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Like sheep, we tend to follow a herd mentality—we 
fl ock to box offi ce hits, buy the latest in fashion and 
gadgets—and buy and sell stocks based on the ebb and 
fl ow of fi nancial pundits and mainstream investors.

Investing in the stock market is one place, though, 
where it pays to be a lone wolf. Turn on the TV or pick 
up a newspaper during times of market turbulence, 
and watch investors act like lemmings marching to 
sea. Unfortunately, they are also setting themselves up 
for failure—and devastating losses.

In Wisdom on Value Investing: How to Profi t on Fallen 
Angels, seasoned investment adviser and popular 
broadcaster Gabriel Wisdom lays out a different kind 
of vision for investing in the stock market, or any other 
market—one that promises to put you on a unique 
path to success, far from the anguished cries of the 
investing masses. Wisdom makes the argument that, 
rather than following fashion, the smart investor stays 
calm and waits patiently for the incredible deals—the 
Fallen Angels—that are certain to come along. 

Based on Wisdom’s professional experience and his 
popular Fallen Angels investment strategy—which 
is part classic value investing and part behavioral 
fi nance—this wise, easy-to-follow guide reveals:

•  How to maximize earnings and minimize losses in 
any type of market

• The habits of successful investors
•  Why you should buy when everyone is complaining 

and sell when they are celebrating
• The importance of having an exit strategy
•  Why we need to learn to live with stock market 

volatility

Preparing you to take advantage of others’ mistakes, 
Wisdom on Value Investing clearly discusses how stocks 
with the most promise are ones that Wall Street has 
temporarily marked down without regard to their 
underlying value, and explains how this type of value 
discount provides a margin of safety during diffi cult 
times and substantial upside rewards for those who 
fi nd them early enough.

With this tool for investors of all stripes—whether you 
have been at the game for a while or are just dipping 
your toes in the market for the fi rst time—Gabriel 
Wisdom offers his time-tested, popular strategy to 
getting a leg up on the complex and diffi cult art of 
investing.

GABRIEL WISDOM is a co-founder of American 
Money Management, LLC, and one of the nation’s 
enduring radio personalities. Beginning in 1968 
as an underground FM disc jockey, his fi nancial 
commentaries have appeared in syndication, on 
CBS Radio, and on NPR. He’s managed more than 
a billion dollars for wealthy investors since 1983, is 
comanager of two public mutual funds, and hosts a 
daily program carried on affi liates of the Business Talk 
Radio Network. Wisdom serves on several boards, 
including the Harvard Business School Alumni Club 
of San Diego, and is a licensed private pilot.

JOE TASH’s earliest recollection of asset gathering 
occurred on a trip to Florida with his parents when 
he was fi ve or six years old, with his triumphant 
victory in a sea shell–collecting contest. Currently, 
Tash is a popular writer for several newspapers and 
publications.
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“I have worked with Gabriel Wisdom for many years, and he is well positioned to be one 
of the new Graham and Dodds of this era. This book has much wisdom for investing in the 
long bear market ahead. I strongly suggest that you study his techniques thoroughly.”

—Harry S. Dent Jr., Economist and New York Times bestselling author

“Wisdom on Value Investing has found a permanent place on my bookshelf next to my 
four editions of Graham’s Security Analysis and the last thirty years of Berkshire Hathaway 
annual reports. I can’t think of a better book to have at your side for making money in these 
turbulent times.”

—Mary Buffett and David Clark, internationally acclaimed authors of six books

on Warren Buffett’s methods  

When it comes to buying and selling stocks, why do some people have a magic 
touch, while others have the kiss of death?

Based on Gabriel Wisdom’s popular Fallen Angels strategy, Wisdom on Value Investing offers 
you the tools to invest successfully in both bull and bear markets—sharing the top ten traits 
of the greatest investors in history.

This savvy guide recognizes that markets rise and fall based on emotion, moods, and 
circumstances, and that people who are aware of this phenomenon—and use it to their 
advantage—are in a position to make a lot of money.

Laying out his methodology for determining when it is worth investing in a “Fallen Angel” 
whose stock price has plunged, the tips and strategies found in Wisdom on Value Investing 
will help you enter today’s market with confi dence and exit with profi ts.

$27.95 USA / $33.95 CAN
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          Foreword          

 My respect for the work and integrity of Gabriel Wisdom is 
immense. In a world where the term  “ investing ”  is often used to 
mask what amounts to dice throwing, Gabriel is the real thing: a 
value investor who has the intelligence and foresight to confront 
that world of fear we call a recession and make educated investment 
decisions that can pay off handsomely over time. He calls these 
opportunities  “ Fallen Angels, ”  and in his new book,  Wisdom on Value 
Investing , he shares with us the insights he has gleaned from years 
of successful bear market investing. 

 I ’ m Mary Buffett. During my tenure in the Buffett family, I was 
very fortunate to have known many great value investors. One of them, 
whom I met at Warren ’ s home in Omaha, was a brilliant young ana-
lyst by the name of David Clark. I ’ ve had the good fortune of working 
with David to co - author the worldwide bestselling investment books 
 Buffettology ,  The Tao of Warren Buffett ,  Warren Buffett and Interpretation of 
Financial Statements , and  Warren Buffett ’ s Management Secrets . Our books 
are all about the investment and management methods of Warren 
Buffett, a man many in the world consider the greatest investor of our 
time. The books have now been translated into more than eighteen 
languages around the globe. 

 Gabriel has written very well on the subject of value investing —
 so well that  Wisdom on Value Investing  has found a permanent place 
on my bookshelf, next to my four editions of Graham ’ s Security 
Analysis and the last thirty years of Berkshire Hathaway annual 
reports. 

 So, with great pleasure, please let me recommend to you 
Gabriel Wisdom ’ s new book  Wisdom on Value Investing . As they say in 
Omaha, it ’ s a keeper. 

 M ARY  B UFFETT  
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 Gabriel Wisdom understands the true essence of value investing, 
not only in the terms of the originator of the concept, Benjamin 
Graham, but also in the language of its most successful practitioner, 
Warren Buffett. I have spent many hours talking to Gabriel over the 
years. He has a unique perspective honed through years of practice, 
which he graciously shares with us in his new book,  Wisdom on Value 
Investing . These essential investing skills can be learned, if you ’ re 
willing to change the way you think about risk, complacency, and 
fear. Gabriel ’ s unique perspective enabled him to recognize the 
lurking danger of subprime mortgages and gave him the foresight 
to stay away from Fannie Mae and Freddie Mac when more notable 
players in the value game na ï vely succumbed to temptation and had 
their heads handed to them. 

 It is not surprising that Gabriel fi nally put pen to paper, as he 
has many wonderful observations about how to make money using 
a  “ value approach. ”  What is surprising is that  Wisdom on Value 
Investing  is written in a language that is understandable to even the 
beginning investor, yet I, too, fi nd it a worthy and timely read, as 
I wade through the great many opportunities that Wall Street has 
now laid at our feet. For the average investor who lacks formal 
training in securities analysis,  Wisdom on Value Investing  offers a far 
more accessible and usable model to practice value investing than, 
say, the thousand - page tomes of Benjamin Graham. 

 Without hesitation, I recommend Gabriel ’ s book  Wisdom on 
Value Investing  to both beginner and professional investors alike. I 
can ’ t think of a better book to have at your side for making money 
in these turbulent times. 

 D AVID  C LARK               

x Foreword
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        Preface          

 The herd mentality works for animals by providing protection, effi -
ciency and even companionship. Humans form herds, too — we fl ock 
to popular movies, buy whatever ’ s in fashion, and live on top of each 
other in big cities. 

 Investing in the stock market is one place, though, where it 
pays to be a lone wolf. If you turn on the TV or pick up a newspa-
per during times of market turbulence you can watch investors act
like lemmings marching to the sea. They buy or sell in unison, 
almost as if they were hypnotized. Unfortunately, they are also set-
ting themselves up for failure, which in the stock market translates 
into losing money. 

 In  Wisdom on Value Investing: How to Profi t on Fallen Angels , I will lay 
out a different kind of vision for investing in the stock market, or any 
other market. My vision promises to put the reader on a unique path 
to success, far from the anguished cries of the investing masses. This 
book makes the argument that, rather than following fashion, the 
smart investor stays calm and waits patiently for the incredible deals 
that are certain to come along. 

 The best time to buy stocks — or anything else — is when no 
one else wants them. And the best time to sell is when everyone is 
 clamoring for what you have. 

 Buy low, sell high. Sounds simple, right? It ’ s not rocket sci-
ence, but in reality, it ’ s much harder. Even with discipline and a 
proven investment methodology, the odds are far better for rocket 
scientists, because the immutable laws of physics work every time. 
Successful investing requires more than mathematical formulas. For 
that reason, you will want to spend a little time every day reading 
through this book. Many of the concepts here involve a different 
way of thinking about investing, so I suggest you never read more 
than one chapter per sitting. Let the content percolate, take your 
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time, and you ’ ll begin noticing the differences in how you view and 
select stocks, bonds, funds, even real estate.  

 A philosophy I call the  Fallen Angels strategy  will give investors a 
leg up on the complex and diffi cult art of investing. It recognizes 
that markets rise and fall based on emotion, moods, and circum-
stances, and people who are aware of this phenomenon — and use it 
to their advantage — are in a position to make a lot of money. 

 The approach I espouse in these pages can help investors maxi-
mize earnings and minimize losses in any type of market, but it is 
especially needed today, when dark clouds hover over the economy 
and the gut reaction of many investors is to cut their losses and 
ride out the storm on the sidelines. By the way, regardless of when 
you ’ re reading these words, dark clouds are hovering. They always 
have been, and most likely always will be. That ’ s good news for you, 
now that you are on your way to becoming a better investor.  

 This book is intended as a resource for investors of all stripes: 
those who have been at the game for a while and are looking to 
gain an edge on the competition, and others who are dipping their 
toes in the market for the fi rst time. I hope it will help people save 
for their retirement or their children ’ s education, or increase their 
standard of living. 

 Although the Fallen Angels philosophy sounds simple — because 
it is — putting it to use is hard. Consistently successful investors have 
gained the self - discipline to resist the pushes and pulls of the  market, 
and make their decisions based on well - researched, clear - eyed 
reasoning. 

 They have learned to spot the true losers and winners, and how 
to tell them apart. In the following pages, I will lay out the meth-
odology for determining when a company has true potential, and 
when it is worth investing in a Fallen Angel whose stock price has 
plunged. The studious, thoughtful investor will be able to use these 
tips and strategies in the real world of stock market investing to 
build a robust, profi table portfolio. 

 We all can learn a lot by studying the actions and motivations of 
the superstar investors of our time, and those who came before us. 
During my years in the investment business, I have observed many of 
the most gifted money managers in action, and I noticed that they 
have a lot in common. For example, they are always looking to buy 
when the market is down, when the goods are on sale. But there is a 
method to their madness, a strategy they stick to and have confi dence 

xii Preface
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in even when the going gets tough. Their discipline extends to know-
ing when to sell their holdings. 

 I ’ ll examine the traits of top investors, along with common 
mistakes made by even the greatest, in the coming pages. I ’ ll also 
explore the essential differences between  “ fallen ”  and  “ falling ”  
when it comes to publicly traded companies, and how learning that 
distinction can lead to increased personal wealth. For good meas-
ure, I ’ ll include case histories of some of the most famous Fallen 
Angels to illustrate my points.  

 Three main factors cause the stock prices of otherwise solid 
companies to fall: business and economic cycles, which are as regu-
lar and dependable as the tides and sometimes affect only certain 
sectors of the economy; what we call  “ recoverable calamities, ”  short -
 term events that lead to investor panic; and the broader market 
downturns known as recessions or depressions. In all of these cases, 
the stock values of good, solid companies can suffer, producing 
 bargains for the educated, non - panicked investor.  

 Investors need to learn how to determine the intrinsic value of 
a company, independent of what the market says through its up -
 and - down price fl uctuations. I ’ ll cover a number of ways of assign-
ing value that, taken together, provide a sound basis for investment 
decisions. 

 It pays to keep in mind that when an investor buys stock, he 
or she is actually buying a share of ownership in the company. 
Although stock market investors don ’ t actively manage the com-
panies they own, or participate in their daily operations by deliver-
ing goods or designing new products, they need to know that the 
companies are on a strong fi nancial footing, with opportunities for 
growth and an absence of debilitating debt. 

 Time is on the side of a successful investor. By holding on to stocks 
during economic cycles, investors can watch their book value double 
in four to six years while at the same time providing a  current income 
stream. 

 Time is important in another way, as I will explain. Investors 
must look to the future, and anticipate the trends and cycles in 
both the market and the demographics of the population that will 
have the greatest impact on their investments. 

 Along the way, I will share my own story. I made the transition 
from a pioneering rock - and - roll FM radio guy in the late 1960s to 
investment professional. Some might fi nd that an unusual career 

 Preface xiii
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progression, but believe it or not, the germination of what would 
later become my investment philosophy came from those heady 
days of protest and psychedelic music. From my DJ ’ s seat, I watched 
the crowd mentality at work as legions of young people listened 
to the same music, wore the same clothes, and smoked the same 
substances. 

 The air may be clearer on the fl oor of the New York Stock 
Exchange, but the underlying dynamic is largely the same — 
people are hardwired to do what others around them are doing. 
And that, in a nutshell, is why the Fallen Angels strategy works
so well for investors who are prepared and willing to blaze their 
own trail. 

 G ABRIEL  W ISDOM             

xiv Preface
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1

1C H A P T E R

       Ten Traits of the World ’ s

Greatest Bargain Hunters           

  If you expect to be a net saver during the next five years, should you 
hope for a higher or lower stock market during that period? Many 
investors get this one wrong. Even though they are going to be net 
buyers of stocks for many years to come, they are elated when stock 
prices rise and depressed when they fall. This reaction makes no 
sense. Only those who will be sellers of equities in the near future 
should be happy at seeing stocks rise. Prospective purchasers should 
much prefer sinking prices. 

 Warren Buffett    

  Successful investing isn ’ t rocket science; it ’ s harder. 
 Michael J. Moore, portfolio manager   

 The world ’ s greatest investors are like rock stars. Masters of the uni-
verse, from a distance the great ones are larger than life. They possess 
an almost magical ability to extract great sums of wealth from thin air. 
And they make it look easy, or the result of plain old - fashioned luck. 
Perhaps that ’ s why the conventional wisdom holds that  “ investing is 
not rocket science. ”  However, the assumption that anyone, regardless 
of training, can make money using money is false. My colleague and 
business partner Mike Moore likes to say that if investing were rocket 
 science, it would be far easier to succeed as an investor than it  actually 
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