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Peter Lynch, 25 Years Later: It’s Not
Just ‘Invest in What You Know’

The onetime mutual-fund rock star says the famous advice isn't quite so simple

Peter Lynch in 2011. His retirement from Magellan in 1990 was a bombshell. PHOTO: BRIAN SNYDER/REUTERS

By Chana R. Schoenberger
Updated Dec. 6, 2015 11:01 p.m. ET

Peter Lynch wants you to know that his ideas are being misquoted widely.

“I’'ve never said, ‘If you go to a mall, see a Starbucks and say it’s good coffee, you should
call Fidelity brokerage and buy the stock,”” Mr. Lynch says, some 25 years after his
retirement from running Magellan Fund was front-page news.
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71, he instead explains his philosophy this way: Use your specialized knowledge to home
in on stocks you can analyze, study them and then decide if they’re worth owning. The
best way to invest is to look at companies competing in the field where you work.
Someone with deep restaurant-industry experience would have predicted the success of
Panera Bread Co. and Chipotle Mexican Grill Inc., he says: “If you're in the steel industry
and it ever turns around, you’ll see it before I do.”

What’s wrong with the popular-wisdom version of his ideology, which is usually cited as
“invest in what you know”? It leaves out the role of serious fundamental stock research.
“People buy a stock and they know nothing about it,” he says. “That’s gambling and it’s
not good.”

Mr. Lynch was a mutual-fund rock star. When he
ran Magellan, he says, one of every 100 Americans
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true,” he says. (A Fidelity spokesman says about three-quarters of its 49 equity funds
managed by the same portfolio manager for at least five years were beating their
benchmark over the manager’s tenure as of Sept. 30.) Mr. Lynch’s advice for small
investors: Picking individual stocks is hard even for the professionals. So “if you can’t
understand the balance sheet, you probably shouldn’t own it.”

Even stars have bad calls. Mr. Lynch is known for a 13-year run of successes, but he
quickly points out his missteps. When his daughters bought him an iPod, “I should have
done the math” and figured out how much Apple Inc. was earning on the devices. He also
missed out on, yes, Starbucks Corp. as well as Netflix Inc., even though he subscribes to
the streaming-movie service.

Aside from physical therapy for his wrist and seeing his six grandchildren, Mr. Lynch
spends time calling companies, listening to earnings calls and reading transcripts. He
rarely travels to companies anymore, though he recently took a granddaughter to the
Tootsie Roll plant in Chicago.

People still stop him in airports for a selfie. Strangers used to ask for stock advice
(“That’s symptomatic of a bull market,” he says, “when the cabdriver gives you an idea
and it goes up”). But on his past two trips, admirers didn’t ask, which could mean the
bubble is ending, he says.

Mr. Lynch says he has no plans to abandon the stock market for other leisure pursuits.
“It’s a fun exercise,” he says. “Beats the hell out of golf.”

Ms. Schoenberger is a writer in New York. She can be reached at reports@wsj.com.

Appeared in the December 7, 2015, print edition as 'Peter Lynch, 25 Years Later: It’s Not
Just “‘What You Know”.’
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