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Chapter 1

An Illustrated History
of Wired Markets

Progress might have been all right once,
but it has gone on too long.
—0apeN NasH

his chapter is based on a number of ever-evolving dinner and lunch

talks I have given over many years, all called “Nerds on Wall Street”

irrespective of their actual subject. Many financial conference
speakers, including those talking to mixed professional/spousal audiences
after open-bar events, are deadly dull; hardly anyone really wants to see
yield curves over dessert and that last glass of wine. I started collecting
photographs about markets and technology in the early 1990s, and tried
to mix in some actual informative content. That, along with the natural
sensibilities of a borscht belt comic, made me a popular alternative to the
yield curve guys. Given the 20-minute rule for these talks, none of them
were as voluminous as this chapter. Still, this is not intended in any way
to be a complete history of market technology, but rather an easily
digestible introduction. I occasionally still do these talks on what remains
of greater Wall Street. I am also open to weddings, quincearieras, and bar
mitzvahs, since we all need diversified portfolios these days.

Looking into the workings of modern securities markets is like
looking under the hood of a Prius hybrid car. There are so many
complex and obscure parts it’s hard to discern what’s going on. If you
look under the hood of an auto from a simpler era, for example a ’64
Mustang, you can see the parts and what they do, and have a better
chance at understanding their complex modern replacements.

History repeats and informs in market technologies. From the days
when front-running involved actual running to the “Victorian Internet
era” brought on by telegraphy, we can learn a great deal from looking
back at a simpler era.
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Ray Kurzweil, one of the great inventors of our age, built a read-
ing machine for the blind in 1976 and then started a musical instru-
ment company with help from one of his customers, Stevie Wonder.
Kurzwelil created the market for modern electronic keyboards, and has
continued to innovate and articulate the growing capabilities of com-
puting. The titles of his books trace an arc of future progress—The
Age of Intelligent Machines (1992), The Age of Spiritual Machines: When
Computers Exceed Human Intelligence (2000), and The Singularity Is Near:
When Humans Transcend Biology (2005).

The technical literature on Al is utterly dwarfed by the sci-fi examples.
From the evil HAL 9000 of 2001: A Space Odyssey to the snappy pat-
ter between Star Wars droids R2D2 and C3PQO, it’s easy to miss the real
thing. If you think AI is just cute, squeaky guys you find in the
movies, ask World Chess Champion Garry Kasparov what he thinks.
Deep Blue, the IBM computer, achieved one of the longtime goals of
artificial intelligence in 1997 by defeating Kasparov. There are different
opinions about whether Deep Blue is an Al program. Kasparov says yes:

People in future generations would look back and say this was
the moment when for the first time a machine was superior to
all human beings in a purely intellectual field. . . .

The match draws attention to very important questions that
will confront us in many different areas in the not-so-distant
tuture. Deep Blue shows us that machines can use very different
strategies from those of the human brain and still produce intel-
ligent behaviors.

If you watch the machine play—and especially when you
play against it—it is very difficult not to think of it as being
intelligent. Man will have to accept that using the specific fac-
ulties of the human brain is not the only way to solve intellec-
tual problems. . . .

Often you get the feeling that the computer is trying to trick
you, that it is “enjoying” the position, or even that it is laughing
at you. Of course it is not, it is just processing billions of num-
bers. But its prodigious calculations translate into a behavior
that is very hard to distinguish from the activities of a human
chess master.*









