wake. (Location 1279) 

 

The thing that makes tail events easy to underappreciate is how easy it is to underestimate 

how things compound. How, for example, 9/11 prompted the Federal Reserve to cut interest 

rates, which helped drive the housing bubble, which led to the financial crisis, which led to a 

poor jobs market, which led tens of millions to seek a college education, which led to $1.6 

trillion in student loans with a 10.8% default rate. It’s not intuitive to link 19 hijackers to the 

current weight of student loans, but that’s what happens in a world driven by a few outlier tail 

events. (Location 1296) 

 

The most common plot of economic history is the role of surprises. The reason surprises occur 

is not because our models are wrong or our intelligence is low. It’s because the odds that Adolf 

Hitler’s parents argued on the evening nine months before he was born were the same as 

them conceiving a child. Technology is hard to predict because Bill Gates may have died from 

polio if Jonas Salk got cranky and gave up on his quest to find a vaccine. The reason we couldn’t 

predict the student loan growth is because an airport security guard may have confiscated a 

hijacker’s knife on 9/11. That’s all there is to it. (Location 1302) 

 

The correct lesson to learn from surprises is that the world is surprising. Not that we should 

use past surprises as a guide to future boundaries; that we should use past surprises as an 

admission that we have no idea what might happen next. (Location 1320) 

 

General things like people’s relationship to greed and fear, how they behave under stress, and 

how they respond to incentives tend to be stable in time. The history of money is useful for 

that kind of stuff. (Location 1390) 
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There is never a moment when you’re so right that you can bet every chip in front of you. The 

world isn’t that kind to anyone—not consistently, anyways. You have to give yourself room 

for error. You have to plan on your plan not going according to plan. (Location 1408) 

 

History is littered with good ideas taken too far, which are indistinguishable from bad ideas. 

The wisdom in having room for error is acknowledging that uncertainty, randomness, and 

chance—“unknowns”—are an ever-present part of life. The only way to deal with them is by 

increasing the gap between what you think will happen and what can happen while still leaving 

you capable of fighting another day. (Location 1416) 

 

Graham’s margin of safety is a simple suggestion that we don’t need to view the world in front 

of us as black or white, predictable or a crapshoot. The grey area—pursuing things where a 

range of potential outcomes are acceptable—is the smart way to proceed. (Location 1427) 

 

For my own investments, which I’ll describe more in chapter 20, I assume the future returns 

I’ll earn in my lifetime will be ⅓ lower than the historic average. So I save more than I would if 

I assumed the future will resemble the past. It’s my margin of safety. (Location 1465) 

 

“The best way to achieve felicity is to aim low,” says Charlie Munger. Wonderful. 

(Location 1469) 

 

Avoiding these kinds of unknown risks is, almost by definition, impossible. You can’t prepare 

for what you can’t envision. If there’s one way to guard against their damage, it’s avoiding 

single points of failure. (Location 1510) 

 

The biggest single point of failure with money is a sole reliance on a paycheck to fund short-

term spending needs, with no savings to create a gap between what you think your expenses 

are and what they might be in the future. The trick that often goes overlooked—even by the 

wealthiest—is what we saw in chapter 10: realizing that you don’t need a specific reason to 

save. (Location 1518) 

 

An underpinning of psychology is that people are poor forecasters of their future selves. 

(Location 1537) 
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The End of History Illusion is what psychologists call the tendency for people to be keenly 

aware of how much they’ve changed in the past, but to underestimate how much their 

personalities, desires, and goals are likely to change in the future. (Location 1555) 

 

young people pay good money to get tattoos removed that teenagers paid good money to 

get. (Location 1559) 

 

Charlie Munger says the first rule of compounding is to never interrupt it unnecessarily. 

(Location 1565) 

 

Sunk costs—anchoring decisions to past efforts that can’t be refunded—are a devil in a world 

where people change over time. (Location 1598) 

 

“Every job looks easy when you’re not the one doing it.” (Location 1615) 

 

Most things are harder in practice than they are in theory. Sometimes this is because we’re 

overconfident. More often it’s because we’re not good at identifying what the price of success 

is, which prevents us from being able to pay it. (Location 1619) 

 

Blaming bubbles on greed and stopping there misses important lessons about how and why 

people rationalize what in hindsight look like greedy decisions. (Location 1701) 

 

An idea exists in finance that seems innocent but has done incalculable damage. It’s the notion 

that assets have one rational price in a world where investors have different goals and time 

horizons. (Location 1710) 

 

Pessimism just sounds smarter and more plausible than optimism. (Location 1829) 

 

Tell someone that everything will be great and they’re likely to either shrug you off or offer a 

skeptical eye. Tell someone they’re in danger and you have their undivided attention. 

(Location 1830) 
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The investing newsletter industry has known this for years, and is now populated by prophets 

of doom despite operating in an environment where the stock market has gone up 17,000-

fold in the last century (including dividends). (Location 1837) 

 

The intellectual allure of pessimism has been known for ages. John Stuart Mill wrote in the 

1840s: “I have observed that not the man who hopes when others despair, but the man who 

despairs when others hope, is admired by a large class of persons as a sage.” (Location 1847) 

 

Kahneman says the asymmetric aversion to loss is an evolutionary shield. He writes: When 

directly compared or weighted against each other, losses loom larger than gains. This 

asymmetry between the power of positive and negative expectations or experiences has an 

evolutionary history. Organisms that treat threats as more urgent than opportunities have a 

better chance to survive and reproduce. (Location 1852) 

 

Assuming that something ugly will stay ugly is an easy forecast to make. And it’s persuasive, 

because it doesn’t require imagining the world changing. But problems correct and people 

adapt. Threats incentivize solutions in equal magnitude. That’s a common plot of economic 

history that is too easily forgotten by pessimists who forecast in straight lines. (Location 1899) 

 

Growth is driven by compounding, which always takes time. Destruction is driven by single 

points of failure, which can happen in seconds, and loss of confidence, which can happen in 

an instant. (Location 1928) 

 

astrophysics is a field of precision. It isn’t impacted by the vagaries of human behavior and 

emotions, like finance is. Business, economics, and investing, are fields of uncertainty, 

overwhelmingly driven by decisions that can’t easily be explained with clean formulas, like a 

trip to Pluto can. But we desperately want it to be like a trip to Pluto, because the idea of a 

NASA engineer being in 99.99998% control of an outcome is beautiful and comforting. 

(Location 2093) 

 

Kahneman once laid out the path these stories take: When planning we focus on what we 

want to do and can do, neglecting the plans and skills of others whose decisions might affect 

our outcomes. Both in explaining the past and in predicting the future, we focus on the causal 

role of skill and neglect the role of luck. We focus on what we know and neglect what we do 

not know, which makes us overly confident in our beliefs. (Location 2098) 
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Less ego, more wealth. Saving money is the gap between your ego and your income, and 

wealth is what you don’t see. (Location 2154) 

 

Be nicer and less flashy. No one is impressed with your possessions as much as you are. You 

might think you want a fancy car or a nice watch. But what you probably want is respect and 

admiration. And you’re more likely to gain those things through kindness and humility than 

horsepower and chrome. (Location 2170) 

 

Half of all U.S. mutual fund portfolio managers do not invest a cent of their own money in 

their funds, according to Morningstar.69 This might seem atrocious, and surely the statistic 

uncovers some hypocrisy. But this kind of stuff is more common than you’d think. Ken Murray, 

a professor of medicine at USC, wrote an essay in 2011 titled “How Doctors Die” that showed 

the degree to which doctors choose different end-of-life treatments for themselves than they 

recommend for their patients.70 “[Doctors] don’t die like the rest of us,” (Location 2194) 

 

We now live considerably below our means, which tells you little about our income and more 

about our decision to maintain a lifestyle that we established in our 20s. (Location 2231) 

 

Good decisions aren’t always rational. At some point you have to choose between being happy 

or being “right.” (Location 2249) 

 

Charlie Munger put it well: “The first rule of compounding is to never interrupt it 

unnecessarily.” (Location 2259) 

 

We invest money from every paycheck into these index funds—a combination of U.S. and 

international stocks. There’s no set goal—it’s just whatever is leftover after we spend. We max 

out retirement accounts in the same funds, and contribute to our kids’ 529 college savings 

plans. (Location 2282) 

 

My investing strategy doesn’t rely on picking the right sector, or timing the next recession. It 

relies on a high savings rate, patience, and optimism that the global economy will create value 

over the next several decades. I spend virtually all of my investing effort thinking about those 

three things—especially the first two, which I can control. (Location 2289) 
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