
 

 

Tao Value’s Investment Philosophy 

 

My investing philosophy is, to some extent, a hybrid of 1) classical value investing doctrines, and 2) Traditional 

oriental philosophy (Taoism, Buddhism & Confucianism). It also should be noted that it is an ever-evolving 

philosophy. Buffett in his 30s were still picking the cigar butts and didn’t get the beauty of compounders, so I’m 

sure my philosophy would keep evolving in the years to come. Below are some key creeds surrounding Tao 

Value’s investment decision making. 

 

- Market is like a pendulum, MOVING CONSTANTLY between euphoria and depression: The pendulum is a 

metaphor I borrowed from Howard Marks, an investor I highly respect. However, the idea behind it is 

really derived from Taoism’s “Reversion is the motion of the Tao” (反者道之动) and Buddhism’s 

“Impermanence” (无常). In an extended context, it indicates all objects in this universe are constantly 

moving/changing from one extreme to the other, financial market being no exception. 
 

- A DEEPER SENSE OF UNIVERSE is a trait of great business & people: By “deeper sense of universe”, I try to 

generalize many characteristics belong to the top of the Maslow’s pyramid (Self-actualization). This 

includes purpose, integrity, societal value, etc. I highly value these characteristics and think 

businesses/people with them have much less unfavorable surprises and much lower probability of 

failure than the ones without. 
 

- The mismatch between VALUE and PRICE is the main driver of long term return: Any asset has intrinsic 

value (yes, even commodities or currencies, whose value is just more supply/demand driven) and 

market price and they don’t align with each other all the time. Identifying and capturing the mismatch is 

the key approach to achieve long term investing success as these two will eventually converge. 

 

- Financial instrument is a fractional OWNERSHIP, or CLAIM of an entity (business, government & people, 
etc.): The abundance of liquidity in modern financial market created an illusion that financial 

instruments are just pieces of paper that one can turn around and make quick bucks. On the contrary, I 

believe digging into the fundamental bottom and understanding thoroughly of the underlying entity is 

the only way I can confidently allocate capital to such entity and go sleep every day without worrying 

about the price the next day.  
 

- The real risk is not volatility, rather is the PROBABILITY of permanent capital loss, and the most 
important risk factor is the PRICE you pay for an asset: Another common illusion modern financial 

theorist help foster is to see the volatility as the risk of an investment. To a real investor, the risk should 

be the probability of permanent capital loss, which volatility was used just to approximate for. 

Unfortunately, volatility fell short to do so and is an oversimplification. I also realize that valuing an asset 

is a tremendously difficult job and ultimately requires subjective judgments. Thus, I believe the price I 

paid is the key risk factor determining the probability of the permanent capital loss and buying with a 

sound margin of safety is the best risk control practice. 


