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MONEYWEB: Well, Dave, you remember Robert Miles in the studio just a little while ago. You weren't on one of your trips when he was here?

DAVID SHAPIRO: No, I spoke at his conference down in Cape Town. 

MONEYWEB: Yes, and that was a well-attended conference indeed. Robert joins us now from the United States. Just to repeat, Robert, what I was saying to David a little bit earlier - and welcome to the programme - a business acquaintance from London was saying, and he apparently knows Warren Buffett pretty well, was that Warren is running to work at the moment because he sees so much value in the market. Was he pulling my leg? 

ROBERT MILES: Well, I think Warren likes to say he tap-dances to work every day for the past 42 years in running Berkshire Hathaway, but with the market being down I think value investors like Warren Buffett really enjoy the opportunity to buy things that are value. 

MONEYWEB: Is there a message in there for the rest of us? Should we also be stocking up on US shares?

ROBERT MILES: Well, I think you have the challenge in South Africa of the exchange rate, with the South African rand versus the US dollar. I can't really comment on that, unless your listeners are hedging their currency. But I think there's a lot of value to be found in the US market, as we possibly are entering a recession, and Warren's latest purchase of one of the largest private companies in the United States, I think it was the 35th largest company, Marmon, a $7bn-in-sales company he bought for about seven times earnings. He bought 60% of it from the Hyatt hotel chain family, the Pritzkers. And he's going to have the opportunity to buy the other 40% over the next five years. So he's buying at one times sales, seven times earnings. I think if there is a message there for the South African investor, it's to buy at value, not based on price. 

MONEYWEB: Interesting that at the Berkshire Hathaway conference last year, annual general meeting last May, Warren was talking about wanting to invest more abroad, more globally. Have conditions changed so much in the US that he's now looking back home?

ROBERT MILES: Well I think the Marmon was a perfect example of old economies. They manufacture railroad cars and other industrial products. He likes those businesses that have been around for a long time, so if South Africa or other companies outside the US are in old areas of manufacturing or old economy stocks I think you'll see him make investments outside the US. But if he can find them in the US, I think it's something that he prefers, because he doesn't have currency risk and he understands the US market better.

MONEYWEB: Talking about the currency - you've mentioned it a couple of times - Warren Buffett was very bearish on the US dollar a few months ago. Is he still in that frame of mind? 

ROBERT MILES: I think he thinks we're spending more money than we're taking in, so we're in an inflationary environment. And therefore for the first time in his career a year or so ago he made investments in about 12 different currencies outside the US. And I also think that may be a reason why he's made the Iscar [Israel] purchase, where he's diversifying his investments into non-US-currency generators. 

MONEYWEB: The US presidential election is something that we were talking about on the show just a little while ago. If memory serves, Warren has also endorsed both of the Democratic candidates - both Hillary Clinton and Barack Obama. Is that right? 

ROBERT MILES: Yes, I think he has been a long-time democrat and a long time proponent of keeping increasing the estate tax where, when a person of great wealth like himself dies, it's taxed as much as 50% of the estate to go to the government if it's not given away to charity. He's a real big believer in giving the money back to society, and not creating trust-fund babies. So I think Hillary Clinton and Barack Obama are both in that camp, supporting an estate tax. And I think the other candidates for the other party are possibly for eliminating or reducing it. 

MONEYWEB: What about the banking sector? We've seen many of the banking shares around the world taking a hammering. Would this be the kind of value proposition yet that would attract Warren Buffett?

ROBERT MILES: Well I assume the news made it to South Africa that Warren has also recently announced that he is getting into the municipal bond insurance business, where two of the largest municipal bond insurers have taken on some bad sub-prime loans, and therefore are not offering a AAA rating to the municipal governments who are looking to float bonds. So Warren has stepped into that business with the new Berkshire Hathaway Assurance Company, and it's a huge business - and Warren is basically going to rent out the AAA credit rating, one of only five companies in the United States that has such a rating, to municipal governments so that they can buy the insurance, and therefore be able to reduce their borrowing costs. So in that way Warren has stepped into the financial services business in a business that he knows very well, which is the insurance business.

MONEYWEB: Fascinating. Robert Miles, author and Warren Buffett expert talking to us from the US. Well, David, there we go. Your hero and mine seems to be doing interesting things.

DAVID SHAPIRO: I think he did buy into banks, if I'm not mistaken, as well. I think he's been picking up quite a bit...

MONEYWEB: It's a nice story, what he's doing there with the municipal bonds. 

DAVID SHAPIRO: I don't fully understand it. I don't understand bond...

MONEYWEB: Should be leveraging...

DAVID SHAPIRO: It's about a R2bn company. I think he's got a licence in New York at the moment, and he's going to look for licences in other jurisdictions as well. 

MONEYWEB: If I understood what Robert was saying, he's leveraging his AAA rating to...

DAVID SHAPIRO: He's registered these bonds so that people can buy them, and also they can raise money at a lower level. 

MONEYWEB: And arbitraging - otherwise known as trading.

