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Acquisitions, 45–46, 73–74, 88, 97, 105
Active trading, 123
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bear call spreads, 187–189
hedging, 186–187
rocket-fueled trades, 190–192
selling calls, 185–186
selling puts on short ETFs, 189
short straddles, 190

Affymetrix, 38–39, 144
After-hours trading, 47
Aggressive growth, 8
Aggressive investors, 20, 100–102, 111, 192
Agricultural products, 157–158
Albany Molecular Research (AMRI), 27, 

83–84
Aluminum, 155
American depository receipts (ADRs), 

174–175
Amgen, 10, 58, 139
Analyst Days, 72
Analysts:

functions of, 69–70, 195
meetings with, 72
opinions, 94, 114, 195

Apartment Investment & Management Co. 
(AIV), 164

Apartment REITs, 163–164
Apple, 10, 34, 38, 48, 77, 119, 135
Applebee’s, 74–75, 181
Asian markets, 174. See also specifi c Asian 

countries
Ask price, 21, 24–26, 89, 99, 103, 121
Asset allocation, 8. See also Capital allocation; 

Portfolio allocation
AT&T, 119, 131–132
Avalonbay Communities Inc. (AVB), 164

Average daily trading volume, 54–55, 60, 71, 
120, 163, 181

Averaging down, 64–65, 79

Bad news:
market impact, 6, 9–10, 14, 33–34, 54, 88
sample trade on, 125–126
signals of, 42, 48, 53–54

Bailout package, 12
Balanced portfolios, 9–10
Banking sector, 35–36, 103–104, 107, 

114–115
Bank of America, 13, 113
Bankruptcy, 28–29, 42–43, 48, 87, 91
Barrick Gold (ABX), 156
Barrons.com, 94
Basic commodities and fi nished 

materials, 155
Basic materials, 154–156
Bear call spreads, 187–189, 192
Bearish indicators, 76, 122–123
Bearish sentiment, 134
Bearish signs, 121
Bear Stearns, 5–6, 10, 110, 146, 197–199, 202
Bear trends, 122
Benchmarks, options pricing, 25
Benefi ts of shorting, 20
Bennigan’s, 91
Bernanke, Ben, 108
Beta, 26, 55
Bid price, 21, 24–26, 89, 99, 103, 121
Big Pharma stocks, 37, 70–71, 73, 96
Binary trade, 38
Biocryst, 119
Biogen, 97
Biotech companies, 73–74, 97, 146
Black-Scholes options pricing, 24–25, 112
Bombardier, 48
Bonds, weakness in, 9
Book value, 78
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Borrowing shares:
bankruptcy short, 48
interest payments, 86
naked shorts and, 18–19, 21
put options, 29–30, 84–85
traditional shorts, 88–89

Boston Properties Inc. (BXP), 164
Bounce, event-driven, 145–147
Brazil, 174
Bribes, dividend payouts as, 41–42, 48, 176
BRIC markets, 174
Briefi ng.com, 94
British Petroleum, 170
Broad-based commodities, 155
Broker(s):

functions of, 26, 31, 63, 82–83, 108, 173
individual account requirements, 53, 

102–103, 124
margin calls, 85–86
margin requirements, 83

Brokerage fi rms/houses:
building positions, 64
functions of, 30–31
online, 83

Bubbles, 159, 166
Buffettt, Warren, 7, 9
Bullish indicators, 76, 121
Bull market, 13, 122, 179–183
“Buy on the rumor, sell on the news,” 120

CAC 40, 173
Calendar spread, 37
Call options:

countries, shorting, 177
fading stocks, 47
great segment trade, 102, 104, 111
index options, 123–124, 129
market segment shorts, 99
naked, 18, 20–21 
selling, 185–186
on SKF, 111–114
strike price, 21
traditional shorting, 85

Calling off trades, 113–115
Capital:

allocation, 8–9, 11, 63, 88, 136
high-risk, 76
infl ows, 172, 178
preservation, 11, 27, 31, 46, 114, 128, 133
reinvestment, 197
reserve, 12

Capital gains, long-term, 24

Case studies:
Bear Stearns, 197–199
Home Builders, 199–202
Ruby Tuesday, 195–197

Catalysts:
types of, 44–45, 72–75, 88
upcoming, 120, 136

ChangeWave Research, 3, 36, 38, 69, 72, 78, 
91, 93, 98, 195–197, 200

ChangeWave Shorts, 2, 6
Chapter 7 bankruptcy, 91
Charts/charting, 21, 48, 50–51, 61, 71, 79, 

88, 96, 100–101, 103–104, 109, 122, 145, 
155, 159, 166, 170, 172–173, 180, 200

Cheesecake Factory, 37, 181
Chemicals, commodity shorts, 155
Chicago Board Options Exchange (CBOE), 

56, 71, 119, 188
Chicago Mercantile Exchange, 119, 152
China, 156, 170, 172–176, 190
Cisco, 103
Citigroup, 7, 12–13, 35–36, 61, 95, 103, 149
Claritin. See Pharmaceutical industry; 

Schering Plough (SGP)
Clearinghouses, 19
Closing a position, signals for, 65, 98. See also 

Calling off trades; Exit strategy
Collateral positions/trades, 109, 135, 

200–201
Comfort zone, 39, 48–49, 61, 93, 183
Commodity ETFs:

agricultural products, 157–158
basic materials, 154–156
buying puts on companies, 151–152
buying puts on long ETFs, 151
buying short/double short ETFs, 151, 167
dynamics of, 152, 167
oil and gas, 152–154
overview of, 151–152
precious metals, 156–157
sample trades, 158–160

Common sense, importance of, 9, 14, 36, 
47–48, 68, 72, 77, 107

Company story, 66–67, 79, 139, 143
Consensus estimates, 47–48, 71, 93
Conservative investors, 192
Construction materials, 155
Consumer discretionary spending ETF 

(XLY), 137–138, 165–166
Containers and packaging, commodity 

shorts, 155
Contrarian strategy, 6–8, 13, 54, 68–69
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Core value, of put option, 25–26, 112
Corn, commodity shorts, 155
Correlations, 12
Cotton, commodity shorts, 157
Covering position. See Short covering
Create-your-own mini-ETF, 103
Creation of short position:

account selection, 63
analysis framework, 69–70
capital, 63
entry point strategy, 64–65, 70, 79
setting time stops, 65, 79
target prices, 64, 79

Creation units, 97
Credit instruments, 77
Credit market, 95
Credit spreads, 37, 188, 192
Cult companies, 67
Cult stocks, 65, 79, 144

Daily trading volume, 99, 105. See also 
Average daily trading volume; Trading 
volume

DAXglobal Agribusiness index, 158
DAX 30, 173
Day traders, 31
Days to cover, 54–55, 60, 71, 88
Day trades, 66, 117, 129
Decelerating growth, 40–41, 48
Declining stock, 28–29, 31
Defense strategies, 76, 87, 114, 132–133, 

188, 192
Demographics, signifi cance of, 162
Depreciation, 112
Deutsche Bank Liquid Commodity Index-

Optimum Yield Agriculture Excess 
Return, 158

Development markets, shorting 
mechanisms, 173–174

Diana Shipping (DSX), 176
Dilution, 74 
Dividend-paying stocks, 186
Dividends:

implications of, 68, 186
payouts, 41–42, 48, 70, 176
REITs, 163–164, 167

Dollar Tree, 143
Domestic markets, 8
Double-short ETFs:

advanced trading techniques, 189
buying calls, 190–191
buying puts, 151, 152–158

characteristics of 28 
emerging markets, 174–175
great segment trade, 109
index options, 124
market segments, 97, 100–102, 104
Powershares Ultrashort QQQ (QID), 

124, 127
real estate, 156
UltraShort Dow30 ProShares (DXD), 125

Doubling of initial investment, 6, 13
Doubling positions, 10, 123, 133
Dow Jones Financial Index, 102, 111
Dow Jones Industrial Average (DJIA):

functions of, 71
position management and, 147
shorting, 118–119, 122, 129
trading tools, 124–125

Dow Jones Transportation Average, 118
Dow Jones U.S. Basic Materials Index, 155
Dow Jones U.S. Financial Services, 109 
Down markets, 6
Downside sentiment, 55
Downturns:

acceleration of, 89
investing against, 117, 129
signals of, 55

Downward trends, 60
Dow Transports, 122, 129
Dry-bulk shippers, 176
Dry trading, 185, 193
Dummy accounts, 185, 193
Dutch East India Company Act, 81

Eagle Bulk Shipping (EGLE), 176
Early sale, 86
Earnings:

announcement, 65, 67, 72, 93, 112, 136
falloff in, 117
Wall Street expectations, 43

Earnings per share (EPS), 74
EBDITA (earnings before interest, taxes, 

depreciation and amortization), 45
Economic growth, 161
Economy.com, 94
Ego, lack of, 87
El-Erian, Mohamed, 108
EMC, 133–134, 143
Emerging markets, 8, 174
Emotional discipline, 86–87, 89, 

114–115, 182
Energy Select Sector SPDR (XLE), 153–154
Entertainment Properties Trust (EPR), 162
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Entry point strategies, 64–65, 69, 79, 181
Equity/equities:

investments, 8, 13, 39
shorts, 49
timing, 59, 61
weakness in, 9

Equity Residential (EQR), 164
Exchange specialists, 97
Exchange-traded funds (ETFs):

characteristics of, 6, 28, 35–37, 51, 98
defi ned, 97
double, 123
double-short, 97, 100–102, 104, 109, 

111, 123
evaluation of, 99, 105, 115
illiquid, 104
inverse, 100
liquidity, 98–99
long, 96, 99–100
mini-short, 109
single short, 100, 123
short, 97, 100–103, 105, 123–124
target prices, 100, 115
technical indicators, 100

Exercising options, 27–28
Exit strategies, 34, 114, 120, 132–133, 136, 

140–143, 148–150
Exogenous catalysts, 73
Exogenous data, 43–45, 72
Exogenous factcors, 188
Expectations:

gauging, 42–48, 70–72, 166
hidden, 67
improvement signals, 53
optimistic, 67
signifi cance of, 7, 26, 39
Wall Street, changing, 146–147, 201

Expedia, 78
Expiration dates, 24, 27, 43, 55, 73, 110, 113, 

142–143
ExxonMobil (XOM), 153

Failed-to-deliver trades, 19
Fannie Mae, 33, 41–42, 46, 77, 110, 125, 145
FDIC, 12
FedEx, 98
50-day moving average, 51–52, 75, 100, 111, 

121, 134, 139, 143, 145, 180
Financial advisors, 2
Financial ETFs, 101
Financial market, 95
Financial porn, 18

Financial sector, 93, 107, 135, 191
Financial Select SPDR (XLF):

buying puts on, 110–111
characteristics of, 35–36, 101–102, 109
Dow Jones Industrial Average (DJIA) 

vs., 122
puts on, 112–113

Financial stocks:
characteristics of, 12, 77, 82, 122
naked shorting, 19, 125

First Financial Fed, 145
5 percent solution, 11–14
Flat market, 180
Floating interest rates, 163
Floor traders, 30
Foreign markets/countries shorts:

capital controls, 169, 172, 178
currencies, 170
deadly surprises, 173
economic growth, 8, 171
ETF performance tracking, 169, 177–178
European vs. American market indices, 

177–178
geopolitical events, 171
information resources, 177
mechanisms of shorting, 173–174, 178
rules for, 169–170, 178
sample trade, 174–177
target selection factors, 170–173
technical indicators, 172–173
Wall Street’s view, 171

Four Hs (headlines, hysteria, hype, and 
hope), 8

14-day stochastic chart, 51
France, 173
Freddie Mac, 42, 46, 77, 110, 125, 145
Free cash fl ow, 45
FTSE 100, 173
Full-time traders, 127–128
Fundamentals, signifi cance of, 7–8, 10, 

12–14, 29–31, 33, 39, 48–49, 51, 59, 61, 
65–66, 92, 113–114, 117, 123, 128, 137, 
139, 143, 146, 159–160, 179–181, 203

Futures contracts, 158

Genentech, 97
General Growth Properties Inc. (GGP), 164
General market index shorts, 117, 120
Geopolitical events, market impact of, 

63, 171
Germany, 173
Gilead Sciences, 185–186, 188
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GlaxoSmithKline (GSK), 96
GM, 48
Going long, 8, 11, 33, 47–48, 53, 85
Gold, 155–156
Goldman Sachs, 107
Gold bullion ETF (GLD), 156
Gold Shares SPDR (GLD), 156–157
Good news:

market impact, 6, 14, 33–34, 54
signals of, 42

Good until cancelled order, 64
Google, 66, 95
Government interventions, market impact, 

46, 73, 98, 105, 110
Grains, commodity shorts, 157
Great segment trade:

collateral infl uences, 109
exit strategy, 114
market makers/breakers, 108–109
negatives, 110
position selection, 111–114
prospecting, 107–108
segment data, 108
shorts, 109
strategy selection, 110–112

Greed, 192
Greeks. See Beta; Vega
Greenspan, Alan, 179
Gross, Bill, 108
Growth, in shorting stocks, 6
Growth rate, 40
Growth stocks, 126

Hard assets, 166–167
HCP, Inc. (HCP), 165
Headlines:

market impact, 110
trading against, 92, 104

Heating oil, 155
Hedge funds, 97, 198
Hedging, 120, 128–129, 186–187, 192
Herd investing, 7, 14
Hidden trades, 92–93
High beta, 55
High-dividend stocks, 48, 177
High-dividend yield, 163, 167
High-risk funds, 8
Historical data, 94, 108
Historical perspectives, 81–82
Home builders, 42, 92, 108–109, 114, 147, 

199–203
Home building sector, 135

Home Depot, 25, 200
Home run strategy, 10–12, 14, 28, 46, 65, 76, 

87, 89, 105, 112–114, 133, 148
Hong Kong stocks, 173, 175, 190
Hot stocks, 21
Housing:

bubble, 94
crisis, 77
market, 109

Hunches, acting on, 122, 129, 140

IBM, 119
IHOP, 75, 180–181
Illiquid puts, 26–27, 31, 77, 89, 104
Illumina, 38–39
In-the-money puts, 25, 53, 112
Income stocks, 8, 186
Index options, see Market index shorts

characteristics of, 24, 82
developed markets, 173
DJX, 124
NDX, 124
puts on, 123, 186

India, 156, 172, 174
Indices. See Market index shorts
Individual investors, guidelines for, 2–3, 21, 

30, 42, 53, 66
Industrial REITs, 164
Industry segments, potential catalysts, 45
IndyMac, 110
Infl ation, 71
Information resources:

blogs, 78, 94
ChangeWave Research, 3, 36, 38, 69, 78, 

91, 93, 98, 195–197, 200
ChangeWave Shorts newsletter, 2, 6 
data services, 121
government statistics, 92, 94
historical data, 94
industry statistics, 94
magazines, 45
newsletters, 6, 78
newspapers, 175
press releases, 45 
segment data, 108
websites, 41–42, 60, 68, 71, 72, 78, 93–94, 

96, 99, 102, 125, 137, 145, 152, 165, 
171–172, 175, 177, 195, 200

Initial public offerings (IPOs), 85
Institutional investors, 3, 97
Intel Corporation (INTC), 40, 47, 97, 103
Interest costs, 84–85
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Interest rates, implications of, 48, 68, 85, 
136, 162, 167

Internal Revenue Service, 24
International Money Fund (IMF), 171
Internet:

bubble, 109
sector, 103
stocks, 109
websites, as information resource, see 

Information resources, websites
Intrinsic catalyst, 44–45, 72
Intrinsic value, of put option, 25–26
Intuition, 46–48
Inverse ETFs, 100
Inverse market timers, 120
Investing doldrums, 34
Investment opportunities, recognition of, 

10–11, 14, 20–21, 66, 79, 87
iShares:

Dow Jones U.S. Financial Services Index 
Fund, 109

Dow Jones U.S. Real Estate (IYR), 165
MSCI EAFE Index (EFA), 173
Silver Trust (SLV), 157

Isolagen, 21

Japan, Nikkei Index, 172
John Deere, 158

Kimco Realty Corporation (KIM), 164–165

Lagging market, 180
Lambert, Eddie, 146
Large cap stocks, 8
LEAPs (Long Term Equity AnticiPation 

Securities), 24, 33–34, 39, 64, 70, 
85, 110

Lehman Brothers, 12, 113
Le Maire, Isaac, 81
Leverage, signifi cance of, 13, 31, 76–77, 84, 

97, 102, 112, 123, 126
Liability, 83–84, 86
Light sweet crude oil, 155
Limit orders, 64, 104
Lipitor. See Pfi zer; Pharmaceutical industry
Liquidation, 146
Liquidity, as technical indicator, 21, 24, 

26–27, 29–31, 55–56, 69, 75, 89, 99, 
103–104, 110, 123, 135

Liz Claiborne, 103, 137–138
Long Exchange Traded Funds:

buying puts, 151–152, 154

Diamond Trust Series 1 (DIA), 124
market segment shorts, 96, 99–100, 109
PowerShares QQQ (QQQQ), 124
puts on, 123, 156
shorting REITs, 165

Long positions, 7, 84. See also Going long
Long Term Capital, 198
Losing positions, 64, 139–140, 148, 150
Lotus Development Corporation, 141
Low beta, 55
Low-risk trades, 64

Madrid, Rodney, 87, 141
Margin:

account, 85
calls, 20, 63, 85, 88–89
interest, 84–85

Market bottom, 42, 92, 77, 82
Market breakers, 108–109
Market capitalization, 74, 103, 119
Market corrections, 128–129, 186
Market exposure guidelines, 18, 26–27, 31, 

147, 150
Market indices shorting:

characteristics of, 117, 127–128
creating positions, 124–125
major, 118–120
mechanisms of shorting, 123
sample trades, 125–127
shorting the market, 120–121
time to short, 121–122, 128

Market leader effect, 97–98, 104–105, 109
Market leaders, 103, 153, 155–156
Market losers, 103
Market makers, 95, 97, 105, 108–109
Market segment:

“best,” determination of, 96–98, 105
consolidation of, 97
crashes, 104
data research, 93–94, 105 
declining/falling, 35, 37, 102–103, 114, 

127, 129
exogenous factors, 98
great trades, see Great segment trade
identifi cation of, 91–93, 104
intersecting, 38
long ETFs, 99–100
market leader effect, 97–98, 104–105, 109
market makers/breakers, 95, 105
money fl ows, implications of, 57
performance against, 51–52
short ETFs, 100–103, 105
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short mechanisms, position basket, 101, 
103–104

Market sentiment, 96, 135
Market timers, 120
Market timing, 59, 61, 120, 127–128
Market Vectors:

Agribusiness ETF (MOO), 158
Gold Miners ETF (GDX), 156–157

Martha Stewart Omnimedia (MSO), 38
Materials and mining, commodity 

shorts, 155
Materials Select Sector SPDR (XLB), 155
McDonald’s, 181
Meeker, Mary, 109
Merck (MRK), 96
Mergers, 97, 105
Metals and mining, commodity shorts, 155
Metrics:

in prospecting, 40
technical indicators, 53

Microsoft, 77
Miller, Bill, 77
Mini-short ETF, 103
Momentum investors, 53
Momentum traders, 113, 145, 159, 177
Momentum trading, 7, 13, 48
Money fl ows, 51, 56–60, 71, 76, 79, 159, 

163–164, 173
Money management, 66, 108, 192
Money managers, 2
Monsanto, 158
Monthly subscriber data, 45
Mortgage industry, subprime loans/market, 

160, 198, 200, 202. See also Fannie Mae; 
Freddie Mac

Motorola, 38, 48
Moving averages, 51–52, 58, 59, 61, 75, 129, 

166, 181, 183
Mutual funds, 163

Naked puts, 20
Naked shorting, 18–19, 125
Napoleon, 81
NASDAQ Composite, 119, 124, 179
NASDAQ 100, 120, 122–124, 129
NDX, 124
Negative catalysts, 73
Negative indicators, 97
Negative sentiment, indicators of, 52–53, 58, 

72, 108
Neutral acquisition, 74
Neutral beta, 55

New highs/new lows, 121
“New home” number, 94
News announcements, market impact, 6, 14, 

33–34, 42, 54, 88, 141
North American Palladium (PAL), 157

Offi ce REITs, 164
Oil and gas services, 153
Oil and gas, commodity shorts, 152–154
Oil and gas service companies, 153
Oil prices, market impact, 74, 98
One day, one-off disruption, 144–145
One year parabolic chart, 51
Optimism/optimists, 108
OptionsExpress, 30
Options pricing, 82
Options traders, 53
Options trading, see Call options; Put options

characteristics of, 9
exercising, 27–28
exposure, 26
liquidity, 26 
pricing/pricing models, 24–27, 110, 

125–126
writing options, 53

Orange juice, commodity shorts, 157–158
Order placement, 128. See also specifi c types 

of orders
Out-of-the-money puts, 25, 104, 112, 134, 

142–143, 149
Overextended stocks, 40
Oversized positions, 12

Paired trade, 38–39, 48
Palladium, 157
Palm, 37, 48, 67, 79, 144
Palomar Medical (PMTI), 40–41
Pan American Silver (PAAS), 157
Paper and forest products, commodity 

shorts, 155
Patience, importance of, 33–35, 48, 53, 

92, 199
Paulson, Sir Hank, 145
Perfect trade, characteristics of, 10, 14
Peter Lynch approach, market segment 

identifi cation, 91, 174
Pfi zer, Inc. (PFE)

basic chart sample, 50–61
Lipitor, 35–37, 39, 46, 66–74, 78, 91, 

136, 180
market segment, 96
weakness in, 77
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Pharmaceutical HOLDRs (PPH), 37, 51, 
71, 96

Pharmaceutical industry, generic drugs, 
35–36

PHLX Semiconductor Sector Index 
(SOXX), 97–98

Platinum, 157
Politics, market infl uences, 98, 105
Portfolio allocation, 139, 192
Portfolio construction:

balance in, 10
capital allocation, 8–9, 11
common sense and, 9, 14, 36, 47–48, 68, 

72, 77
5 percent solution, 11–14
risk management, 9–10, 12, 14
timing shorts, 9–10, 59

Position basket, 101, 103–104, 109, 
200–201

Position management:
basics of, 132–134, 149
case studies, 195–202
through catalysts, 136–137, 149
defense strategies, 132–133
double target, 133
evaluation of positions, 147
exit strategy, 132–133, 136, 139–143, 

148–150
liquidation, 146
momentum approaches, 140
multiple positions, 147
open positions, 134–135
personal management rules, 131–132, 

144, 148–149
pressing a position, 133, 137, 139–140, 149
rolling a position, 137–140, 149–150
signifi cance of, 84, 148
target prices, 132, 134, 142–143
technical indicators, 143
volatility, impact of, 132–134, 

144–146, 149
when not to get out, 144–146

Positive sentiment, 57
Potash, 158
Powershares:

DB Agriculture (DBA), 158
DB Commodity Idx Trking Fund 

(DBC), 155
DB Gold Double Short EFT (DZZ), 156
ETF (triple QQQs), 120

Precious metals, commodity shorts, 
155–157

Premiums:
implications of, 21, 25–26, 31, 42–43, 84, 

89, 125–126, 166, 181
tracking, 134–135

Pressing a position, 133, 137, 139–140, 149, 
199, 203

Previous lows/highs, 59, 61
Price/earnings ratio (P/E), 40–41, 68, 70, 

74, 127
Price targets, setting, 75, 84. See also Target 

prices
Product pipeline, 66, 68–70, 74
Professional traders, 128
Profi t, 100 percent, 87
Profi t-taking, 132, 136–137, 148, 183, 199
ProLogis (PLD), 164
Proshares.com, 99
Prospecting guidelines, 34–38, 92, 107–108
Prospect list, 91
Public Storage (PSA), 165
Put/call ratio, 52–53, 60–61, 71–72, 76, 

110–111, 135, 139, 177, 181, 183
Put options:

advantages of, 27–30
benefi ts of shorting, 20–21
characteristics of, 6, 8–9, 11–13, 23–24, 31, 

99, 102–103
entry point, 64, 79, 181
expiration date, 24, 27, 55, 73, 110, 113, 

142–143
individual investors and, 30
limiting exposure, 18, 27, 31
liquidity, 24, 26–27, 29–31, 55–56, 69, 89, 

99, 104, 110
naked, 20
premium, 21, 25–26, 31, 42–43, 84, 89, 

125–126, 166, 181
pricing, 24–27, 110, 125–126
rolling a position, 31, 103, 112 
S&P and, 129
selection strategy, 30–31, 37, 39, 76, 

79, 126
selling on short ETFs, 189
six-month rule, 117
spreads, 21, 24–25
strike price, 24–25, 55, 64, 111
target price, 64, 79, 84, 125–126 
tracking variations in, 135
traditional shorting vs., 29
types of, 25 
underlying stock, 134
volatility and, 24, 26, 33, 84, 126
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QQQs, 120, 127

Rallies:
bull, 141, 180, 201
relief, 112
short-covering, 54, 60, 110, 114, 203
sources of, 146
technical, 145, 201

Real estate:
bubbles, 160
development companies, 165
fundamentals in, 161–162
overview of, 160–161
sample trade, 165–166
sector subsegments, 160
shorting mechanisms, 163–165, 167 
target selection, 161–164
technical indicators, 163

Real Estate Investment Trusts (REITs):
defi ned, 160–164
macro factors, 161–162, 167
micro factors, 162, 167
types of, 164–165

Relative value, 40–41, 48, 70
Residential construction, 94
Retail REITs, 164
Retail sector, 94, 103–104, 108, 114
Retirement accounts, 63
Revenue growth, 40–41, 74
RIMM, 38
Risk aversion, 86
Risk capital, 63, 132–133
Risk management, 9–10, 12, 14, 27–28, 31, 

60–61, 76, 84, 103–104, 136, 166
Risk minimization strategies, 10, 128
Risk/reward ratio, 89, 104
Risk tolerance, 2
Rocket-fueled trades, 28, 100, 109, 111, 123, 

154, 190–192
Rolling a position/rolled position, 28–29, 

31, 42–43, 103, 112, 136–140, 149, 199, 
202–203

Ruby Tuesday, 4, 91, 181, 195–197, 202
Russia, 172, 174

S&P 500 (SPY):
buying puts on ETF, 125–126
characteristics of, 59, 71, 118–119, 123, 

124, 128, 178, 192
double-short ETF, 124, 129
put options, 173
trading tools, 124

S&P Metals & Mining SPDR (XME), 155
Schering Plough (SGP), Claritin, 35–36, 

77, 96
Sears, 146
Secular bear market:

characteristics of, 117, 120–121, 124, 128
sample trade, 126–127

Securities and Exchange Commission 
(SEC):

fi nancial stock shorts, 1, 82
naked shorting regulations, 18–19, 125
rule enforcement by, 19
Uptick Rule, 6, 56

Seekingalpha.com, 78, 94
SEF, 109 
Seller, advantages of, 26
Sell stops, 8, 84, 87–89, 182
Semiconductor sector, 103
Services HOLDRs (OIH), 153
Shares held short, 53–54, 61, 71, 89
Shipping rates, 175
Short covering, 54–55, 83, 89, 110, 135, 145
Short equities, 56
Short Exchange Traded Funds:

in bull market, 183 
buying calls on, 102
buying guidelines, 101–102
buying puts, 151, 153, 182 
calls on, 123–124 
characteristics of, 97, 100–103
puts on, 123 
selling puts on, 102–103, 123
Short Dow30 ProShares (DOG), 124
shorting REITs, 165
Short QQQ ProShares (PSQ), 124, 127

Shorting:
current trends, 2
overview, 1
traditional, see Traditional shorting

Short S&P500 ProShares (SH), 124
Short sellers, personal qualifi cations, 86–87
Short squeeze, 54, 86, 88, 110, 145
Short straddles, 190
Short-term traders, 31
Short-term volatility, 144, 146, 149
Sideways market, 190
Silver, 156–157
Silver bullion ETF, 157
Silver Wheaton (SLW), 157
Simon Property Group Inc. (SPG), 164
Simple moving averages, 59
Single short ETFs, 100, 123
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Sirtris, 28
Six-month rule, 117
Size of position, 13, 137
Slowdowns, indications of, 92–93. See also 

Downturns
Small caps, 8
Software programs:

options trading, 30–31
options pricing, 24–25

Speciality REITs, 165
Speculators, 18–19, 53
Sponsor, of ETF, 97
Spread risk, 28
Spreads:

bear call, 187–189
calendar, 37
credit, 37, 188, 192
infl uential factors, 110
put options, 21, 24–25

SPX, 128–129, 186–187
St. Joe Company (JOE), 165
Stand-alone trades, 187
Starbucks, 10, 40, 78
Stillwater Mining (SWC), 157
Stock-based ETFs, 155
Stock investments:

analysis, 39–43
beta, implications of, 55
company story, 66–67, 79
dividend-paying stocks, 86
liquidity, 69
“locate,” 85
overextended, 40
price, infl uential factors, 71
prospecting, 34–38, 66
put options vs., 89
selection process, 68–69
target price, 40, 46–48, 59 
trading range, 149
Wall Street expectations, 39, 42–48, 

67–68, 146
Stock market:

crash, Dutch (1610), 81
Stock prices, infl uential factors, 81
Stop losses, 89, 134, 136–138, 149, 188
Story stocks, 67
Street sentiment, 53
Strike price, 24–25, 55, 64, 111
Success factors:

common sense, 9, 14, 36, 47–48, 68, 72, 
77, 107

emotional discipline, 86–87, 89, 114, 182 

intuition, 46–48
observation skills, 91
patience, importance of, 33–35, 48, 53, 

92, 199
simplicity, 118, 123, 166, 187

Sugar, commodity shorts, 157
Sun Microsystems, 67, 75, 79, 93
Sunset Biotech, 134
Supply and demand, 152
Surprises:

deadly, 45–46, 48, 73–75, 79, 173
exogenous, 111
intrinsic, 111

Swing trades, 66

Target price, 40, 46–48, 59, 64, 73–74, 79, 
84, 89, 125

Taxation, 24, 85, 163–164
Technical indicators:

basic charts, 50–51, 61 
bull market, 180
days to cover, 54–55, 60, 88
liquidity, 55–56, 75
money fl ows, 51, 56–60, 76
moving averages, 51–52, 58, 59, 61, 75, 

129, 166, 181, 183
previous lows/highs, 59, 61
put/call ratio, 52–53, 60–61, 71, 72, 76, 

110–111, 135, 139, 177, 181, 183
real estate investments, 165
shares held short, 53–54, 61
signifi cance of, 10, 13, 46, 48–49, 59–61, 

65, 139, 143, 176, 202
volatility, 54–55, 60–61

Technical traders, 49, 118, 159–160, 177
Technical trading, 134
Technology companies, 120, 129
Telecom sector, 93
Terrorism, market impact of 9/11, 146
ThinkorSwim, 30
Time decay, 126, 135
Time horizon, 60, 188
Time stops, 65
Time value, of put option, 26, 76
Timing of shorts, rules of thumb for, 9–10
Tobacco, commodity shorts, 157
“Topping out” stock, 57–58
Trading account:

broker requirements, 53, 102–103, 124
margin, see Margin, account
options trades, 31
shorting mechanisms, 82
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Trading range, 136
Trading system, 11
Trading volume, 121. See also Average daily 

trading volume; Daily trading volume
Traditional shorting:

advantages of, 83–84
characteristics of, 15–17, 29–30, 43
creation of, 87–88
disadvantages of, 84–85
dividends, 86
early sale, 86
historical perspective, 81–82
interest payments, 86
management of, 87–88
margin account, 85
margin calls, 85–86
mechanisms of, 82–83
personal qualifi cations, 86–87
put options vs., 87–89
short squeeze, 86, 88
stock selection, 85

Trailing sell stops, 182
Trailing stop losses, 138, 149–150
Transaction costs, 84–85
Transparency, 164
Treasury bills (T-bills), 161
Treasury bonds, 48
Trend lines, 21
Trends, types of, 121–122
Trusts, 97
Tuesday Morning, 143
Turnover, 111
200-day moving average, 51–52, 75, 139, 180

UltraShort:
Basic Materials ProShares (SMN), 155
Financial ProShares (SKF), see UltraShort 

Financial ProShares (SKF)
FTSE/Xinhua China 25 ProShare (FXP), 

174–175, 191
MSCI Emerging Markets ProShares 

(EEV), 174
Oil & Gas ProShares (DUG), 153–154
Real Estate ProShares (SRS), 165
S&P 500 ProShares (SDS), 124

UltraShort Financial ProShares (SKF):
buying calls on, 111
calls on, 113–114

characteristics of, 101–103, 109
selling calls, 191
selling puts, 189

Uncertainty, 11
Underlying stock, 143
Underwater position, 139
Unemployment rates, implications of, 98
United Kingdom, 173
U.S. dollar, 9, 156, 170, 178
U.S. Natural Gas (UNG), 153
U.S. oil (USO), 153
UPS, 98
Uptick rule, 6, 29, 56

Valuation, 40–41, 48, 70, 146, 178, 188
Value investing/value investors, 7, 13
Vega, 26
VMWare, 134
Volatile markets, 6
Volatility:

effect on position management, 132–134, 
144–146, 149

impact of, 11, 24, 84, 89, 111, 114, 
125–126, 132, 144–146, 148–149, 182, 
199, 203

as technical indicator, 26, 33, 54–55, 60–61
Volume, 139. See also Average daily trading 

volue; Daily trading volume; Trading 
volume

Vonage, 42–43, 144
Vornado (VNO), 162

Wachovia, 12, 28, 31
Wal-Mart, 103
WAMU, 12
Weakening market, 2, 35, 37
Weightings, 119, 124, 155
Wheat, commodity shorts, 155, 157
Whisper number, 47, 65, 67
Whitney, Meredith, 7, 95, 107–108, 114
Write-offs, 108
Writing puts, 53

Yahoo! Personal Finance, 41–42, 69. See also 
Information Resources, websites

Yield, dividends, 163, 167

Zocor, 66, 68–70, 72
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