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James Altucher:  So Porter Stansberry back for Episode 2 of the – I don't know what
to call these, the Black Label James-Porter podcasts.

Porter Stansberry:    The world according to Porter.

James Altucher:  Yes.  And I'm really grateful to everyone listening to this because if
you're listening to this, it means you bought my book or subscribe 
to my newsletters and you unlocked these podcasts, and I'm really 
happy to be sitting here with Porter, so, Porter, thanks for sitting 
down with me.

Porter Stansberry:    You're welcome, and you know, James, one of the things that really
made us click so quickly when we met each other was that you and
I are both sort of guided by the idea of gratitude, and I've told my 
subscribers since Day 1 thank you very much for giving me the 
best job in the whole world, and I absolutely mean that. 

James Altucher:  Well, you know, and I think what people need to realize is you 
make money when you help others make more money.  So that's 
the key to wealth, and I think we're – I think throughout our 
careers, we've both, in different ways, been dedicated to doing that.
Like, your investment newsletters, you have audited track records 
for them.  They've obviously been making money for people, and I 
think that's the key to wealth, really.

Porter Stansberry:    Not only that, but I will tell you that well over half of our net 
income every year comes from renewals.  So, you know, basically 
all of our profits come from either upsells or renewals.  We 
generally lose money up front on our marketing costs.  So we 
spend more to get a subscriber than we can make from them in the 
first year.  So the only way my business grows is if I do help 
people to become more successful.

James Altucher:  So let me ask you this.  So the economy has turned upside down 
since 2009, probably even much longer than that, but everybody 
was faking it until 2008, 2009, and essentially the entire middle 
management or middle class has been demoted.  You know, 
inflation's gone up, incomes have gone down, everyone's getting 
fired, you're – 

Porter Stansberry:    Well, but think about our businesses, James.  If you and I were in 
our same businesses 30 years ago, right, you'd be working for a 
major book publisher, perhaps.  I'd probably be working for a 
mutual fund, and how many people would have jobs around us?
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James Altucher:  Well, I don't know, but I would think I would be worried about my 
job every day.  Like, I would be scared to be fired every day.

Porter Stansberry:    No, I know.  But just think about it.  If you were working for a 
mainstream major book publisher, you'd have ten different editors 
that you were working with.  There'd be customer service people.  
You'd have book tour people.  There'd be PR agents, right.  And 
those businesses still exist in some way, shape or form.  But it's be 
a whole different thing, right.  If I worked for a mutual fund 
manager, how many lawyers and accountants and traders and – 

James Altucher:  Right, it would not be fun.

Porter Stansberry:    No, right.  But there'd be 20 or 30 people who would all have 
middle-class jobs because of me.  And there'd be 20 or 30 people 
who all had middle-class jobs because of you.  How many people 
do you have on your staff today?

James Altucher:  Well, zero, technically.

Porter Stansberry:    Right.  How many people do I have on my staff today?  I mean, 
that support my digest writing on Friday?  Zero.  That's – the book 
I'm writing about Buffett.  Zero.  I mean, I do run a big publishing 
company and I have plenty of employees in that, but I'm talking 
about, in my efforts as a standalone writer, zero.  And so I think 
technology has played a huge role in the gutting of these middle-
class people because you and I can now have a relationship – a 
financial relationship with our customers and we don't have to 
have seventeen different intermediaries.

James Altucher:  Well, you know, I have this sign literally hanging to the right of my
computer, "Remove myself from the equation."  So any business 
equation I find myself in, I try to figure out how much is – how 
much I can delegate as possible so I have that zero employees, so 
I'm not reliant on any person to create my financial success except 
for myself.  Now, I'm still dedicated to helping others achieve their 
financial success 'cause I know that's how I'll succeed, but if I 
remove myself from the actual business of it by delegating as 
much as possible, it's all the better for me so I can help more 
people.

But now, the question I have for you is how – let's say you're 45 
years old, 50 years old, you're in the cubicle, maybe you're the 
book editor, maybe you're the mutual – you work at the mutual 
fund.  You wanna remove yourself from the equation.  You wanna 
start a business and do what you've always loved to do.  What 
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would you suggest someone do right now, 'cause this is the 
situation many Americans find themselves in.  What would you, 
Porter, do right now if you had been that guy in the mutual fund 
and you said, "You know what?  I'm sick of this.  I'm gonna start 
off on my own."

Porter Stansberry:    Well, my formula will probably strike most of you as mad, but 
what I would do, Step 1 is I would make sure that I was financially
independent.  So I would get out of all my debts first, and I would 
make sure that I had enough cash in the checking account to last 
me for at least a year because I'm very conservative financially.  
I've – you know – 

James Altucher:  No, but a year, I think, is a good amount to have in the bank.

Porter Stansberry:    If you've ever been broke –

James Altucher:  Yes, and I have been many times.

Porter Stansberry:    You just don't ever want to be that way again.

James Altucher:  It's really horrible 'cause people say, "Oh, it's never about money."  
You know what?

Porter Stansberry:    That's not true.

James Altucher:  Not having money really feels bad, particularly when you have 
kids, when you have a mortgage.  You know, it feels really bad, 
and I've been through that and I'm never going through that again, 
and I really wanna help other people not go through that again or 
ever go through it.  So I agree.  Having a year in the bank at least, 
or 18 months in the bank is important.

Porter Stansberry:    But people say, "Oh, I'll never pay off my mortgage.  I'll never 
have time."  Why not?  Why don't you just sell your house?  Well, I
have kids.  So what?  You can live in an apartment.  It's not the end
of the world.

James Altucher:  I never understand people say kids can't handle change.  Kids are 
the best at handling change.

Porter Stansberry:    There's no problem.  All the kids need from you is love, acceptance
and attention.  That's it.  They don't need anything else.  I mean, 
beyond food, water – I mean, they just don't.  And not only that, 
but you tell your family, look, we're gonna make a radical change 
because I want to change the destiny of our family.  I want our 

www.verbalink.com Page 3 of 21



Q&A Porter & James #2 Page 4 of 21
James Altucher, Porter Stansberry

family to have its own business.  I want us to have a guaranteed 
bedrock of financial stability so that I can pay for your college, so 
that I can pay for your wedding, so that we can have a retirement, 
so there's a job for you when you get out of college.  I'm – I think 
these things, in my mind, they're simple.  But look, I have already 
done all this in my life and it worked out for me, so of course I 
think this is the thing to do.  But number one thing is get yourself 
so that you're in a position where you have some flexibility, okay.  
You have to be financially independent to do the things I'm about 
to tell you to do.

The next thing is figure out the guy out there that you wish you 
were just like.  Who is already doing the thing that you want to do?
Who's doing the closest thing to it?  Who's doing it well?  Who has
the reputation that you want?  Who has the clients that you want?  
Who gets to spend the time – their time the way you want?  And 
then go knock on their door and make their life easier.  You just – 
you can't just show up and say, "I want a job."  You have to be 
knowledgeable.  You have to go, "Hey, here's something that I 
know will help you.  Please take it."  Hey, here's something that I 
know will help you.  Please take it.

James Altucher:  It's so true because if you just say to them, "Hey, can I take you out
for a cup of coffee?"

Porter Stansberry:    No.

James Altucher:  They don't wanna have coffee with you.

Porter Stansberry:    No.

James Altucher:  And they don't need – they're, let's say, a multisuccessful 
millionaire, like, they don't need the $3.00 cup of coffee from you.

Porter Stansberry:    Yep.  Hey, I wrote the software program for you.  It's gonna help 
you identify where the best prospects are in your marketing list.  
Just give it to your marketing person and have them call me.  Go 
find a way to make their life easier in any way, shape or form that 
you can.  Be respectful.  Don't be intrusive.  Be helpful, be kind.  
Don't be demanding.  Just go find a way to help them.

James Altucher:  So specifically what would you do?  What would you – you know 
–

Porter Stansberry:    I can just tell you what I did.  I told you earlier I wanted to be 
Steve Sjuggerud, right.  So Steve Sjuggerud had to go to China for 
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two weeks, and he needed somebody to sit at his desk, so I said, 
"I'll do it."  Steve said, "Well, I don't know if I can pay you."  And I
said, "It doesn't matter.  I'll do it."  So I went and I sat at his desk 
for two weeks, and when he got back, I had done all of the research
work that he had scheduled to do for the next month.  It was 
already done.  So the decision to hire me was very easy.

James Altucher:  This is so – this is such an important key, and it's really related to 
the three or four elements we discussed about entrepreneurship in 
the last podcast.  Like, I don't know if you know my story.  I wrote,
like, 40 different people.  I identified people just like how you said.
I wrote 40 different people.  Two or three of them responded.  One 
guy I sent literally all my software.  This will model the stock 
market for you.  Keep it, give it to your software guys, I'm happy 
to explain it.  He ended up allocating his – he was a big hedge fund
manager.  He ended up allocating his personal money to me to start
a hedge fund.  And another guy, Jim Cramer, I wrote, "Here's ten 
article ideas I think you should write."  Just I would love to read 
these articles.  And he said, "Why don't you come onboard 
TheStreet.com and you write these articles?"  And that's how I got 
my start in the financial business.

Porter Stansberry:    Yeah.

James Altucher:  You have to offer value.

Porter Stansberry:    You have to offer value because if you don't, you're just another 
yahoo.  You're just another mouth to feed.  No one needs another 
mouth to feed.  And not only that, but if you – perhaps there's a 
guy already in your company.  Maybe you don't even have to leave
your job.  Maybe there's just a way for you to get a raise or a 
promotion.

James Altucher:  Sure.  You could be an entre-employee, like plenty of 
opportunities.

Porter Stansberry:    But how – what's the most – how do you do that?  You do it by 
figuring out how to make that guy's life easier, and then you just do
it.  You don't ask for permission.  You don't wait to be told to do it. 
You just do it.  And people are, like, "Well, I could never – I don't 
know."  There's always a way.  There's always a way.

James Altucher:  I think that's important for – people don't realize there really is 
always a way.  Now, it might require quantity and quality.  You 
might have to go – even if you're doing within a company, you 
may have to go to multiple divisions and try to help them to get 
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one division to respond to you, but there is always a way to go 
around and you never need to ask permission.  What's your 
expression, ready, fire, aim?

Porter Stansberry:    Well, the – that's Mark Ford's expression.  My expression is it's 
always better to say you're sorry than to ask for permission.  You 
know, look, whoops, I screwed all this up but I was trying to help.  
Okay, I can live with that.  I can't tell you, even in my own 
company, it's shocking to me in my own company, and we have 
about 200 employees now in the various divisions that we control, 
and I bet you that less than one in ten – I bet you that less than one 
in 25 will listen to this podcast.

James Altucher:  You know, it's a shame because this is gonna be how they could 
move up.

Porter Stansberry:    What's amazing to me is, in a company that I built, and I hired the 
first 25 or so people here myself personally, right.  Our culture was
so entrepreneurial, and yet people come into this company and sit 
at their desk and don't do anything all day long.  I mean, I can't – it 
boggles my mind.  I mean, you could – if you were a Stansberry 
Research employee or you worked for Tom Dyson's division, 
Common Sense, or you worked for Bill Bonner's group, Bonner 
and Partners, or you worked at our software company, Trade Stops,
I mean, you have an enormous opportunity because we have 
400,000 or so paying subscribers.  We have the ability to market to 
them almost instantly.  And we have a bunch of people who are 
creative and entrepreneurial who are in charge of the company.  
Come to us with a good idea.  We'll do it.  But if you just – if that's 
all you do, nothing's gonna happen.  You have to find a way to 
make money for our company or to make our jobs easier, and you 
have to do it without someone telling you, and it's just that simple.

James Altucher:  Yeah, and I think, again, that's true.  Many companies are 
successful companies, and so if you wanna break into 
entrepreneurship, you have to provide value for those successful 
companies.  If they're profitable, they will make you money.  Like 
you – if you help them make money and they have high margins, 
you will make money off of that.

Porter Stansberry:    That's also one of the secrets, right?  I can't tell you how many 
times I've wanted to give somebody a promotion, but I knew the 
first question out of their mouth would be, "Well, great.  I want a 
50 percent increase in pay."  And I just don't believe in that.  I think
that you, as the employee, you have to prove that you're worth 
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more before you can expect to be paid more.  And there is – I 
know, maybe that's – people are, you know, maybe people think 
that we're gonna always take advantage of them, which is 
ridiculous.  I mean, if you prove that you're worth more to me, I'm 
thrilled to write you that check.  I just don't want you to ask me to 
write the check when you haven't done anything yet.

James Altucher:  Yeah, and this is the key now to entre-ployeeship.  You know, I 
think now we're in a society where, for better or for worse, you 
know, because of technology, because of the government, because 
of a combination of things, you can't be an average employee 
anymore because you're just gonna lose your job.  And I just ____. 
I'm on the Board of a billion revenues employment agency, and we
just see what's happening in the Fortune 100, the Fortune 500.  
Nobody wants to deal with, for instance, I'm just gonna say as an 
example, I'm not being political, no one wants to deal with 
Obamacare.  No HR professional wants to read a 1,000-page 
manual how to deal with Obamacare.  So they essentially try to 
figure out how to fire their employees and outsource them to 
employment agencies, which is why the unemployment numbers 
don't go down but everybody's income goes down.  And I think in 
order to show your worth, your dollar worth, you have to provide 
more than that dollar in value.  It has to be measurable.

Porter Stansberry:    Yeah, and I also – but for me, just the mentality of so many people 
is wrong, and I don't know why.  I don't know how – 

James Altucher:  I think it's old school.  I think it's their parents subscribing to 
corporatism.

Porter Stansberry:    Well, I'll tell you, when I first started working for Bill, I was in a 
much more junior position.  Steve – I showed up and I did his job 
for two weeks and I proved to him that I would walk through a 
brick wall in order to get an opportunity, and so he worked with 
me.  You know, he mentored me, and I was in that position and we 
were – I told you we were doing these business-to-business 
newsletters that no one would ever read, and the business was 
failing, and I was very frustrated.  And I was dating a girl at the 
time.  We were living together.  And she kept telling me to quit.  
She kept saying, "Well this isn't fair.  You know, you're not gonna 
get a raise this year.  The company's suffering.  That's not your 
fault.  You're doing your job.  They have an obligation to you 
'cause you're doing a good job."

James Altucher:  Yeah, see.  That's mistaken thinking.
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Porter Stansberry:    Let me just tell you, whether it's mistaken thinking or not, that 
[beep] doesn't work.  You feeling sorry for yourself because no one
recognizes the contribution you're making, that doesn't solve 
anything.  It's just – it's like emotional pornography.  It makes you 
feel better.  It gives you this, you know – what do people love more
than the ability to wrap themselves in a big blanket of I've been 
wronged.  Whatever that emotion is, you just wallow in it.  Oh, 
they should listen to me.  I would do things so much better.  Well, 
then why don't you go do it?

James Altucher:  You know, and I call that the disease.  So once someone gets the 
disease where, you know, complaining is draining, not only can't 
they – they can't get rid of it, but it becomes contagious.  So as 
soon as an employee gets the disease, when I've run companies, 
I've always had to fire them.  I've tried not to fire them.  I've tried 
to cure them of the disease, but once they get the disease, you have
to get rid of them.

Porter Stansberry:    Yeah.  So I think that's – 

James Altucher:  'Cause if they're in the hallway smoking cigarettes and everyone 
else and complaining about you.

Porter Stansberry:    Cancer.  Oh gosh.  I can't even – I've got so many stories like that, I
wouldn't even know where to start.  There was an employee, like 
the third or fourth person I hired when I started Stansberry 
Research.  I mean, this guy didn't have a job, and I gave him an 
opportunity, and he refused to do half of the work I asked him to 
do.  Like, he just wouldn't do it.  And I said, "Hey, let's go to 
lunch."  And I said, "What's the matter?"  And he's, like, "I just 
don’t like doing this, blah, blah, blah," and I'm, like, "Well, you 
know, that's the job."  And he's, like, "I don't like doing it."  And 
I'm, "Listen, you know, you could – if you don't like doing the job, 
then quit, but don't have a bad attitude here."  And so then, like, 
three days later, you know, he's having a fit again because it was a 
graphic designer and we were asking him to actually graphically 
design something.  And I'm, like, "You're done."  He's, like, "What 
do you mean?"  I'm, like, "You're fired.  You have to leave now."  
"Well, why?  Why?"  I'm, like, "Are you kidding me?"  I mean, it 
just – people in their attitude at work is just absolutely mind 
boggling.  I mean, I just don't get it.  I really, truly don't.  I was 
never that way and I don't understand people who are.  I'm your 
employer.  I don't have any obligation to you whatsoever except to 
pay you as I have promised to if and when you do the job that 
you've been tasked with.  That's it.  I'm not responsible for giving –
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James Altucher:  Yeah, and this is not a cruel way to act.

Porter Stansberry:    I'm not responsible for giving you a raise.  I'm not responsible for 
helping you advance your career.  I'm not responsible for even 
giving you any training.  That's not part of what I have promised to
do.  I've just said if you put those bricks where I want them, I will 
pay you money.  That's it.  That's the nature of our relationship.

James Altucher:  Although I will say, and I was gonna bring this into another 
podcast about leadership.  I will say if they're doing their job, then 
you can start doing those things, the sort of – the soft things other 
than cash.  Like, for instance, if someone's doing a good job for 
me, then I can think about their career and what advice I can give 
them to move their career upwards and so on.

Porter Stansberry:    Look, the reality is anyone who does a good job for me gets huge 
bonuses, has their career advanced, gets put in charge of running 
new companies for me.  I'm an entrepreneur.  I would love to –

James Altucher:  Right, it benefits you.

Porter Stansberry:    I would love to write you bigger checks.  Just help me do it.  But 
this whole age of entitlement we live in, James, it's so destructive.  
And it's not destructive to me.  I can fire you and find somebody 
better.  It's destructive to you.  It's destructive for you to believe 
that.  It's destructive for you to feel like you don't have any 
choices.  It's just not true.  You've got tons of choices.  You could 
go into your job tomorrow and from there forward, you can say, 
"I'm gonna do the best job that can possibly be done and I'm gonna
come home and spend three hours every night figuring out a way 
to do an even better job tomorrow."  You can do that.

James Altucher:  And it's not that hard.  Like, I have a statistic where, if you just try 
to improve at your job 1 percent a day, that compounds, so in a 
year, you're 3,8000 percent better than everyone who just came to 
work and sat at their desk.  So 38 times better at doing your job 
than everyone else.  You're going to win the game in that sense.  
And now, I hate calling it a game, but it is.  Like, we're all trying to
survive and make money for our families and do better for our 
bosses and so on.  You know, it's very important.

Porter Stansberry:    I like the thing that you teach people to do, which is to write down 
ten ideas every day.

James Altucher:  It works.  And I get testimonial after testimonial.  It works.
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Porter Stansberry:    Because just even little things.  Just even figuring out just little 
ways of improving your own personal efficiency.  You know, just 
little tiny improvements, constant improvements make huge 
difference over time.  And likewise, minor degradations make huge
differences over time.

James Altucher:  Yes.  Right.  I always refer to – for our young people, compound 
abundance versus compound a dollar.  So it's – compound interest 
is always important, but compound everything else in your life as 
well, because this is the time to do it, and you do it with ideas.

Porter Stansberry:    Let me get back to your original question was, you said, "If you 
were starting out today, you know, how would you do it?" and the 
answer was very specific, right.  I would find the person I wanted 
to be more like and I would find a way to get closer to them, 
starting by delivering value in some way, shape or form to them, 
and ideally ending up in either a business relationship with them, I 
mean, either as an employer or as a partner in some way, you 
know, having them mentor me and give me an opportunity.  And 
that is a very deliberate thing I've done my entire life.  I have 
always tried to get close to people I liked and admired.  James, 
you're one of those people.  And how did I build my relationship 
with you?

James Altucher:  Well, you actually made me money.  So it was great.  I'll tell the 
story.  So I don't know if anybody knows this story, but I'll tell it.  
But – so you drove up to New York to visit me.  You took me out 
to dinner.  You and Aaron came up, took – first we met for ping 
pong.  Aaron destroyed us all and then we went out to dinner.  And 
then you said, "Let me just – let me sell your book."  So I had just 
come out with the book Choose Yourself.  I had an enormous list, 
and I was selling well.  I was a Wall Street Journal bestseller, but 
you said, "Let me just take the book, and you had it for sale for 99 
cents on Amazon.  I'm gonna sell it for $20.00, the hardcover 
edition," and you sold, I think in, like, a two-week period, 30,000 
copies for $20.00 when it was selling for 99 cents on Amazon.  
Now, we had bundled other things.  I wrote, like, a special report.  
We put some other stuff in there, but you did make me money, I 
made you some money and, you know, a financial relationship 
started.  But you did what you said you were going to do.

Porter Stansberry:    That's the key, right.

James Altucher:  And then it took us – here we are.  This is now a year and a half 
later.  It took us – and then we started doing the podcasts six 
months later, okay, but that took a while to figure it all out.  Like, 
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we were friends, but it took a while to figure out – now here we are
a year and a half later, now really starting a financial relationship 
together.

Porter Stansberry:    Yeah.  It does take a lot of time, but the key is, right, you have to 
make people bold promises if you wanna get their attention and 
then you have to deliver.  And that's – you know, that's sort of the 
secret.  But this goes back to something that I learned when I was 
14 years old and I was working – I got into some trouble with the 
bad kid in the neighborhood.  We had broken some windows with 
BB guns and done some stupid things, and my parents said, "Well, 
we're not paying for that.  That's your fault.  That's your 
responsibility.  You've gotta go get a job."  And obviously, as a 14-
year-old, it's not easy to get a very good job.

So I ended up working in Arnie Sager's warehouse, and if any of 
you lived in Orlando 25 years ago, you'll recall that Arnie's was the
giant flea market that was privately owned.  So he owned all of the
stalls, but it was just garbage.  It was a retail liquidation center.  So 
he would buy up bankrupt merchandise for 10 cents on the dollar 
and sell it in this giant warehouse, which was just filled with all of 
the wrong sorts of people.  They were bad customers, bad 
employees, just a bad scene altogether.  And it was eye-opening for
a middle-class 14-year-old from the suburbs.  I mean, I didn't have 
any idea that employees would actively steal from their employer.  
Like, that never even crossed my mind.  And of course, all the 
people that worked at Arnie's were walking out with everything 
they could get their hands on.

And so I worked there for maybe six weeks and I worked all day 
Saturday, all day Sunday, 12-hour shifts, and I made the money 
that was required to pay for the window that I had broken.  And on 
my last day at work, Arnie paid me out in cash.  And he had a big 
black Lincoln, and he rolled down the window and he handed me a
wad of cash and he gave me, like, $500.00 extra too because he 
was just a really good guy.  He said, "Kid, you don't belong here."  
And he says, "You need to do a lot better job picking your friends."
He says, "You gotta pick 'em wisely because, whether you like it or
not, you're gonna become 'em."  And I have lived with that motto 
every day the rest of my life since.  Whether you like it or not, 
whether you intend or not, you will end up becoming just like the 
people you surround yourself with, so you had better choose them 
wisely.

James Altucher:  You know, it's so interesting because, you know, I rand a fund of 
hedge funds and so I knew a lot of – I had done due diligence on 
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hundreds of hedge funds.  I invested and, in some cases, seeded 
about thirteen of them, and I saw ten of them ultimately – I quickly
wound down after a couple of years, but I saw ultimately ten of 
them out of the thirteen go out of business because they just 
weren't really good guys.  And it's really important for building a 
business that you are the people you surround yourself with, and it 
took me late in life to fully understand that.  So that's probably my 
biggest regret of earlier businesses that I've started.

Porter Stansberry:    Yeah.  If you have one red flag about someone's honest or 
character or talent, just avoid them.  Just do whatever you have to 
do.

James Altucher:  I agree.  One strike and you're out is a decent policy.  People think 
it's selfish when you say that, but then that's their one strike.  Then 
I don't deal with them.

Porter Stansberry:    And the whole thing is people say, "Well, we could overcome this 
weakness with them.  You know, we can overcome.  We can 
manage around that weakness."  But you can't manage around the 
influence that they will have because they're close to you.  So 
they've got one flaw, right.  So they're gonna end up hiring people 
that have two flaws, right.  And then it just builds.  Whereas if you,
to the very best of your ability, you only stick with the people who 
you truly wish you were more like, it's very hard to go wrong.

James Altucher:  Well, you know, think about it like in terms of relationships and 
marriage.  I always find, you know, throughout my relationships 
that you always notice kind of something wrong maybe in the very 
beginning, but you figure, okay, that's not so bad.  She's very 
beautiful so I'll deal with this one thing.  But –

Porter Stansberry:    Yeah, she's very beautiful, but she keeps sleeping with my friends.

James Altucher:  That one thing will always get bigger and bigger until you break 
up.  So it never – that rule has never changed for me.  And now, 
fortunately for both of us, we're both with great people so, you 
know –

Porter Stansberry:    But let's be clear about what we mean by this too.  It's not that we 
demand that the people that we do business with never make 
mistakes or don't have any weaknesses.  That’s not possible.  What 
we're talking – for me, what I'm talking about is that the package 
of that person has to be genuinely desirable, where I have to be 
able to say to myself, "If I become more like this person, I'm gonna
become a better person."  That his strengths are so great and he 
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has, you know, no serious flaws – he's not a liar, he's not a thief, 
he's not a crook, right, that I wanna be around this person more.  
And I don't know that many people hire that way.  I really don't.  I 
think that – this is just my impression, but I think a lotta times in 
business, people just hire the guy who has the good resume or the 
guy who has the good connections or the guy who can get some 
job done.

James Altucher:  Well, and you look at – you're even talking, like, at the higher 
levels.  At the middle and lower levels, people – HR personnel 
hire, and they hire based on, you know, personality tests and 
Meyers-Briggs tests, which tell nothing about what a person is 
really like.  So hiring in America, in general, is just distorted and 
messed up.

Porter Stansberry:    Yeah.  Anyway, do your very best to surround yourself with people
who you generally want to be more like and you'll be much more 
successful.  And the cool thing is their good habits will brush off 
on you.  You can improve yourself just by hanging around people 
who you admire.

James Altucher:  Yeah.  So I'm gonna ask you another Warren Buffett question.  We 
asked one in the last podcast.  Now this one there's multiple 
answers, so it's okay if you and I have different answers, but 1969 
or give or take a year, 1969, why did Warren Buffett switch from 
hedge fund to insurance company as his main mode of business 
operations?

Porter Stansberry:    Right.  So he wound down the Buffett partnership.  He announced 
he would do so in '68, and by '69 he liquidated.  So you had two 
choices.  You could get paid out in cash or you could get paid out 
in shares of Berkshire Hathaway, and Buffett took Berkshire 
Hathaway, which gave him a 29 percent interest in Berkshire 
Hathaway at the time, which is interesting because only five or so 
years later, he had increased that stake to, like, 45 percent or 47 
percent.  So he was very –

James Altucher:  In a very clever way, by the way.

Porter Stansberry:    In a very clever way.

James Altucher:  Maybe we'll save that for another time.

Porter Stansberry:    Okay.  I won't get into the details of that.  But the reason why he 
did so was that he did not want to be beholden to a bunch of 
investors in his funds anymore.  That's the read I got on it.  He did 
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not want to be personally responsible.  He was then worth about – I
think his net worth was over $10 million at that point.

James Altucher:  Yeah, I'm gonna say 20, he mentioned to Adam Smith in 
Supermoney.

Porter Stansberry:    Okay.  So $10 million in '68; $20 million by 1970, but basically he 
had enough money where he wanted to be free to pursue other 
interests if he chose to, and he knew that as long as he was 
managing money, that he would be consumed with doing the very 
best he could for his investors.

James Altucher:  So that – I think you're right.  I think that is one correct answer.  I'll
tell you what I think is another answer, which is why Warren 
fundamentally loved the insurance business.  Think about the 
hedge fund business.  People give you money, you invest it and 
you get 20 percent of the profits and then everybody wants their 
money back.  Now, compare that to the insurance company.  
People give you money, they never want their money back.  Like, 
that means they're sick or they're dead, so they never want their 
money back.  You get to invest it and you keep 100 percent of the 
profits.  So the model is just fundamentally just five to ten times 
better in terms of measuring it.

Porter Stansberry:    But, you know, I don't wanna be argumentative, but – 

James Altucher:  No, be argumentative.

Porter Stansberry:    But you're sort of – there's a big flaw in that argument.

James Altucher:  Okay, tell me.

Porter Stansberry:    Which is that he could have owned that insurance company 
through a hedge fund very easily.  That's what he had up until '69, 
which means he still would have had the use of all of that 
insurance capital and his ownership of the fund goes up every 
single year because of the performance fees.  So there's no doubt in
my mind that he would be vastly wealthier if he had kept the 
partnership structure.

James Altucher:  I don't know because I'd have to go through the math, but he'd still 
only own 20 percent of the upside on –

Porter Stansberry:    Right, but he only owned 29 percent of Berkshire Hathaway when 
he liquidated.
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James Altucher:  Right, but he then, of course, managed to get his – he bought his –

Porter Stansberry:    Which is the real secret.

James Altucher:  He bought as many shares as he could of Berkshire.

Porter Stansberry:    Very, very cleverly.

James Altucher:  You know the one story where, you know, Berkshire Hathaway 
was kind of one of these penny stocks.  He was playing Benjamin 
Graham style.  It was always trading below its asset value, and he 
would always say to the CEO, "I'm gonna make a tender offer for 
X," and they would work it out.  And then one time, the CEO of 
Berkshire Hathaway, I forget his name now completely.  You 
probably remember the name, but the guy said, "No, I'm gonna 
make it a dime higher this time and –"

Porter Stansberry:    It was an eighth.  He was trying to chisel him out of an eighth.

James Altucher:  Right, and Warren Buffett said, "You know, I don’t like that."  So 
Warren Buffett bought up, you know, as much shares and voted 
him out as CEO and made himself CEO.

Porter Stansberry:    In 1965, yeah.  He didn't – they hadn't done any tender offer.  
Buffett rightly guessed that they would, so he bought up whatever 
it was of the stock and then Seabury Stanton was his name, offered
to buy ____ stock at 11.5, but he only – but then when the formal 
letter came out, the tender offer was for 11 and three-eighths.

James Altucher:  Yeah, yeah, so Warren Buffett got upset.

Porter Stansberry:    He got upset.

James Altucher:  You know, Warren Buffett, he acts like everyone's grandfather, but 
–

Porter Stansberry:    He's very tough.

James Altucher:  …don't piss off Warren Buffett.

Porter Stansberry:    No, don't do that.  But that's what happened, and it was probably 
the single greatest mistake of Warren's career.  Because if he had 
owned all those other great assets through a company that had a 
high return on equity, he would have done much, much better.
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James Altucher:  Yeah, you know, the only thing is, though, he was able to use that 
as a public shelter by other companies.

Porter Stansberry:    But he could have done that with any kind of company.

James Altucher:  True, true, and it was a pink sheet stock at the time.  Like, it was 
nothing.  It wasn't trading.

Porter Stansberry:    And he didn't.  It's also a myth that he bought it at a great price.  
He didn't.  He started buying it at $8.00 a share, but by the time he 
got control of it, he paid $15.00 and it had – at that time, it had net 
working capital of 16.  So he paid for all of that capital.  It's a myth
that he made all of his money 'cause he bought Berkshire at a good
price.  He bought it at an average price, but it was a below-average 
business, and it consumed capital.  And if he had not – I mean, 
look, if he had bought more Disney and more American Express, 
he would have done way better.  And he didn't need – there was no 
reason for him to have that quote, unquote, corporate shell because
it was eating capital.  I mean, imagine if he had just kept – if he 
had never bought Berkshire, he just kept his partnership and he had
bought National Indemnity in '68, he would have – the money 
came from National Indemnity, not from Berkshire.  Berkshire, 
over the course of his ownership, was a loser.

James Altucher:  But National Indemnity, he never would have – he capped his 
profits at 20 percent always, even though National Indemnity, the 
hedge fund itself, the partnership itself would have kept 100 
percent of the profits, he was always capping his profits, and I 
think he wanted to max out his personal profits.

Porter Stansberry:    I strongly disagree with you.

James Altucher:  Funny.

Porter Stansberry:    Because if you look at the way the partnership worked, every year, 
Buffett's interest in the partnership grew at the expense of his 
partners, and because of the 20 percent bonus that he got and they 
didn't.

James Altucher:  I see.  So right, he kept – he never took a dime out of the 
partnership, really.  So – and you know, people don't know his – it 
wasn't a typical hedge fund.  It was zero percent management fee.  
I think he had to pay everybody ____ or 6 percent, I forget the 
exact – 7 percent.  So he didn't – he only took money 25 percent or
30 percent, you know probably more, of the profits above that 
initial 7 percent.
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Porter Stansberry:    Twenty-five percent above the hurdle rate.  And the other thing he 
did, which is completely outrageous and not commonly recognized
is, for the first five or seven or ten partners he got, they were 
mostly local doctors.  He guaranteed them the principal.

James Altucher:  Yeah.  And so many stories.  There's Lawrence Tish, who was 
obviously a famous investor on the East Coast who had never met 
Warren Buffett but just heard of him, wrote a check blind to him 
'cause he heard how good an investor Warren Buffett was.

Porter Stansberry:    Yeah, Larry Tish was a long-time investor in Berkshire.

James Altucher:  I'm trying to think – I'll tell you one story I heard that you'll find 
interesting.  So I went to an annual meeting a couple years ago, 
and I met one guy who bought 200 shares of Berkshire Hathaway 
in, like, 1975 or '76.  And after a year, the shares had doubled.  So 
he figured this is great; I made a huge profit.  I'm gonna take half 
my money off the table so I lock in my profits and I'm gonna sell 
100 shares.  I'm gonna start a restaurant.  And he started a very 
successful restaurant in Omaha, made a decent amount – made a 
living out of it and then retired, you know, eventually.  The other 
100 shares, of course, is worth, whatever - $17 million, $18 
million, like some huge amount that he's done nothing for, but he 
did follow the young Warren Buffett into Berkshire Hathaway.

Porter Stansberry:    Yeah.  There's a lot of businesses that could have done that for you.
Not many as well as Berkshire.  The thing I find most interesting 
about Berkshire is that the public equity portion of the company's 
increase in net asset value was extremely important in the 1970s 
and 1980s.  It became only about half – it was responsible for only 
about half of the gain in book value in the 1990s.  And it's been 
responsible for almost none of the increase in book value since 
2000.  Since 2000, Buffett's record as a stock investor is abysmal.

James Altucher:  Right.  But as a corporate leader –

Porter Stansberry:    It's excellent.

James Altucher:  He's done well.  After repairing Gen Re.  So he had to actually go 
in.  He had made some mistakes in some of his acquisitions.

Porter Stansberry:    Yeah, Gen Re was a disaster until 2006, probably.

James Altucher:  But he had to buy Gen Re because – 
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Porter Stansberry:    But that's a wholly owned.  That's not part of the publicly-traded 
portfolio.

James Altucher:  Right.  He had to do that.

Porter Stansberry:    I understand, but I'm just saying it's interesting he's most famed 
publicly for being a stock investor, right, because he bought Coca-
Cola, he bought Washington Post, he bought American Express, 
and he did very well, and that was a very big part of his increase in
net worth in the '70s and in the '80s.  Much less so in the '90s and 
then debacle in the 2000s and since, including he has spent over 
$10 billion on IBM and it has not made him a single penny.

James Altucher:  Yeah, for a guy who doesn't like tech stocks, he spent a lot of 
money on them.

Porter Stansberry:    He sure did.

James Altucher:  But, you know, the one thing about Buffett, though, is he's always 
able to get what I call the 9 percent deal.  He'll go to ____.

Porter Stansberry:    Yeah, I know, I know, but that – but unfortunately, James, even 
though those deals have been great, they are not large enough to 
move the needle on Berkshire's book value.

James Altucher:  No.  Yeah, it's hard.

Porter Stansberry:    So, yeah, great, he made a lot of money by lending Goldman $10 
billion, but he's got $200 billion to manage.

James Altucher:  Yeah, and he did the same with Hershey when they bought – or 
Heinz when they bought –

Porter Stansberry:    Well, the Brazilians bought Heinz, and it was that deal was 
financed by Buffett.

James Altucher:  Oh, okay, right, with again the 9 percent.

Porter Stansberry:    With preferred shares, yeah.  Yeah.  But the thing is, and I've been 
working on this, so I know a lot about these details, but he made a 
lot of those deals back in 2009 where he would have been way 
better off if he'd just bought stock.  So, like, back then you could 
have bought Harley Davidson for less than $10.00 a share.  Harley 
Davidson is a classic Buffett stock, okay.  They don't change how 
they make their motorcycles, they don't need to build a new plant, 
they have a fantastic brand, they have huge margins – way bigger 
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margins than any car maker, right.  It's classic Americana.  It's total
Buffett.  And instead of just buying the company, which is now 
trading at $70.00 a share, he would have made a fortune.  Instead 
of just buying the company, he lent them $300 million or whatever 
at 10 percent.

James Altucher:  He had no conversion rates?

Porter Stansberry:    There were, of course – 

James Altucher:  I don't know the deal.

Porter Stansberry:    Yes.  Yes, there was a conversion price, but it was, you know, he 
didn't hold it.  He sold.

James Altucher:  Now, you know, but this is an interesting thing, and it's related to 
what we were talking about before.

Porter Stansberry:    And it was also a small – a tiny investment, right.  Why not just – 
back in his glory days – back in the glory days, he would have 
bought the whole company and he wouldn't have given them 
financing to keep them alive.  He would have bought them out 
distressed.

James Altucher:  Yeah.  You know, it's an interesting thing, though.  Studying 
Warren Buffett – if people always ask me what's the best 
investment book to study to be a better investor, I always say start 
with The Essays of Warren Buffett by Lawrence Cunningham 
'cause I think that's an excellent book.  And then I don’t know what
to recommend to people after that 'cause everybody thinks that 
they're gonna be a great investor right away.

Porter Stansberry:    I would tell you to start with The Making of an American 
Capitalist, which is the biography of Warren Buffett that was 
written – 

James Altucher:  Yes, that's a very good book.  Alice – 

Porter Stansberry:    No, no, no, no, no, no.  That's not the one I would start with.

James Altucher:  Oh, no, no, I know what you're talking about.

Porter Stansberry:    The Making of an American Capitalist by – he's a famous 
biographer and I can't remember his name right now.  But that's the
one I would start with because I think that book – he's a better 
storyteller than Alice Schroeder is.  And it's the broad strokes.  It's 
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the big picture of what Buffett did, when he did it and why he was 
so successful.  Then once you've read that, once you understand 
the big picture, then going and reading his essays is going to make 
a lot more sense to you.  And then the last thing I would do is read 
Alice Schroeder's book because it is so – it's written in such 
granular detail that, unless you're very familiar with the stories, it's 
just gonna be hard to follow 'cause there's so much detail.

James Altucher:  But you know what ultimately my favorite investment book is that 
mentions Buffett, and I mentioned it briefly earlier, is Supermoney 
by Adam Smith.  Classic kind of pop finance from the early-'70s.

Porter Stansberry:    Huge bestseller.

James Altucher:  Yeah, huge bestseller.  I actually convinced Wiley, in the past 
decade, to rerelease it actually because I thought it was such a 
great book, but it mentions Warren Buffett before Warren Buffett's 
Warren Buffett.  He's still – 

Porter Stansberry:    He's actually the same.

James Altucher:  Yeah, but Adam Smith heard about this guy in Omaha who was an 
investor –

Porter Stansberry:    Yeah, and he picked him up in his Cadillac just like he would 
today and he took him to Gorat's Steak and he did all the same 
things.

James Altucher:  He passed the Nebraska Furniture Mart and he said, "One day I'm 
gonna buy that," and it was great.  But not only that story.  Then 
there was the story of Paul Erdman, who was in jail at the time for, 
like, making a Swiss bank fail, and that's the worst thing you could
do in Switzerland is make a bank fail, and Paul Erdman later on 
became, like, a huge financial thriller writer and so there was a lot 
of, like, kind of prophetic stories in this book Supermoney.  So I 
thought it was very interesting and well-written.

Porter Stansberry:    It is a great book, but I would just tell you that if you're not a 
finance guy, a lot of those nuances are gonna be lost on you.  But it
is a great book, and Paper Money is another Adam Smith book 
that's great.

James Altucher:  Yeah, great book.  Well, Porter, thanks again.  Great stories about 
entrepreneurship, leadership, Warren Buffett.  I think these two 
podcasts are gonna be of great value to my new subscribers, so I'm 
very grateful to you for joining me on these podcasts.
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Porter Stansberry:  You're very welcome.  I wish you and your subscribers the best of 
luck, and I'll tell you guys you're in very good hands.  James is not 
only smart and capable, but he's honest and thorough, and those are
very hard traits to find anywhere in the financial world.

James Altucher:  Thanks, Porter.  Thanks again.

Porter Stansberry:    You're welcome.

[End of Audio]
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