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Some of my fav summaries from the list.

(0w Quality Investing - Lawrence Cunningham

https://t.co/pmVOQFPIWby

As the title of the book says, AKO focuses on “High Quality” businesses which they intend to own for the long term. A
"High Quality” business in their view is definad as a business which can earn high return on capital for a long
period of time. In their view, such companies are often undervalued even if they are more expensive than market
averages.

The book then walks through different aspects of how to identify “quality”. According to them they look for:

« Capital allocation (Growth Capex, R&D, M&A, Dividends, buybacks, working capital)

« Return on capital (asset turns, Gross profit margins)

= growth (market share, geograhic expansion, Cyclical growth)

= Management (Discipline, long term orientiation, communication)

= Industry structure (Barriers to entry, Oligopol, rationality, obscurity)

« Customer benefits (intangible, Convenience, customer types)

« Competitive advantages (technology, network effects,distribution

= Revenue type (Recurring, upfront, licenses, service model, subscriptions, network density)
= the "friendly middleman”

= Toll roads (gold standard, “Magic” ingredients)

= Low Price plus (price vs.differentiation,scale, low cost squared)

= Pricing power

« Brand strength (Heritage, Trust & consistency, scale)

« Innovation

« Forward integration (own stores, Franchising, online presence)

= Market share gainers

= Global cpahbilities

« Corporate culture (trustworthiness, long term orientation, execution, family ownership)
« (osttoreplicate

Om The Innovator's Dilemma — Clayton Christensen

https://t.co/VazvMPEE7D
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The author makes a very compelling case that in many cases, especially the “good companies” are not able to
cope with innovations and get destroyed.

The reason is what he calls a "disruptive” innovation or technological change which he contrasts to "sustaining”
innovation.

A sustaining innovation is a technological change which brings direct advantages to existing products and especially
the most important current customers of the company. Good companies which “listen to the customer” do not have
big problems with this. If an innowvation makes sense for those customers, mostly established companies will be leader
in the innovative technology.

A “disruptive” innovation according to the author however is a new technology which at first does not offer
anything to the existing customers. In this case, a customer focused company will not use many resources to
develop the new technology much further.

However another company or organization might bring the new technology to new clients which haven't used this type
of product before. The new technology then gets developed further for this new clients until the point when the new
technology is so competitive that it is better than the old one and those “old customers” start switching. At this point in

time it is too late to catch up for the old company.

The author has used mainly the disk drive industry to illustrate his theory in great detail plus some examples from
other areas.

Despite being a management book, for me the book contains also some very valuable insights for any investor:
1. Value Traps: Whenever you look at a cheap technology company, there will be a high likelyhood that it might be
fighting against a “disruptive” innovation and might get “killed” soon. Current Examples could be RIM, Dell, HPQ or

even Microsoft.

2. Even for great companies with a high moat, there might be already a disruptive innovation out there which might kill
the company at some point. 50 it is not enough to look a direct competitors, but one should also look out "below™.

Overall I can highly recommend the book to anyone who is interested in company analysis and wants to better
understand how innovation is impacting (and sometimes even destroying) companies.

Om The Little Book That Builds Wealth - Pat Dorsey

https://t.co/sMJspTTQCcA
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Pat Dorsey, chief equity analyst at Morningstar, focuses in the book on the ever-popular “moats”, the well-known
moats that successful companies use to generate good long-term profits.

Anyone who reads Buffet / Munger immediately knows what it is about.

At the beginning of the book, he defines the 4 types of Moats that, in his opinion, basically exist, as:

- Intangible assets (patents, licenses)

- Switching costs (make it difficult to switch to the competition)

- Network effects (the more people use it, the more valuable it becomes)
- Structural cost advantages

From my point of view, the following comments were interesting:

- Awell-known brand is by no means a Moat

- Cost advantages due to a better production process are not a Moat

- A niche company with a Moat is more interesting than a giant company with a Moat in a large market
-When a company with a Moat has expanded into other areas in one area mostly caution is appropriate.
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