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1 A MIND FOR MONEY

In June 1943, a 13-year-old named Warren Buffett and two of his
pals ran away from their homes in Washington, D. C.
Hitchhiking, they headed for Hershey, Pennsylvania, where they
thought they could get work as caddies at a golf course. That
evening they checked into a room in a Hershey inn. The next
morning théy were questioned by some curious policemen. The
boys gave answers that were good enough to send the police away,
but they also decided to head back home.

Warren’s father was serving his first term as a U. S.
Congressman from Omaha, Nebraska. When the Buffett family
moved to Washington in January, Warren had been allowed to
stay in Omaha with his grandfather and aunt while he finished
eighth grade. Now, over the past year, he had completed ninth
grade in Washington’s Alice Deal Junior High. He had been
anything but happy living in Washington, however, and his marks
in school had been anything but the grades he was capable of.
Yet, over the year, he had built up a good business delivering a
morning newspaper, The Washington Post .

Warren’s father then gave his son a challenge. Warren could
either improve his grades or quit delivering papers.

Warren liked making money. Within a few months, his work
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Warren Buffett is one of the world’s most successful investors. (Time Life Pictures /
Getty Images)
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in school improved and he expanded his business to cover five
newspaper routes and to include the Times-Herald, for customers
who did not want the Post. By 1945, he was making $175 a
month, equal to the full-time pay of many adult wage that year.
In the summer, when he and his family visited Omaha while
Congress was not in session, the 14-year-old looked over 40 acres
of Nebraska farmland. Spending $1,200 from the savings from
his newspaper route, he bought the acreage and began collecting
rent from a tenant farmer. Thus started the career of one of the

world’s most successful financiers and investors.

Long-Time Americans Who Went West
Warren Edward Buffett was born in Omaha on August 30,1930.
His ancestors on his father’s side had been French Huguenots who
came to America in the 1600s. They had been farmers in the area
of Huntington, Long Island, for more than 150 years when one of
them, Sidney Homan Buffett, decided to look for a new life out
west. It was 1867, just after the end of the Civil War, and the
" United States was fast stretching westward. Sidney reached the
pioneer city of Omaha, a group of log buildings sitting beside the
Missouri River and looking across the Great Plains. There he first
worked as a stagecoach driver. Then he opened the S. H. Buffett
grobery store.

Only three months earlier, the railroad linking east and west
had been completed. Omaha was prospering, and the S. H.
Buffett grocery grew with the city. By the 1870s, new Omaha
settlers, travelers heading west, and railroad men coming and

going in both directions all found a bustling city that boasted large
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cast-iron buildings and even an opera house. All those people had
to eat, and S. H. Buffett supplied their hotels, restaurants, and
homes with everything from flour and sugar to quail and prairie
chickens.

By 1900, Omaha was a city of 140,000 people. Sidney Buffett
had not only built a much larger store. but had married and
produced two sons to join the business. In 1915, one son, Ernest,
opened a second store, Buffett & Son, on the city’s growing west
side, where Omaha’s well-to-do were developing pleasant
suburban neighborhoods.

Ernest married and had a son named Howard who, when he
grew old enough to consider the family business, had a mind of his
own. It did not include selling groceries. As a student at the
University of Nebraska in Lincoln, he discovered journalism and
became editor of the Daily Nebraskan. There he met a country girl
named Leila Stahl, whose father owned a weekly newspaper in the
small town of West Point, Nebraska. At 16, Leila had just
graduated from high school and was looking for a newspaper job
where she could earn money needed for college. She offered good
skills: Since fifth grade she had worked at her father’s paper,
setting type by hand and on the Linotype machine (that is, a
machine that was operated by a keyboard and that created each
line of type as a solid piece of metal). She knew how to conduct
and write up interviews, and on Thursdays she operated the
printing press as it churned out its sheets of newsprint. Howard
hired her and fell in love with her.

They were married on December 26, 1925, in the winter after
Howard graduated from college. Although he had wanted to work
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as a newsman, he accepted a job offered by a friend of his father
in an insurance company, for his father had paid for college. That
job led to another, in which Howard worked for the Union Street
Bank as a salesman of securities (that is, certificates of stocks or
bonds proving part ownership of a business).

In 1928, Howard and Leila had a daughter whom they named
Doris. Warren arrived two years later on an August day as the
stifling 89-degree heat was broken by a cloudburst.

Within a year, just two weeks before Warren’s first birthday,
his father’s bank shut its doors — permanently. The Great
Depression, which began in 1929 and which destroyed countless
businesses across America, had wiped out Howard Buffett’s job
and life savings.

Howard came from a long line of determined, thrifty, goal-
centered people. He and a partner set up their own business,
announcing they had “ Investment Securities, Municipal,
Corporation and Public Utilities, Stocks and Bonds” for sale.
Their income depended on commissions, that is, fees paid as a
percentage of the price of whatever they bought or sold for a
customer. The commissions were small and infrequent, for
Howard and his partner were not well known in the securities
business, and Nebraskans, who were suffering from a vast drop in
the price of wheat, had little money to invest. Proud farmers, in
fact, were humbly accepting free meals in soup kitchens.

At home, Leila Buffett coped with the family’s meager
income by often going hungry herself so her husband and children
could eat full meals. But gradually the family dinner table

improved, and the family grew with the arrival of Warren’s little
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sister, Roberta, when he was three. By the time Warren was six,
Howard could afford to move his family to a larger home, a

roomy brick house on Omaha’s North 53rd Street.

Bottle Caps and Golf Balls
Warren had barely started school when his parents began to realize
that their son had a mind for money and numbers. As a five-year-
old, he set up a stand in front of his home and sold Chiclet
chewing gum to whomever passed by. At six, during a family
vacation on a lake in [owa, he discovered he could buy six-packs
of Coca-Cola for a quarter. He scurried around the lake selling the
Cokes for a nickel each, earning five cents profit per six-pack.
Home again in Omaha, he bought bottles of soft drinks from his
grandfather’s store and spent hot summer evenings going through
his neighborhood to sell them at a profit. ‘

When Warren was nine, his mother found him carting home piles
of bottle caps from a vending machine in a gas station near his friend
Bob Russell’s house. He and Bob were counting them to see which
brands — root beer, Cokes, or orange drinks — sold the most. At that
age, Warren and Bob not only worked as caddies at the Omaha
Country Club for $3 a day, they also inspected the edges of the
fairways and the nearby “roughs” for abandoned, but usable, golf balls
to sell. Warren’s mother found baskets of golf balls, sorted by brand
name and price, in his bedroom. He organized his friends to sell them
and pay him a commission on each sale.

When he was not busy on the golf course, Warren trekked to
the Ak-Sar-Ben racetrack (the name was Nebraska spelled
backward). There he searched the floors near the betting windows
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and across the grandstand for torn stubs that were actual winning
tickets but had been mistakenly thrown away. The search often
paid off for him.

One of Warren’s boyhood pastimes was figuring out the
symbols for corporate stocks and bonds that were printed on rolls
of ticker tape his father brought home from his stock brokerage
office. He memorized hundreds. At his father’s office, he studied
the impressive certificates for stocks and bonds that were mounted
on the wall. At the nearby office of stockbrokers Harris Upham,
he became a welcome visitor who could be depended on to
accurately chalk the current prices of stocks onto the blackboard.

Soon Warren was keeping his own at-home charts showing the
ups and downs of various stocks. When he was 11, he decided to
buy three shares of an oil company stock, Cities Service
Preferred,, and three shares for his sister Doris, at $38 per share.
Almost immediately " the price dropped to $27 and then rose to
$40, whereupon Warren sold the stock. After deducting its sales
commission, his father’s stock brokerage paid him his first profit
in the stock market: $5. And soon after that, Warren learned the
value of patience when Cities Service Preferred — the stock he
had gotten rid of at $40 per share — shot up to $200 per share.

Warren and his friend Bob Russell spent countless hours
giving their brains a workout. Sometimes they kept records of how
many times certain letters of the alphabet appeared on a
newspaper page. Sometimes they studied an almanac until Bob
could quiz Warren with the names of cities and Warren could
instantly and accurately tell him their populations. Sometimes Bob

asked a question about baseball history and Warren spouted team
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records or players’ batting averages like a major-league
statistician. In church on Sunday, Warren’s mother quietly
observed that her rather docile son was intent on the hymnal,
where he found the birth and death years of the composers and
could pass the time figuring out just how long each had lived.

Then there was the Russell home, where Warren spent many
a happy day and evening. Unlike the Buffetts, who lived on a
quiet side street, the Russells dwelt on a main thoroughfare where
traffic never seemed to end. “All that traffic,” young Warren
once said to Mrs. Russell. “What a shame you aren’t rhaking
money from the people going by.”

Warren and Bob Russell studied the mathematics of odds-
making, which explores whether one thing is more likely than
another to happen. Soon they developed a system for giving tips to
people who were betting on horse races. After trying out their
system at the Ak-Sar-Ben racetrack and finding that they could
make money at the betting windows, they hand-printed sheets
with the title Stable-Boy Selections that listed their picks for
coming races. The boys were busily selling the sheets when
racetrack authorities let them know they needed a license to sell

them but were too young to get a license.

Move to Washington, D. C,

The year 1942 brought a major change in Warren’s life. The
bombing of Pear]l Harbor by the Japanese on December 7, 1941,
had brought the United States into World War II. Democratic
President Franklin Delano Roosevelt was so popular that he had
been elected in 1940 to a third term. Mow the Republicans in

N
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Omaha were desperate to find someone who could beat a
Democratic candidate for Congress. They nominated the Omaha
businessman Howard Buffett, whose strong opinions against
Roosevelt’s New Deal program were well known.

St R SRR (RS e

Warren's father, a Republican U. S. Congressman, was a strong opponent of the New Deal
poticies of Democratic president Frankiin D. Roosevelt { pictured above ). (Getty Images)
RIEHK, XERNRES VA BISGREIREEEZL TR - ER#E - TR
M"#E . (ZFEA)
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Few people, including Warren’s father himself, expected him
to win, but win he did. Twelve-year-old Warren had to pack up
his favorite possessions, say good-bye to a throng of good friends
who always enjoyed hanging out with him, and move with his
family to Washington, D.C. With the capital city overcrowded in
wartime, the Buffetts had to rent a home in Fredericksburg,
Virginia, 50 miles outside of downtown Washington.

Now Warren’s father, whom he had always been closer to
than his mother, was living in a Washington hotel room and
coming home only on weekends. Warren was desperately
homesick for Omaha. He described his misery in a letter to his
Grandpa Ernest. In return he received a letter inviting him to live
with his grandfather and his Aunt Alice while he completed the
eighth grade. Warren’s parents approved. -

Back in Omaha, Warren was reunited with his pals and spent
the last four months of eighth grade riding his bike all over the
city’s western neighborhoods. After school hours and on
Saturdays, Grandpa Ernest put him to work at Buffett & Sons,
where Warren soon learned how a successful business was run. He
stocked shelves, heaved heavy crates, and cleaned out vegetable
and fruit bins — a chore he especially disliked, for he hated even
the smell of groceries. But he liked the activity of rolling the '
ladder along the wall and climbing up to fetch cans and boxes from
the shelves for customers, finding that in a successful business the
word busy was key. Everybody, he realized, was busy from when
the doors opened in the morning until they were locked up at
night.

On school days, Warren frequently had lunch at the home of
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his father’s business partner, Carl Falk. There one day he told
Mrs. Falk he expected to be a millionaire before he was 30.
“Warren,” she replied, “why this drive to make so much money?”

“It’s not that I want money,” said her 13-year-old guest. “It’s
the fun of making money and watching it grow.”
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