
Chapter 1

BLOOD AND GUTS
MEET BITS AND BYTES

Bulls, Bears, and Everything In Between

The Internet is home to expert investors of all kinds—die-hard buy-and-
hold Buffettologists, hyperactive day traders, slightly calmer momen-
tum players, number-crunching technical analysts, passionate stock
fundamentalists, cynical short-sale artists, discerning options traders,
scholarly academics, and broad-minded economists. There are bulls,
bears, and everything in between.

We have not discriminated against any types of financial-markets
participants in this book. In the following pages you will read interviews
with investors who approach the market with widely differing strate-
gies. On the surface, some of the various moneymaking methods dis-
cussed in this book may appear to be in conflict with each other. As you
progress through the book and come to understand fully the tenets of
the individuals whom we profile, however, the lines between investing
styles will begin to blur. Technical analysis will become a necessary
complement to fundamental research. Options will become tools for
understanding the price movements of equities. Short selling will be-
come as valid a strategy as going long. The day-trading mindset will
become powerful as an approach to uncovering long-term investments.
Investing will turn from black and white into a complex portrait that
blends wide-ranging strokes of various investing strategies.

There are many valid methods of making sizable sums of money
in the world’s financial markets. There are fabulously wealthy day trad-
ers, and there are absurdly rich long-term investors. But the best of
the best are financial chameleons, combining all methods into a dy-
namic wealth-generating strategy. As one of the investors in this book
explains, “There are no rules when it comes to investing because the
rules change all the time.”
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The implication of this statement is simply that you must be pre-
pared for the unexpected. Individual investors have been led to believe
that buy-and-hold investing is the safest and surest bet. But what would
have happened to buy-and-hold investors who decided to stash money
away in “innovative” and “ground-breaking” technology companies
back in 1999 or 2000? Only time will tell for certain, but our best guess
is that these investors would have been crushed in the market down-
turn. Even if some of those stocks do rebound from their burst-bubble
levels, can most investors afford to wait out an extended bear market?
Indeed, blindly buying and holding is a luxury that only the superrich
can afford.

This is not to say that we are advocates of neurotic short-term trad-
ing. The point is that there is no simple answer. Day traders should not
dismiss long-term investors as ostriches with their heads in the sand.
Long-term investors shouldn’t label day traders as commission-crazy vol-
atility inducers. There is a valuable lesson to learn within every meth-
odology, and this book will introduce you to investors who beat the
market with a wide array of tactics.

Consider technical analysis, one of the many strategies discussed in
Bulls, Bears, and Brains. This book is by no means a study in technical
indicators or historical data analysis. In fact, some of those profiled
herein pooh-pooh technicians as practitioners of market voodoo. De-
spite that, words such as resistance and trend lines are bound to come
up in conversation with certain successful investors. There is no reason
to ignore technical analysis as well as its entire arsenal of quantitative
and graphical tools simply to claim a devout allegiance to fundamen-
tals. Even if technical analysis is utter mumbo jumbo, the fact that it
provides investors with unambiguous alerts, signals, and targets means
that those who follow even a small portion of technical tactics will be
more disciplined in their transaction approach. For example, technical
analysis might provide an investor with a specific sell price, freeing him
from endless second-guessing and constant worries about when to pull
the trigger. Understanding the past price movements of securities can
help put future price movements in perspective, and this perspective
gives the technical investor the ability to execute decisions with more
precision and confidence. Indeed, professionals on Wall Street are al-
most unanimously proficient in some form of technical analysis. No
one in this book claims that technical analysis can predict the future. It
is merely one approach that may help fill in many of the gray areas in
the risky game of investing.

Being a “fundamental technician” might be one key to profitabil-
ity in an increasingly volatile market, but profitable “oxymoronic” in-
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vestment ideals and ideas don’t stop there. For example, in your quest to
reach the pinnacle of investment understanding, you should consider
the possibilities of being a “long short seller” or a “buy-and-hold day
trader.” Why would any investors resign themselves to profiting merely
from the upside of the market? Even if you have been investing for only
a few years, you have undoubtedly seen how quickly the market can
turn from “sky’s the limit” to “batten down the hatches.” In a market
that is going down the tubes, it is much easier to profit from short sell-
ing than it is to find promising buying opportunities. By the same token,
as investors take financial matters into their own hands, trading styles
are converging rapidly. Most so-called day traders have considerable
medium-term, if not long-term, positions to augment their daily trading
activity, and traditional buy-and-hold advocates are now recognizing ad-
ditional profits—not to mention sheer pleasure and education—by set-
ting aside a portion of their assets for short-term opportunities. Little by
little, these apparent contradictions are beginning to roll off the tongue
as logical complements. Indeed, over the next few years investors will be
forced to acquire a broader financial skill set in order to survive.

Remember, the key to winning the investing game is not to be right
about your own thinking. The key is to be right when it comes to know-
ing what other investors are thinking. It doesn’t matter how you person-
ally interpret a piece of data; it only matters how correctly you predict
how other market participants will interpret the information. Bulls,
Bears, and Brains will help you beat the mind games of the market.

Most books profess to teach you a specific method of investing, with
defined rules, theories, and practices. By the time those books appear on
store shelves, the methods described within are outdated, and there isn’t
anyone around to tip you off to the new rules of the game. You don’t want
to rely on a one-trick pony. Bulls, Bears, and Brains is a book about
people who can join your investing team, and the strength of their in-
volvement is that they (and you, too) can adapt their investment strate-
gies as the rules of the game change.

We like to think of this book as an investing bible for the early
twenty-first century. Not only do the investors profiled in this book uti-
lize cutting-edge technologies to take Wall Street to the next level, but
they also represent the mélange of participants that have come to con-
trol the modern-day financial markets. If you read this book from front
to back, you will have a respectable understanding of dozens of invest-
ment strategies, and you can select those that you will take on as your
own. You certainly won’t know everything, and that’s precisely the
point.

With this book as your tour guide on an interactive investment jour-
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ney, you will get to know 20 impressive individuals who will divulge
the secrets of their success. Then, with this invaluable Rolodex in hand,
you must snuggle up to your computer and connect with these individ-
uals on a regular basis. You must get inside their heads and merge their
strategies with your own. You must leverage their talents to enhance
your own level of performance. That is the whole idea behind team-
work, and it is the crux of this book.

Information Commoditization

In December 1999 a Minnesota man paid $210,000 at auction for War-
ren Buffett’s 20-year-old wallet. True, it was a wallet with a fairly storied
past, having traveled on the backside of a billionaire, but that was not
the bidder’s motivation for doling out all that cash. Inside the wallet was
a golden egg: a stock pick from none other than the Oracle of Omaha
himself. Each of 30 additional individuals donated $1,000 to charity at
the behest of the auction winner in order to learn the two-letter ticker
symbol of the stock pick, which happened to be real estate investment
trust (REIT) First Industrial Realty. On top of all that, after the Wall
Street Journal published the stock pick in a printed article, the Morgan
Stanley REIT Index registered its largest gain in over a year.

Ah, the power of information! For $210,000 one individual was able
to recruit Warren Buffett temporarily to his investing team. But why pay
so much moola for a single stock pick? Can’t people come up with their
own ideas? The troubling answer is that a good stock is darn hard to find.
The only way to rake in above-average profits is to harness information
that is not already priced into the dollar value of a stock. But obtaining
an information edge is harder than ever in this wired world where every
bar is tuned in to CNBC and every other web site is a financial news
portal. Yes, blame your troubles on the Internet. Information travels so
quickly and in such massive quantities across the Internet ether that
everyone seems to know everything all the time. It’s not information
anymore; it’s entertainment.

Although the Internet has in this sense leveled the playing field for
investors, it can also give them an information edge. Don’t regard the
Internet as merely a tool for distributing existing data more rapidly.
Instead, capitalize on the Internet’s ability to create new ideas and in-
formation. That’s what everybody is pining for, right? A new idea. An
undiscovered gem. A diamond in the rough. A fresh financial opportu-
nity.

For the majority, the Internet is not about new ideas. The Internet
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and computers in general are very good at providing detailed data relat-
ing to past events and existing information. If General Electric is a stock
in your portfolio and you want to perform some due diligence, you can
gather reams of information about the company via the Internet. That’s
all well and good, but it’s certainly not diamond-in-the-rough material.
The subtle difference is that you must know what you are looking for
when you type “GE” into the ticker search.

So where do investors unearth the next big thing? Traditionally, in-
vestors might stumble across an interesting investment concept in a
financial newspaper or magazine. But the obvious problem is that every-
one else is finding his or her ideas in the same place, which renders the
information useless. The truly valuable information and ideas can be
plucked from the minds of the collective online investment community,
where, shining through amidst pages of hype and hyperlinks, the top fi-
nancial minds come out to play. This book is all about bucking the trend
of information commoditization; it’s a guide to the Internet’s investor-
to-investor communication playground where you can join the fun and
make investments to secure your financial future.

Don’t jump to the conclusion that information suddenly turns from
garbage to gold once it’s converted into bits and bytes. More than 14 mil-
lion messages have been posted on the leading investment message
board, Silicon Investor, and five million on competitor Raging Bull; there
are thousands of financial web sites; and there is constant discussion in
hundreds of online chat rooms. We’d be generous if we said that any less
than 99 percent of all that content—that mass (and mess) of informa-
tion—were garbage. Hype. Scams. Spams. Useless posts. Wasted time.

Despite the gargantuan amount of blather, there is a precious mi-
cropercentage of information that is arguably more useful than any other
investment resource you can obtain, online or offline. This book leads
you to the virtual doorstep of the most valuable information available on
the Internet. Not only that, this book provides you with the background
and theories that allow you to interpret the information in the right con-
text. Take Bill Ginsberg, for example. Consider yourself lucky to have
ever heard that name at all, because most people know Ginsberg only as
“Shortboy.” Ginsberg runs Shortboy.com, a bare-bones investment-
advice web site with a stick-figure mascot and an enviable track record
of beating the market consistently from the short side. As the market
blazed ahead in the late 1990s, Ginsberg trounced the averages by betting
in the opposite direction. “Like Mike Tyson said—he’s the baddest man
on the planet,” boasts Ginsberg in our interview. “I feel that I’m the best
short seller on the planet.” Ginsberg may very well be one of the best
short sellers on Wall Street; luckily for all of us, he’s willing to prove it in
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