You Are Not Buying
the Furniture.

Buying a stock feels like

buying a physical piece of A Fractional Claim on

a company. It is not. As Future Cash Flows
Benjamin Graham warned, You own a R
you cannot walk into the right to whn‘:rﬂp“ﬂ ional|
T business generates o<
' Now until the end gfr,:?:
existence,

The Ticker Trap The Investor

If you bought a If you bought cash
you ask prediction flows, you ask
questions: analytical questions:
“Will the price “How durable is the

go up?” cash engine?”
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The Arithmetic of Total Return

Total Return = Dividend Yield + Earnings Growth + Change in Valuation Multiple
l 3. Multiple Expansion %
becoming willing to pay a higher

The Crowd’s Mood. Investors
price (e.g., 30x instead of 20x)
for the exact same $1 of earnings.
Hard to predict, easy to lose.

1. Dividends

Cash in Hand. The company

paying you directly. It is boring,
mechanical, but aggressively
compounding over time,

2. Earnings Growth

The Engine. The company becoming
fundamentally more profitable. It
generates more cash, expanding
margins and growing revenue.



The Al Analyst: Speed vs. Judgment. v

O

Compute Arithmetic: Execute perfect return Determine Your Edge: It does not know what
decompositions in seconds. unique domain expertise you actually possess.

Test Market Consensus: Instantly synthesize Predict the Future: It cannot tell you which
public analyst reports and earnings transcripts. source of return will confidently persist.

Know When Consensus is Wrong: Agents default
® to consensus. Outsized returns come from betting
against a flawed consensus.

O The agent computes the arithmetic. You must provide the judgment. ™

Pattern Matching: Dig through decades of
historical trading data for multiple expansion trends.



Beware the "Noise Trader" Trap. v
| Step 1: The Signal

You trade on "noise" with zero information
content (e.g., a CEQ’s body language on a

Zoom call, a gut feeling, a meme).
.. Aversion
O

%

~ Step 2: The Behavioral Trap °|
| Human cognition defaults to : -@
_f predictable irrationality. o

& | Lt it e Recency
Bias

Step 3: The Result A

You provide liquidity to informed traders and L/
suffer the temporary mispricings of the market.

Don't be a noise trader. If your investment thesis relies on deciphering a //
CEO'’s smile rather than business fundamentals, you do not have an edge.
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« Your True Advantage: Time & Behavior.

The Stress Zone > The Zen Zone O

Individual Freedom
Structural Advantage: "Our favorite holding period is forever.”

Institutional Constraints
Structural Disadvantage: Forced to obsess over 90-day quarterly earnings.

The Pressures: Faces client redemption risk, career risk, and
relentless benchmark comparisons. They are forced to panic.

The Freedoms: No clients. No quarterly pressure. Can hold cash
flows through massive drawdowns without being forced to sell.

As an individual using Al, you rarely possess an Informational edge. Your ultimate advantage is your
Time Horizon and Behavioral Discipline. Let the institutions panic; sip your tea and hold the cash flows.
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