BONUS CHAPTER

RULE BREAKER
INVESTING
MAILBAG

LOVE HEARING from fellow Fools.
I Since November 2015, the Rule Breaker Investing weekly podcast
has reserved the last Wednesday of every month for the Mailbag—an open
invitation for listener questions, fresh ideas, hot takes on guests, heartfelt
stories, poems... you name it. More than 100 Mailbags later, it’s become a
favorite tradition.

So when it came time to write this bonus chapter, it only made sense
to make it feel like one of those Mailbags: a chance to engage directly with
some of the more frequently asked questions about this book and about
Rule Breaker Investing. As new questions come in, I'll keep updating this
chapter. This is the first version, v1.0.

Let’s get started!

“WON’T ARTIFICIAL INTELLIGENCE DO
ALL OUR INVESTING FOR US...?”

If you've been dollar-cost-averaging into mutual funds, index funds,
or ETFs, youre already used to someone—or something—doing your
investing for you.

Maybe that intelligence is another human, or maybe it is algorithmic.

And sometimes it’s genuinely intelligent! (Actual results may vary...
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objects appearing in your windshield could be closer than they appear—
especially your losses....)

Having your investing done for you is already common. It won't take
much for those decisions to be driven by Als going forward, instead
of people or quants. Cheaper, faster, more efficient? I could see it. For
those who want that, I'm all for artificial intelligence running part or all
of your portfolio. Just be sure you're tracking two things: (1) how you’re
performing vs. the market, and (2) the fees you’re paying for the privilege.

But here’s the better question: Why let the machines have all the fun?
I love investing too much to hand it off. It would be like letting Als draft
your fantasy teams, finish your crosswords, and watch movies for you and
tell you how they end. Sure, AI already enriches my life in dozens of ways.
But I'll never let it rob me of the lessons or experiences—especially the
hard ones—that help me grow. Pull all the stunts you like, ChatGPT, just
don’t stunt me or my kids.

Which brings to mind the great Woody Allen line about speed-reading.

“I took a speed-reading course and read War and Peace in 20 minutes....
“It involves Russia.”

I don’t want my own learning and wisdom acquired from my three
favorite topics—investing, business, and life—to consist of an “it involves
Russia” outcome. Do you?

We're all different. Maybe your family or some of your friends don’t
care to learn much about investing, business, or even life (though I hope
not that last one!). If so, that’s fine—mileage varies. We are each unique
creatures with our own set of strengths, weaknesses, contexts, purposes.
But for me, and I suspect for you, these are among our more important
choices on this planet. Why give away the joy and power of shaping
them ourselves?

When it comes to purpose, decisions, life direction, I want us each to
be intentional with the key life choices. Money included.
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“HOW COULD YOU OR | POSSIBLY
OUTPERFORM ARTIFICIAL INTELLIGENCE?”

Ah, but then comes the follow-up question: Won’t AI run rings around us?
Won’t we soon be outgunned on every trade by market bots? What hope is
there for the individual investor?

First, let me say that if AI proves it can far outperform us, if we really
can’t beat ‘em, then let’s join ‘em. I know I said in the previous section that
I love investing too much to hand it off, but I can find other things to love
just as much if AI starts delivering 25%+ annualized returns. I worked
hard to put up 20% for Motley Fool members for decades. If you and I can
enjoy 25%+ annualized returns as we sit in our pajamas on a beach, pina
coladas in hand, crossword half-solved, Frisbee in flight, ukulele lesson on
Zoom, with a masseuse rubbing in the sunscreen we forgot... let’s happily
call that “progress” and ditch our Rule Breaker-y ways with a smile.

But here’s the thing: AI didn’t just show up yesterday. For decades, if
you've traded a stock, odds are a computer was on the other side. Ever
since computers were invented, really, people have been trying to program
them as intelligently as they can to make as much money as they possibly
can... and generally, as quickly as possible.

The vast majority of daily market volume has been computers—
algorithms, quant models, and now AI—for many years. So no, I'm not
fazed by headlines warning Als may suddenly “suck all the alpha” (the
market-beating returns) out of the market. Most computer trading
activity is hyper-short-term. For more than 10 years, SEC tracking data
shows high-frequency trading to be more than 50% of overall volume
in U.S.-listed equities, and high-frequency trading can be as fast as...
10-300 milliseconds (read that “milli” part again). That’s the game most

“intelligent” systems are playing.

Thus, simply by playing the long game as a Rule Breaker investor,
you're playing a completely different game than almost anyone out
there on the field. You're surrounded by a fever of activity, so fast, nearly
invisible. So much action, and yet it passes you by so big and so fast that
you may even feel kinda lonely.
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That’s not lonely; that’s an advantage.

I don’t foresee Al picking stocks in any magical new way that beats
the market better than you or I might. Remember, AI has already been
trying to beat the market for the longest time. If you have been investing
well and beating the market anytime over the past three, five, 10, 25 years,
you've already outperformed countless machines. I think there are very
good reasons that will continue. In part it’s because your competition is
acting on a cockamamie scheme to make money in the next 25 minutes
or 25 seconds. And most of the media’s market coverage is much more
interested in that; so it’s to that it draws viewing attention.

“You still like cloud computing stocks... After Yesterday?”

There isn’t presently enough long-term, cyclical data to feed Al to
predict the next 25 years. And anyway, I'd be much more interested in
efforts to program a bot to forecast future real-world events.

Sign me up! I'll be watching with popcorn. Good luck, computers.

“WHAT DO YOU SAY TO PEOPLE WHO BELIEVE
THE MARKET CAN’T BE BEATEN?”

Two influential books were written 3o+ years ago: One Up on Wall Street
by Peter Lynch, and A Random Walk Down Wall Street, by Burton Malkiel.
About equally popular, they had opposite messages.

Lynch’s book was written by a spectacular investor who'd steered an
initially small mutual fund (Fidelity Magellan, with $18 million in assets
in 19777) to market-whacking gains over the following 13 years. By the time
he stepped down in 1990, Fidelity Magellan was the talk of the investment
world, and had total assets of $14 billion. His book basically can be boiled
down to: “I beat the market and you can too.”

Malkiel’s book, written by a Princeton economist, argued for the

“efficient markets” view—that stock prices already reflect all available
information. To make the point memorable, he popularized the image
of a blindfolded monkey throwing darts at a list of stocks and doing as
well as an expert (like Lynch). The book was widely influential, shaping
academic thinking and helping fuel Jack Bogle’s and Vanguard’s case for
index funds.
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Both of these camps still have their adherents today, but you certainly
already know I'm in the first camp. I believe that business and markets are
fundamentally rational (and good!), and I believe a good rational person
can and will beat the markets over time if done Foolishly.

Indeed, that was my belief as we mailed out our first print issue of
The Motley Fool newsletter to family and friends in July of 1993, largely
inspired by Lynch’s vision. I am so glad I found Lynch because believing
that some companies are better than others, some industries are better
than others, some people are better than others, and some investors
are better than others are core beliefs that have guided me successfully
through life. If this is true, it follows that rather than buying an index
fund that spreads people’s money willy-nilly into every company in the
market or a given sector—seeing everything as gray, making no effort
toward discernment—one of our (secret?) weapons for outperforming is
simply exerting choice.

I want to buy the good companies. I don't—do you?—want my
money in the bad ones (bad can be defined as inferior, or polluting,
or underperforming, or... choose your own adventure). Choice is a
fundamental good, and maybe the top single tool in my toolbox. You shall
never wrest it from my hands, Jack Bogle or Burton Malkiel.

I understand how many do just see gray (if they’re even looking). And
as mentioned earlier, from the publishing of our first book, The Motley
Fool championed the idea of index funds for most people, and I still will.
We get notes years later from fellow Fools saying, “You guys turned me on
to index funds way back, and I'm eternally grateful.” They’ve never bought
a stock themselves. They're just so glad they bought index funds instead
of the hyped-up, managed mutual funds because they’ve seen the math
play out in their financial lives.

Hey, most people probably aren’t going to invest in stocks (which
makes me sad), and most people are certainly not looking to Break the
Rules. So they travel blithely alongside more serious academic people
and other advisors (it’s conventional wisdom today, has been for decades),
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who, cavorting with blindfolded monkeys, flat-out assert that to beat the
stock market averages would just be luck.!

If you're in either of these camps (there are others, too) or have friends
who are, and cannot be budged—if you are steadfast in your convictions—
I'm not trying to convert anyone. We're all different and I hope that you
find the approach that makes the most sense for your time, your interest,
and your risk tolerance.

So yeah, as your author, I need to be plain with you (you already knew
this): I'm a “One Upper” not a “Random Walker.”

Along with the British comic duo Mitchell and Webb, I will echo, “At
the end of the day, it’s all about results.”*

“ARE ALL ‘OVERVALUED’ STOCKS
RULE BREAKERS?”

(If you truly needed to ask, glad you did!)

Rule Breaker stocks are a minority of the market. We're after the best
companies of our time, yet they are also the ones initially dismissed as
doomed (“Walmart will crush ”) or derided as overpriced (“I'd
never pay 71 times earnings for anything”). Ironically, those often become
the great stocks! Not every one of them, and not all the time, but enough
of them enough of the time that you and I beat the market.

We look for and celebrate “overvalued” for Rule Breaker stocks, Trait #6.

For the rest—the slow growers, cyclicals, penny stocks, utilities, REITs,
turnarounds—“overvalued” often means walk away.

I like to assume my readers already “get this.” You're curious, bright,
fun, the kind of people I'd hang out with off the page. Maybe you didn’t
even need this section.

Because, of course, not all companies are Rule Breakers. Only
leaders in important, emerging industries.

1 And it’s not just monkeys anymore. People are always going to love headlines like this:
“Stock-picking dog beats Al in sniffing out winners.” Oliver Moody, The Times (July 10, 2023).
2 One of their top 10 videos—to this fan, anyway: www.youtube.com/watch?v=zFuMp
YTyRjw&t=4s.
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So no, I wouldn’t go out hunting “overvalued” in the ranks of the
wannabes and the also-rans.

“l BOUGHT MY FIRST RULE BREAKER
STOCK AND IT’S DOWN....”

Join the crew. It happens to many of us. And if it’s not your first it’'ll be your
next—or the one after that (just when you were starting to feel confident!).
Remember, Rule Breaker Habit #6 is Aim _for 60% Accuracy, not 100%!

I joke with friends that as soon as I buy a new stock, it seems to drop
the next day. (Good news: The next day doesn’t matter.) And even should
you not achieve or exceed 60%, it is the aiming that matters.

Heck, even if you're right seven times out of 10—superhero status!—
that still means you’ll be wrong a lot. Do you remember that sign you
pass by on the Rule Breaker Rollercoaster? “After Yesterday?” There
will be many more opportunities for you to doubt yourself, especially in
the short term.

So yes, welcome aboard the Ship of Fools. Stay the course. Get to
know your companies. The more you ask good questions of your stocks,
of investing friends, of the world around you, the better you’ll get. And
this will inevitably happen over time. Time is such an ally to the Rule
Breaker investor. Time, and resilience.

Bought your first Rule Breaker and it’s down.

Here’s my advice: Buy your next 19. (Because you want 20 to start your
portfolio anyway... right?)

“I’M THE RULE BREAKER IN MY FAMILY OR
FRIEND GROUP, BUT HOW DO | GET OTHERS
TO UNDERSTAND OR AT LEAST CARE?”

Ahyes, thelonely Fool at the dinnertable. The one nudging the conversation
toward compound interest, cheering for dollar-cost averaging, and getting
a few polite nods before somebody changes the subject to real estate or
Bitcoin. Maybe you’re the only one who lights up when you talk about



RULE BREAKER INVESTING | David Gardner

great companies, market-beating stocks, or what your investments say
about your purpose.

So how do you get them to care?

You don’t. Not at first.

This isn’t their journey—it’s yours. And I believe deeply, as Warren
Bennis taught in On Becoming a Leader, that you are your own best
teacher. His second lesson of self knowledge: Accept responsibility. Blame
no one. His third: You can learn anything you want to learn.?

Those three alone make for a devastatingly good combo. They also
underscore why you might be the only one at your table who gets it
right now. And that’s okay. Youre tending hallowed ground: your own
financial education.

No one else will care more about your money than you. And if
not you... who?

Now, good news: Ipsos found in a 2022 study that 64% of Americans
are financially literate. Better than I expected. So you're not shouting into
the void. Some friends or family will come around. When they do, your
calm example, patient optimism, and Rule Breaker habits will say more
than any lecture.

So for now, be the example. Keep smiling. Keep compounding. Keep
breaking the right rules. You're already on the mountain.

And when they finally ask, “Wait... how did you do that?”—you’ll have
this book in your hand.

Maybe even an extra copy.

“WHAT DOES THE FOOL COMMUNITY
FOUNDATION DO?”

Two-thirds of Americans—about 200 million people—still live paycheck
to paycheck. The Fool Community Foundation is our public charity
created to help change that, expanding wealth-building opportunities
and opening new pathways to financial freedom.

3 The fourth, for those keeping score at home, is “True understanding comes from
reflecting on your experience.”
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In keeping with The Motley Fool’s spirit, we believe doing well and
doing good go hand in hand, and that optimism drives our work every
day. “Community” is in our name because this mission is powered not just
by our company but by our entire community of Fools rallying together
to “pay it Foolward.” In short, we exist to help more people achieve the
American Dream of financial security and abundance, and to bring as
many as possible along on that journey.

Drawing on aknack for picking winners from those that Break the Rules,
our foundation takes a venture-capital-style strategy to philanthropy. Our
ImpactFool Fund (a kind of venture philanthropy program) finds and
funds early-stage nonprofits poised to make a big impact in areas like
financial education, housing, health, work, and more—the critical drivers
of financial freedom. We provide these changemakers with significant
grants and hands-on support, leveraging our expertise and network to help
them scale up their solutions. At the same time, we develop breakthrough
tools and resources for individuals, such as our new Freedometer—an
interactive, community-powered tracker that helps people measure and
improve their financial well-being.

By investing in dynamic ideas and people, and building practical tools,
the Fool Community Foundation helps turn everyday strivers into thrivers,
empowering people to break out of the paycheck-to-paycheck cycle.

What excites me most as Chair of this foundation is seeing our Fool
community in action. Our members and supporters aren’t just donors—
they’re true partners in this movement, eager to share their time, talent,
and treasure to lift others up. We've begun shining a spotlight on inspiring
initiatives sparked by members of the Fool community itself—everyday
fellow Fools who start or support programs that help others achieve
financial freedom, embodying the “Fools for Good” spirit.

Each success story reinforces our core belief that financial freedom
for all is achievable when we work together.

We invite anyone who shares this optimistic vision to join us in whatever
way they can—learn about the issues, spread the word, or partner with us
to make a difference. After all, when more people have a real chance to
thrive, we all win, and our economy and society are stronger for it.
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And as conveyed on page 239 of Rule Breaker Investing, a portion of
the proceeds of this book will support The Foundation. Our website is
foolfoundation.org. Come join!

GETTING KIDS STARTED

Kids these days. (There, I said it. I'm 59.)

Three things I want to say about kids. First, theyre smarter than
ever. No generation yet on this earth is as smart as our kids. The Flynn
Effect (check it).

Second, they’re smarter than monkeys and dogs. I realize that may not
seem like I'm saying a lot, until you start thinking of how we’ve elevated
stock-picking monkeys and dogs to the level of human adult investing
intelligence.

Third, some kids are really smart. Take Karen’s 12-year-old nephew.
Karen wrote in to my podcast in 2021 to recount the following;:

“I have instituted investment challenges, and seeding parts of cash for
my nephews and nieces based on Motley Fool principles. One nephew is
also now a Motley Fool subscriber, and has shifted into finance as a career,
thanks to his love for stock-picking. The other is 12.

“Last year, a small private Swiss bank called up his mother to learn the
secrets behind an 11-year-old having the best-performing portfolio of any
of the bank’s clients.”

Turns out 11-year-olds can outperform the entire client base of a Swiss
bank. They were calling his mom to figure out what the heck he was doing?!

Speaking of 11-year-olds, that was the age at which a kid named
Warren Buffett made his first investment. He plunked $114.75 into Citgo.
I guess we can say the rest is history. I heard a great line attributed to
Buffett, but I haven’t been able to track down whether that’s true or
not. For the point I'm making, it doesn’t matter. The legend (we’ll say)
goes, when asked about this, Buffett said he should have gotten started
investing earlier. People replied, “Warren, you started investing when
you were 11 years old.”

He quips back, “Yeah, butifI'd started when I was 10, I'd have 10% more.”

10
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For someone who has more than $100 billion today, he'd have $10+
billion more if he’d started one year earlier. That’s compounding!

That’s the reason you should work as hard as you can to get every kid
you care about to start their compounding clocks, today, buying their first
share of stock.
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