
 

Monday, May 6th, 2019 

“Buffett: Stocks Ridiculously Cheap if Interest Rates Stay At These Levels” 

Berkshire Hathaway shareholders were once again treated to a marathon Q&A from chairman Warren 
Buffett & Vice-Chairman Charlie Munger this past Saturday. Questions ranged from general life advice to the 
intricacies of pricing insurance premiums. While Buffett (88) and Munger (95) admittedly exhibit the 
expected signs of aging, their thoughtful and witty responses remain just as timeless.   
 
This year has been fairly challenging by Berkshire standards, with the write down of Kraft-Heinz, continued 
saga of Wells Fargo & overall underperformance of financial-related stocks. Through Friday, Berkshire’s 
stock had advanced 7% vs. the 18% advance in the S&P 500. Over the past 15-years, Berkshire’s stock has 
annualized returns of 8.8% vs. 8.9% for the S&P 500.  
 
Shareholders and reporters were especially keen this year on plans for stock buybacks based on Berkshire’s 
large cash pile and disparity between the stock price and intrinsic value. Both Buffett & Munger admitted 
that Berkshire could very likely become more liberal with stock repurchasing in future years given the 
opportunity set for other investments and its own intrinsic value.   
 
In regards to the future relative performance of Berkshire Hathaway, Buffett and Munger confess that large 
relative outperformance vs. the market will be unlikely going forward given the relative size of Berkshire. 
Still, there are many benefits to the Berkshire operational structure and executive team that could still 
provide an edge over the long run.  
 
Buffett also made comments on Saturday to endorse Berkshire subsidiaries, especially the insurance 
operations, as relatively undervalued. We believe that the relative value of Berkshire to the overall market is 
attractive. To the benefit of shareholders, we hope Berkshire increases their stock repurchasing to back up 
these comments. Should Buffett pass away unexpectedly, the large cash pile could become fodder for activist 
investment that may result in less accretive actions in future years.  
 
Given the periodic and limited disclosures, it is tough to precisely track the performance of Berkshire’s equity 
portfolio; however, recent results have undoubtedly been a factor in relative stock price performance. Buffett 
this morning noted that only one of his two investment lieutenants (Todd Combs and Ted Weschler) have 
edged the S&P 500, and barely so, since taking over their portions of the equity portfolio (Todd-2010, Ted-
2011). Buffett’s own stock picks have, to his own admission, been well behind both of them.  
 
Many people were surprised on the announcement of Berkshire taking a position in Amazon this past 
quarter; however, both Buffett and Munger have not been shy in their admiration for Jeff Bezos. While the 
details of the size of the investment are still pending disclosure, Buffett did note that the purchase was from 
one of the two lieutenants, not his own. Even though he did not purchase the shares himself, he did bless the 
purchase in his commentary.  
 
In the Saturday Q&A, Munger gave Berkshire a pass on not buying Amazon given the unexpected outcome of 
their competitive strategy, calling Bezos a miracle worker; however, both Buffett & Munger remain most 



regretful about missing the opportunity with Google-parent Alphabet, Inc. “We just sat there sucking our 
thumbs...we’re ashamed”, Munger noted.  
 
This morning, both shared their thoughts on the recent escalation of Chinese trade tensions and overall 
market expectations. As always, the deference was to long-term prosperity, not the short-term noise.  
 
“I think stocks are ridiculously cheap if you believe...that 3% on the 30-year bonds makes sense”, Buffett said 
in this morning’s interview. Buffett remains surprised that interest rates can stay suppressed despite low 
unemployment, fiscal deficits and loose monetary policy. He believes that these variables cannot indefinitely 
persist in harmony, but that interest rates will remain the base for market valuations. 
 
On China, both Buffett & Munger remain optimistic that a resolution will result from the recent U.S. & China 
relations, but there will always be tensions when you have emerging and incumbent economic powers. 
Munger, when asked what the China news means for his own investments, noted: “Well what do I care about 
a brief, temporary uproar over trade negotiations.”  
 
Buffett was less candid, but echoed a similar statement on succumbing to market headlines and volatility: 

“If you looked at stocks as business you own little pieces of, why in the world should you sell it 
based on a headline you see…it is nonsense to get a feeling good or bad about what stock prices 
do in a day unless you have extra money and they go down and then you feel better because 
you can buy more of it cheaper.” 

 
So while we know that the days with these two venerable legends are numbered, we can still count on them 
for wisdom in a world of constant noise. And for Munger, the sageness comes with bluntness that seems to 
magnify with every passing year.  
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