went to work when I was just out of grammar

school.<14] T got a job as quotation-board boy in

a stock-brokerage office. I was quick at figures.
At school 1 did three years of arithmetic in one.
[ was particularly good at mental arithmetic. As
quotation-board boy I posted the numbers on the
big board<®2] in the customers’ room. One of the
customers usually sat by the ticker<i3] and called
out the prices. They couldn’t come too fast for
me. | have always remembered figures. No trou-
ble at all.

There were plenty of other employees in ti:ai
office. Of course | made friends with the other fel-
lows, but the work I did, if the market was active,
kept me too busy from ten A.M. to three b.M. to let
me do much talking. I don't care for'it; anyhow, dur-
ing business hours.

m Reminiscences is a historical novel told in the first
person by the fictional Larry Livingston. The character and
all of his dialogue were based on the trader Jesse Lauriston
Livermore, who was born on July 26, 1877, in Shrewsbury,
Massachusetts, to a family of subsistence farmers. The cold
climate and poor <oil in their area demanded backbreaking
labor and provided a meager yield. Livermore's first job was
to move tha dense rocks turned up by his father's plow.
Hard physical work was difficult for him because of his
slenc=r build, and he was often sick. Although he excelled
in ziiool, especially math, his father wanted him to stop
n.s education and work all day on behalf of his family.
Livermore, who was way too curious about the world to
stay home, conspired with his doting mother to escape. She
provided an extra-large suit so that he would not have to
buy another one for a while, and $5. With that, Livermore
set out for Boston in 1891 at age 14.!

¥ In the days before electronic tickers, prices were

manually updated on a large wooden board as they clat-
tered in from exchanges via telegraph wires. Boys working
the board would write the latest prices with chalk. They
wore alpaca coats to keep from smudging the board. The
use of blackboards coin-
cided with the rise of the
bucket shop, since it was
necessary to display price
fluctuations to many cus-
tomers at once. As late as
1902, traditional brokers
resisted the installation
of quote boards because
their absence distin-
guished their conservative
establishments from the
more liberal practices of
bucket houses. The use of
the term “Big Board” for
New York Stock Exchange
is a throwback to this era.?
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EED The ticker was a printing
telegraph adopted widely soon
after the Civil War, and it
revolutionized the function
of capital markets. Invented
by Edward Calahan in
1867, its popularity was
boosted by Thomas
Edison’s invention of
the quadruplex in the
1870s—a system that
allowed a single wire
to carry four messages
simultaneously. West-
ern Union and its rivals
leveraged this increase
in capacity to lease
telegraph connections to
financiers and speculators
outside the exchanges. The
volume growth allowed the
New York Stock Exchange to
expand in 1871 from twice-daily
auctions to continuous trading in
listed securities.?

Until 1872, ticker service was available only
through 700 machines in New York City. After Western
Union purchased the Gold & Stock Telegraph Co., service
was widened to its national network; by 1886, there were
2,200 tickers coast to coast. In 1903, financial writer
Sereno Pratt quipped that ubiquity of the ticker offered “nu
better proof..of the universality of speculation.”#

Popular participation in the stock market soon ‘osa sharp-
ly: The number of American stock owners tripled L<tveen
1900 and 1922 to 14.4 million. Observers agsciibed the
device's magical attractiveness. Horace Hotchkiss, founder
of the Gold & Stock Telegraph, said that when the ticker
entered commercial service it “created a sensation as the
quotations made their appearance on the tape. The crowd
around it was at least six deep.”® Financial writer George
Gibson noted that “dealers. . .intently watch the "ticker’ as it
rapidly unwinds the tangled web of financial fate.”®

Before the advent of the ticker, middlemen called “pad
shovers” would get the latest quotations from brokers,
scribble them in notebooks, and then go from office to
office. A character in Edwin Lefevre's 1925 book, Making
of a Stockbroker, tells of how they “came up to you and
shoved the pad with the quotations on it right under your
nose, hence the appellative. They were the walking tickers.
Rushing the pad, they used to call the process.”

But a busy market did not keep me from
thinking about the work. Those quotations
did not represent prices of stocks to me, so

many dollars per share. They were num-
bers. Of course, they meant something.

They were always changing. It was all |

had to be interested in—the changes.

Why did they change? I didn’t know. I
didn'’t care. I didn't think about that.
I simply saw that they changed. That
was all [ had to think about five hours
every day and two on Saturdays: that
they were always changing.
That is how I first came to be in-
terested.in the behaviour of prices. |
had a-very good memory for figures. 1
could ztemember in detail how the prices
had-acced on the previous day, just before
they went up or down. My fondness for men-
tal rithmetic came in very handy.

I'noticed that in advances as well as declines,
stock prices were apt to show certain habits, so to
speak. There was no end of parallel cases and these
made precedents to guide me. I was only fourteen,
but after I had taken hundreds of observations in my
mind I found myself testing their accuracy, comparing
the behaviour of stocks today with other days.

It was not long before I was anticipating move-
ments in prices. My only guide, as 1 say, was their
past performances. | carried the “dope sheets” in my
mind. I looked for stock prices to run on form. [ had
“clocked” them. You know what I mean.<1.5]

You can spot, for instance, where the buying is
only a trifle better than the selling. A battle goes on
in the stock market and the tape is your telescope.
You can depend upon it seven out of ten cases.

Another lesson [ learned early is that there is
nothing new in Wall Street. There can’t be because
speculation is as old as the hills.<t6] Whatever hap-
pens in the stock market to-day has happened be-



fore and will happen again. I've never forgotten that.
[ suppose [ really manage to remember when and
how it happened. The fact that | remember that way
is my way of capitalizing experience.

I got so interested in my game and so anxious
to anticipate advances and declines in all the ac-
tive stocks that I got a little book. I put down my
observations in it. It was not a record of imaginary
transactions such as so many people keep merely
to make or lose millions of dollars without getting
the swelled head or going to the poorhouse. It was
rather a sort of record of my hits and misses, and
next to the determination of probable movements
[ was most interested in verifying whether I had
observed accurately; in other words, whether |
was right.

Say that after studying every fluctuation of the
day in an active stock I would conclude that it was
behaving as it always did before it broke eight or
ten points. Well, I would jot down the stock and
the price on Monday, and remembering past perfoi-
mances | would write down what it ought to de on
Tuesday and Wednesday. Later I would chack up
with actual transcriptions from the tape

That is how I first came to take ari interest in the
message of the tape. The fluctuations were from the
first associated in my mind witti-tipward or down-
ward movements. Of course there is always a rea-
son for fluctuations, but the tape does not concern
itself with the why and wherefore. It doesn’t go into
explanations. I didn't ask the tape why when 1 was
fourteen, and I don't ask it to-day, at forty. The rea-
son for what a certain stock does to-day may not be
known for two or three days, or weeks, or months.
But what the dickens does that matter? Your busi-
ness with the tape is now—not to-morrow. The rea-
son can wait. But you must act instantly or be left.
Time and again [ see this happen. You'll remember
that Hollow Tube went down three points the other
day while the rest of the market rallied sharply. That
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m Livermore describes his method of recording

hundreds of price changes in his head and sifting through
them on the fly to determine which “parallel cases” and
“precedents” were accurate enough to help him anticipate
future changes. This is a crude but effective version of what
we would now call a quantitative approach to technical
analysis, in which practitioners use computers and math-
ematical models to forecast future price changes based on
past patterns.

EE)» Horse racing was the second most popular public
sport in the early 1900s, after baseball. Reminiscences is
full of racing references, including “dope sheets” (reports
on horses' conditions); “clocked” prices (timing price-
change intervals as one would use a stopwatch on a
horse); and “the tape is your telescope” (watching prices
changes via the ticker tape as you would use a telescope to
watch a race at the track).

KX This is the ceritral message of Reminiscences and has
made the book « timeless classic. Throughout the book,
we see manipulations, speculations, booms, busts, and
panic: tt at could be ripped from the pages of financial
navis feports in any era decades later, with only the names
Zhanged. No matter how much each new set of inves-
tors, executives, and policy makers believes their times are
unique, Lefevre observes correctly, “Whatever happens
in the stock market to-day has happened before and will
happen again.”
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“Bucket shops” were storefront operations where
speculators who could not afford a regular brokerage
account could bet on the price movements of stocks and
commodities using small sums of their own money, plus
margin borrowing. No actual transactions in the stock or
commodity took place since these were not investments
but simple wagers on price changes.

The term originated in England in the early 1800s,
when poor youths would visit pubs with a bucket, drain
beer kegs that had been thrown out, then congregae
in abandoned shops to drink, smoke, bet, and carz on.
The expression was later applied to shops whei= grain
and stock transactions were counterfeitea.” Iine prolifera-
tion of bucket shops was spurred by low-cost access to
stock tickers. Shops would lease wires from brokers and

telegraph companies, in many cases maintaining redundant

connections to ensure reliability. To the untrained eye, their
fancy offices, newspaper ads, tip-sheet mailers, and near-

real-time stock quotes made bucket shops look very similar
to Wall Street brokerages. The big difference was that while

a broker acted on behalf of its clients, earning a commis-
sion on each transaction, the bucket shop maintained an
adversarial relationship with its customers since it profited
at their expense.

Bucket shop operators were a nefarious bunch, with one

observer at the time calling them “pool-room sharks or
‘sure-thing’ card men with no standing in the business or
social world."8 Although U.S. bucket shops got their start
in New York around 1877, they rapidly spread to small

was the fact: On the following Monday you saw that

the directers passed the dividend. That was the rea-
son.~+hey knew what they were going to do, and
ever if they didn't sell the stock themselves they at
least didn'’t buy it. There was no inside buying; no
reason why it should not break.

Well, I kept up my little memorandum book
perhaps six months. Instead of leaving for home the
moment [ was through with my work, I'd jot down
the figures I wanted and would study the changes,
always looking for the repetitions and parallelisms
of behaviour—learning to read the tape, although I
was not aware of it at the time.

One day one of the office boys—he was older
than [—came to me where | was eating my lunch
and asked me on the quiet if I had any money.

“Why do you want to know?” I said.

“Well,” he said, “I've got a dandy tip on Burling-
ton. I'm going to play it if I can get somebody to go
in with me.”

“How do you mean, play it?” I asked. To me the
only people who played or could play tips were the
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customers—old jiggers with oodles of dough. Why,
it cost hundreds, even thousands of dollars, to get
into the game. It was like owning your private car-
riage and having a coachman who wore a silk hat.

“That’s what I mean; play it!” he said. “How
much you got?”

“How much you need?”

“Well, I can trade in five shares by putting up $5.”

“How are you going to play it?”

“I'm going to buy all the Burlington the bucket
shop will let me carry with the money I give him
for margin,” he said.<0.7] “It’s going up sure. It's like
picking up money. We'll double ours in a jifty.”

“Hold on!” I said to him, and pulled out my
little dope book.

[ wasn't interested in doubling my money, but in
his saying that Burlington was going up. If it was, my
note-book ought to show it. I looked. Sure enough,
Burlington, according to my figuring, was acting as
it usually did before it went up. I had never bought
or sold anything in my life, and I never gambled viiti:
the other boys. But all I could see was that thiswas
a grand chance to test the accuracy of my:work, of
my hobby. It struck me at once that if my dope didn’t
work in practice there was nothing in the theory of it
to interest anybody. So I gave him a!l'i had, and with
our pooled resources he went-1a one of the near-by
bucket shops and bought some Burlington. Two days
later we cashed in. I made a profit of $3.12.

After that first trade, I got to speculating on
my own hook in the bucket shops. I'd go during my
lunch hour and buy or sell—it never made any dif-
ference to me. I was playing a system and not a fa-
vorite stock or backing opinions. All I knew was the
arithmetic of it. As a matter of fact, mine was the
ideal way to operate in a bucket shop, where all that
a trader does is to bet on fluctuations as they are
printed by the ticker on the tape.

It was not long before I was taking much more
money out of the bucket shops than I was pulling
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towns across the Midwest as ticker service expanded. By
wrapping themselves in an air of respectability, achieved
mainly through appearances, bucket shops were not seen
as dangerous by the public. Men were not embarrassed by
being seen in a bucket shop, as they would be if caught in
a poker room.

Bucket shops found the most success in small agri-
cultural communities where the fast action delivered via
the ticker brought excitement to dull, tradition-bound
lives. Chicago Board of Trade historian Charles H. Taylor
noted in 1917 that they were initially viewed as a sort of
democratized exchange “where the common people could
speculate.”?

Eventually brokerages and exchanges launched a
campaign to stamp out bucket shops because they feared
the competition and believed they undermined public sup-
port for legitimate investing. In 1889, the New York Times
estimated that br:cket shop patrons were wagering the
equivalent of 1 miillion shares per day at a time when the
average dzii volume on the New York Stock Exchange was
140,000 spares. 10

nising public anger toward bucket shops’ unsavory
Jreciices also escalated. Some owners would boast about
“cleaning up a town"“—draining the locals of their sav-
ings—before closing up to repeat the game in a neighbor-
ing town."" Lefevre's colorful narrative brings this bygone
era to life.
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down from my job in the brokerage office. So I gave
up my position. My folks objected, but they couldn’t
say much when they saw what I was making. | was
only a kid and office-boy wages were not very high.
I did mighty well on my own hook.

[ was fifteen when | had my first thousand and
laid the cash in front of my mother—all made in
the bucket shops in a few months, besides what |
had taken home. My mother carried on something
awful. She wanted me to put it away in the savings
bank out of reach of temptation. She said it was more
money than she ever heard any boy of fifteen had
made, starting with nothing. She didn’t quite believe
it was real money. She used to worry and fret about
it. But I didn't think ot anything except that I could
keep on proving my figuring was right. That's all the
fun there is—heing right by using your head. If I was
right when Liested my convictions with ten shares |
would be ten times more right if [ traded in a hundred
share<. "'hat is all that having more margin meant to
rag=-1 was right more emphatically. More courage?
No! No difference! If all I have is ten dollars and 1
risk it, I am much braver than when I risk a million,
if I have another million salted away.

Anyhow, at fifteen I was making a good liv-
ing out of the stock market. I began in the smaller
bucket shops, where the man who traded in twen-
ty shares at a clip was suspected of being John W.
Gates in disguise or ]. P. Morgan traveling incogni-
to.<1:8] Bucket shops in those days seldom lay down
on their customers. They didn't have to. There were
other ways of parting customers from their money,
even when they guessed right. The business was tre-
mendously profitable. When it was conducted legit-
imately—I mean straight, as far as the bucket shop
went—the fluctuations took care of the shoestrings.
It doesn’t take much of a reaction to wipe out a
margin of only three quarters of a point. Also, no
welsher could ever get back in the game. Wouldn't
have any trade.
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EE» John Warne Gates made his fortune selling barbed wire in the late nineteenth century
and parlayed the proceeds of a deal with J. P. Morgan into a brokerage and a company that would
become Texaco. His nickname, “Bet-a-Million,” was earned by a lifetime of heavy betting at the
racetrack and card tables.
Born on a farm in lllinois in 1855, Gates showed promise as a capitalist at 16 when he

By age 18, Gates had accumulated $1,000 (worth $17,000 today), with which he purchased
a hardware store in his hometown.
Gates's career took off when Isaac Ellwood, who had purchased the manufacturing rights

little initial success from skeptical cattlemen who disparaged use of “such a flimsy material.” 2
In response, Gates rented Military Plaza in San Antonio, built a barbed-wire corral, and invited
ranchers to “bring in your worst fence-busters.” His pitch: “This is the finest fencing in the world, light
as air, stronger than whiskey, cheaper than dirt, all steel and a yard wide.” After crashing into the
barbs, steers eventually gave up. Sales poured in, exceeding Ellwood's factory capacity.'3
Gates applied for a partnership stake from Ellwood but was denied. Convinced of his abilities and the promise of the new invention,

Gates built his own barbed-wire mill and became a competitor. A patent infringement lawsuit falicwed, but Elwood eventually joined with

Gates in what would become a lifelong partnership and friendship.'4

Gates consolidated power within the industry, buying competitors large and small until, by 1892, he became the king of the wire indus-

try. Gates then began moving up the supply chain and became active in raw steel, u'tin.ately becoming head of one of the largest players
at that time, Illinois Steel Co. His effort culminated with a deal with J. P. Morgan ii» 1901 to help form U.S. Steel.’>

Gates thus acquired great wealth and became a large operator in Wall Strze: atier forming a global brokerage, C. G. Gates & Co., which

at its peak invested as much as $100 million ($2.3 billion today) at a time Jne to the prominence and speculative fervor of its partners,
Gates found itself at the center of many of the era’s most inglorious <ta-k manipulations.'®

As part of his stock operations, Gates gained control in the opaii ».2:ket of the Louisville & Nashville Railway from financier and horse-

racing pioneer August Belmont. He then sold his stake for a $1% n.uiion profit in a sale arranged by J. P. Morgan in the Waldorf-Astoria
hotel in April 1902. Gates also became active in the oil businass via a stake in the Texas Co., the predecessor to Texaco.

C. G. Gates suffered a huge blow in the Panic of 1907 and was liquidated after suffering a loss estimated by the New York Times at $6
million (roughly $137 million today).'” Gates then ai'naiinced that he was “through with the Wall Street game” and exited the scene after

leasing a shooting estate of several thousand acrez in the Savoie region of France.'®

I didn’t have a following.\I kept my business to
myself. It was a one-man business, anyhow. It was
my head, wasn't it? Prices either were going the way
I doped them out, without any help from friends
or partners, or they were going the other way, and
nobody could stop them out of kindness to me. |
couldn'’t see where | needed to tell my business to
anybody else. I've got friends, of course, but my
business has always been the same—a one-man af-
fair. That is why I have always played a lone hand.

As it was, it didn't take long for the bucket shops
to get sore on me for beating them. I'd walk in and
plank down my margin, but they'd look at it without

contracted to husk a neighbor’s cornfields and used the proceeds to buy a one-third interest in
a threshing machine—a venture that proved profitable when the next harvest was abundant.

to newly invented barbed wire, offered him a job as a salesman. Gates set off for Texas but met
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EED Livermore’s nickname Boy Plunger stemmed from

the word plunger, commonly used at the time to describe
a speculator, or a person who risked big losses for the
potential to capture big gains. In some usages, the term
implied recklessness. Livermore also always had a very
youthful appearance. In a 1908 interview in the Evening
World newspaper, reporter Rose Tillotson describes him at
31 years old: "The first impression was of extreme youth-
fulness. His flaxen hair and his blue eyes seem to subtract
ten years from the age he frankly acknowledges. But the
determined lines of his mouth and chin belie this effect
after a moment's scrutiny.”

m The ubiquity of the bucket shop was driven by the

rapid adoption and low cost of the stock ticker. Within just
a few years of the ticker's introduction into commercial
service in 1867, America's speculative fever resulted in its
appearance in banks, hotels, restaurants, and even saloons
and cigar stores."? It was only natural that bucket shops
should appear where crowds gathered to watch the action
of faraway trading floors on the tape. Bucket shop opera-
tors sometimes appeared in hotel lobbies in places like
Boston, preying on out-of-town guests caught up in the
excitement of fast money and the big city.2

making a move to grab it. They'd tell me there was
nothing doing. That was the time they got to call-
ing me the Boy Plunger.<19] | had to be changing
brokers all the time, going from one bucket shop
to another. It got so that I had to give a fictitious
name. I'd begin light, only fifteen or twenty shares.
At times, when they got suspicious, I'd lose on pur-
pose at first and then sting them proper. Of course
after a little while they'd find me too expensive and
they'd tell me to take myself and my business else-
where and not interfere with the owners’ dividends.

Once, when the big concern I'd been trading
with for months shut down on me I made up my
mind to take a little more of their money away from
them. That bucket skiap-had branches all over the
city, in hotel lobkies; and in near-by towns.<1.10]
I went to one ot the hotel branches and asked the
manager a few questions and finally got to trading.
But as.socn as I played an active stock my especial
way he began to get messages from the head office
askitg who it was that was operating. The man-
ager told me what they asked him and I told him
my name was Edward Robinson, of Cambridge.
He telephoned the glad news to the big chief. But
the other end wanted to know what I looked like.
When the manager told me that I said to him,
“Tell him I am a short fat man with dark hair and
a bushy beard!” But he described me instead, and
then he listened and his face got red and he hung
up and told me to beat it.

“What did they say to you?” I asked him politely.

“They said, You blankety-blank fool, didn't we
tell you to take no business from Larry Livingston?
And you deliberately let him trim us out of $700!"”
He didn’t say what else they told him.

[ tried the other branches one after another, but
they all got to know me, and my money wasn't any
good in any of their offices. I couldn’t even go in to
look at the quotations without some of the clerks
making cracks at me. I tried to get them to let me



trade at long intervals by dividing my visits among
them all. But that didn’t work.

Finally there was only one left to me and that
was the biggest and richest of all—the Cosmopoli-
tan Stock Brokerage Company. <t.11]

The Cosmopolitan was rated as A-1 and did
an enormous business. It had branches in every
manufacturing town in New England. They took
my trading all right, and I bought and sold stocks
and made and lost money for months, but in the
end it happened with them as usual. They didn’t
refuse my business point-blank, as the small con-
cerns had. Oh, not because it wasn't sportsmanship,
but because they knew it would give them a black
eye to publish the news that they wouldn't take a
fellow’s business just because that fellow happened
to make a little money. But they did the next worse
thing—that is, they made me put up a three-point
margin and compelled me to pay a premium at first
of a half point, then a point, and finally, a point and
a half. Some handicap, that! How? Easy! Suppasc
Steel <1.12] was selling at 9o and you bought it. Your
ticket read, normally: “Bot ten Steel at 90!/ if you
put up a point margin it meant that if it-roke 89%
you were wiped out automatically. in a bucket shop
the customer is not importuned f6r nore margin or
put to the painful necessity et teliing his broker to
sell for anything he can get.

But when the Cosmopolitan tacked on that
premium they were hitting below the belt. It
meant that if the price was go when I bought, in-
stead of making my ticket: “Bot Steel at gol/s,”it
read: “Bot Steel at 911/s.” Why, that stock could ad-
vance a point and a quarter after I bought it and I'd
still be losing money if 1 closed the trade. And by
also insisting that I put up a three-point margin at
the very start they reduced my trading capacity by
two thirds. Still, that was the only bucket shop that
would take my business at all, and I had to accept
their terms or quit trading.
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EEED> Cosmopolitan is likely a pseudonym for Haight &
Freese Co., which was characterized as “the largest bucket
shop swindling concern in the country” with extensive
operations in New York, Philadelphia, Boston, and other
cities.!

In 1902, Haight & Freese had more than 70 offices
through the United States and Canada, and was headquar-
tered in Boston. It was founded as a partnership in 1890
as a member of the Consolidated Stock Exchange in New
York. Following its expulsion (legitimate exchanges forbid
members from conducting bucketing operations), the firm
found it difficult to prove that it was able to execute orders
without exchange connections. So in 1903, the firm’s
principals became associated with the Consolidated Stock
Exchange of Philadelphia. Although chartered by that city
with good intentions, the firm was soon overrun by bucket-
shop operators looking for cover.

[EEF» Livermore appears to be referring to U.S. Steel,
which wasn‘t «xeated until 1901. The time period he
is descriting is the late 1890s. So when describing his
early treding in this book, Livermore allowed a little color
frem ha 1920s to slip through. U.S. Steel was one of the
most widely held stocks of the early century after it was
cobbled together in an extensive set of mergers by J.P.
Morgan. Traders referred to their favorite stocks with pet
names, such as Steel for U.S. Steel; Sugar for the giant
American Sugar Refining Co. controlled by the Havemeyer
family; or Omaha for the Chicago, St. Paul, Minneapolis &
Omaha Railway.
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Of course 1 had my ups and downs, but was
a winner on balance. However, the Cosmopolitan
people were not satisfied with the awful handicap
they had tacked on me, which should have been
enough to beat anybody. They tried to double-cross
me. They didn’t get me. I escaped because of one of
my hunches.

The Cosmopolitan, as 1 said, was my last re-
sort. It was the richest bucket shop in New Eng-
land, and as a rule they put no limit on a trade.
I think I was the heaviest individual trader they
had—that is, of the steady, every-day customers.
They had a fine office and the largest and complet-
est quotation board I have ever seen anywhere. It
ran along the whole iength of the big room and
every imaginable thirg was quoted. I mean stocks
dealt in on theNew York and Boston Stock Ex-
changes, ceiton, wheat, provisions, metals—ev-
erything it was bought and sold in New York,
Chicegc, Boston and Liverpool.

You know how they traded in bucket shops. You
gave your money to a clerk and told him what you
wished to buy or sell. He looked at the tape or the
quotation board and took the price from there—
the last one, of course. He also put down the time
on the ticket so that it almost read like a regular
broker’s report—that is, that they had bought or
sold for you so many shares of such a stock at such
a price at such a time on such a day and how much
money they received from you. When you wished
to close your trade you went to the clerk—the
same or another, it depended on the shop—and
you told him. He took the last price or if the stock
had not been active he waited for the next quota-
tion that came out on the tape. He wrote that price
and the time on your ticket, O.K.d it and gave it
back to you, and then you went to the cashier and
got whatever cash it called for. Of course, when
the market went against you and the price went
beyond the limit set by your margin, your trade



automatically closed itself and your ticket became
one more scrap of paper.

In the humbler bucket shops, where people
were allowed to trade in as little as five shares, the
tickets were little slips—ditferent colors for buying
and selling—and at times, as for instance in boil-
ing bull markets, the shops would be hard hit be-
cause all the customers were bulls and happened to
be right. Then the bucket shop would deduct both
buying and selling commissions and if you bought a
stock at 20 the ticket would read 20'%. You thus had
only % of a point’s run for your money.

But the Cosmopolitan was the finest in New
England. It had thousands of patrons and 1 really
think I was the only man they were afraid of. Neither
the killing premium nor the three-point margin they
made me put up reduced my trading much. I kept on
buying and selling as much as they'd let me. I some-
times had a line of 5000 shares.

Well, on the day the thing happened that I am
going to tell you, I was short thirty-five hundrec
shares of Sugar. | had seven big pink tickets foi five
hundred shares each. The Cosmopolitan used big
slips with a blank space on them where they could
write down additional margin. Of coutrse, the buck-
et shops never ask for more margiii. The thinner the
shoestring the better for them, for their profit lies in
your being wiped. In the smailer shops if you want-
ed to margin your trade still further they'd make out
a new ticket, so they could charge you the buying
commission and only give you a run of % of a point
on each point’s decline, for they figured the selling
commission also exactly as if it were a new trade.

Well, this day I remember I had up over $10,000
in margins.

[ was only twenty when I first accumulated ten
thousand dollars in cash. And you ought to have
heard my mother. You'd have thought that ten thou-
sand dollars in cash was more than anybody carried
around except old John D.,<.13] and she used to tell
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[EXED Earlier in this chapter, Livemore refers to John Gates
and J.P. Morgan as standards of wealth, and here he refers
to John D. Rockefeller. Born in New York in 1839, Rock-
efeller was in his early 30s when he founded the Standard
0il Company with his brother, William, and three other
partners. Starting with one oil refinery in Cleveland, the
company grew to become the largest and most enduring
corporate enterprise in the United States, making Rockefell-
er the country’s first billionaire. In fact, he may have been
the richest American of all time, with a peak personal net
worth of the equivalent of more than $300 billion.

By the late 1890s, Rockefeller had left control of Stan-
dard Qil to his successors, though he retained all his stock.
In 1911, the Supreme Court broke the Standard Oil mo-
nopoly into 34 new companies, which ultimately remerged
to become such current giants as ExxonMobil, Chevron,
Amoco, and Conoco. Three of Rockefeller's personal max-
ims were, "Good 'eadership consists of showing average
people how tc du the work of superior people;” "If your
only goal iz 0 become rich, you will never achieve it;" and
" alwavs ied to turn every disaster into an opportunity.”
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) short selling at a bucket shop was quite different
than short selling at a legitimate brokerage. Legitimate
shorting involves the borrowing of shares you don’t own,
normally from another of your broker’s clients, and then
selling them with the expectation of buying them back at
a lower price and pocketing the difference. But since the
bucket shops did not buy or sell actual securities, the ranz-
action was not much different from going long. A "buy * or
“sell” order ticket was issued with a price that. i reaiity,
was a one-way bet against the house. If a stack vwent
down as expected, then you just redeemed your ticket with
the clerk. Bucket shop owners were usually in cahoots with
corrupt floor brokers, who would run prices up to knock
out stops—triggering losses for short sellers—if customers
were making too much money on their wagers.

me to be satisfied and go into some
regular business. [ had a hard time
convincing her that [ was not gam-
bling, but making money by fig-
uring. But all she could see was
that ten thousand dollars was a lot
of money and all I could see was
more margin.

I had put out my 3500 shares of
Sugar at 105% There was another
fellow in the room, Henry Wil-
liams, who was short 2500 shares.
I used to sit by the ticker and call
out the quotations for the board
boy. The price behaved as | thought
it-would. It promptly went down a
couple of points and paused a little
to get its breath before taking an-
other dip. The general market was
pretty scit and everything looked promising. Then all
ofa sudden I didn't like the way Sugar was doing its
nesitating. [ began to feel uncomfortable. I thought I
ought to get out of the market. Then it sold at 103—
that was low for the day—but instead of feeling more
confident I felt more uncertain. I knew something
was wrong somewhere, but | couldn'’t spot it exactly.
But if something was coming and I didn’t know where
from, I couldn’t be on my guard against it. That being
the case I'd better be out of the market.

You know, | don’t do things blindly. I don't like
to. I never did. Even as a kid I had to know why
I should do certain things. But this time I had no
definite reason to give to myself, and yet I was so
uncomfortable that I couldn’t stand it. I called to
a fellow I knew, Dave Wyman, and said to him:
“Dave, you take my place here. I want you to do
something for me. Wait a little before you call out
the next price of Sugar, will you?”<1.1]

He said he would, and I got up and gave him my
place by the ticker so he could call out the prices



for the boy. I took my seven Sugar tickets out of my
pocket and walked over to the counter, to where
the clerk was who marked the tickets when you
closed your trades. But I didn'’t really know why I
should get out of the market, so I just stood there,
leaning against the counter, my tickets in my hand
so that the clerk couldn’t see them. Pretty soon I
heard the clicking of a telegraph instrument and |
saw Tom Burnham, the clerk, turn his head quick-
ly and listen. Then I felt that something crooked
was hatching, and | decided not to wait any lon-
ger. Just then Dave Wyman by the ticker, began:
“Su—"and quick as a flash I slapped my tickets on
the counter in front of the clerk and yelled, “Close
Sugar!” before Dave had finished calling the price.
So, of course, the house had to close my Sugar at
the last quotation. What Dave called turned out to
be 103 again.

According to my dope Sugar should have bro-
ken 103 by now. The engine wasn't hitting right. |
had the feeling that there was a trap in the neigli-
bourhood. At all events, the telegraph instrurnent
was now going like mad and I noticed that Tom
Burnham, the clerk, had left my tickets:nmarked
where I laid them, and was listening o the click-
ing as if he were waiting for something. So I yelled
at him: “Hey, Tom, what in-h¢ll are you waiting
for? Mark the price on these tickets—i03! Get a
gait on!”

Everybody in the room heard me and began to
look toward us and ask what was the trouble, for, you
see, while the Cosmopolitan had never laid down,
there was no telling, and a run on a bucket shop can
start like a run on a bank. If one customer gets sus-
picious the others follow suit. So Tom looked sulky,
but came over and marked my tickets “Closed at
103" and shoved the seven of them over toward me.
He sure had a sour face.

Say, the distance from Tom’s place to the cashier’s
cage wasn't over eight feet. But I hadn't got to the ca-
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EEED Lefevre uses many words for “swindle” that are
no longer in wide use. The thimblerig was a shell game,
typically using three shells or thimbles, and a foam ball the
size of a pea. Portrayed on the street as a gambling game,
it was instead a con game. The operator would shuffle the
pea under the fast-moving shells, then invite a passerby to
bet on its location. Co-conspirators would amp up the bet-
ting until the mark, or victim, was invited to make the final
bet. Then the operator would use sleight of hand to move
the pea and cheat the mark. Livermore describes many
market operations in which insiders con both buyers and
short sellers into elaborate forms of shell-game swindles.

KB One of the most searing experiences for market
participants at the turn of the twentieth century was the
1896 presidential election between Democratic candidate
William Jennings Bryan and Republican candidate William
McKinley. Contemporary readers of Reminiscences were
well versed in the history of this event and its impact on
monetary policy. The debate is echoed today among inves-
tors persistently concerned about the debasement of U.S.
and European currencies.

Renowned as one of America’s greatest political orators,
Jennings was a populist, suspicious of the banks and the
railroads, and an enthusiastic supporter of the restoration
of “bimetallism“—a pre-Civil War monetary system that
viewed a currency redeemable in both gold and silver as a
way to expand the money supply, stoke inflation, and ease
the debt burdens of America's poor farmers.?2

Bryan is most famous for his speech at the 1896
Democratic National Convention in St. Louis in which he
attacked wealthy East Coast interests for supporting the
gold standard at the expense of impoverished worker:
and farmers in the South and West. To rowdyv ~op!'ause, he
declared: “Having behind us the commercizi it*arests and
the laboring interests and all the toiling masses, we shall
answer their demands for a gold standard by saying to
them, you shall not press down upon the brow of labor this
crown of thorns. You shall not crucify mankind upon a cross
of gold.” Besides clinching him the presidential nomina-
tion, the speech secured Bryan's status as an opinion
leader and the nickname “the Boy Orator.” At 36, he was
the youngest nominee of a major party in American history.

The origins of the fight for “free silver” date back to
the Coinage Act of 1873, which moved the United States
to the gold standard and demonetized silver. Before then,
anyone who possessed uncoined silver could deposit it at
a U.S. Mint, where it would be made into coin. The law
was spurred by the discovery of huge silver deposits in the
Comstock Lode of Nevada, which effectively diminished the
value of silver as money. Twenty years of economic distress

shier to get my money when Dave Wyman by the
ticker yelled excitedly: “Gosh! Sugar, 108!” But it was
too late; so I just laughed and called over to Tom, “It
didn’t work that time, did it, old boy?”

Of course, it was a put-up job. Henry Williams
and I together were short six thousand shares of Sug-
ar. That bucket shop had my margin and Henry’s,
and there may have been a lot of other Sugar shorts
in the office; possibly eight or ten thousand shares
in all. Suppose they had $20,000 in Sugar margins.
That was enough to pay the shop to thimblerig the
market on the New York Stock Exchange and wipe
us out.<135] In the old days whenever a bucket shop
found itself loaded with too many bulls on a certain
stock it was a commai. practice to get some broker
to wash down theprice of that particular stock far
enough to wipe cut all the customers that were long
of it. This.seldoni cost the bucket shop more than a
couple of points on a few hundred shares, and they
made thousands of dollars.

That was what the Cosmopolitan did to get me
and Henry Williams and the other Sugar shorts.
Their brokers in New York ran up the price to 108.
Of course it fell right back, but Henry and a lot of
others were wiped out. Whenever there was an un-
explained sharp drop which was followed by instant
recovery, the newspapers in those days used to call
it a bucket-shop drive.

And the funniest thing was that not later than
ten days after the Cosmopolitan people tried to
double-cross me a New York operator did them out
of over seventy thousand dollars. This man, who
was quite a market factor in his day and a mem-
ber of the New York Stock Exchange, made a great
name for himself as a bear during the Bryan panic of
'96.<1.16] He was forever running up against Stock
Exchange rules that kept him from carrying out
some of his plans at the expense of his fellow mem-
bers. One day he figured that there would be no

complaints from either the Exchange or the police



authorities if he took from the bucket shops of the
land some of their ill-gotten gains. In the instance
[ speak of he sent thirty-five men to act as custom-
ers. They went to the main office and to the big-
ger branches. On a certain day at a fixed hour the
agents all bought as much of a certain stock as the
managers would let them. They had instructions
to sneak out at a certain profit. Of course what he
did was to distribute bull tips on that stock among
his cronies and then he went in to the floor of
the Stock Exchange and bid up the price, helped
by the room traders, who thought he was a good
sport. Being careful to pick out the right stock for
that work, there was no trouble in putting up the
price three or four points. His agents at the buck-
et shops cashed in as prearranged.

A fellow told me the originator cleaned up
seventy thousand dollars net, and his agents made
their expenses and their pay besides. He played
that game several times all over the country, pun-
ishing the bigger bucket shops of New York, Eas-
ton, Philadelphia, Chicago, Cincinnati ana. St.
Louis. One of his favorite stocks was Western
Union, because it was so easy to move-2 semiac-
tive stock like that a few points up or down. His
agents bought it at a certain figure, sold at two
points profit, went short and took three points
more. By the way, I read the other day that that
man died, poor and obscure. If he had died in
1896 he would have got at least a column on the
first page of every New York paper. As it was he
got two lines on the fifth.
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followed the passage of the act, as tightened monetary
conditions led to deflationary pressures and the panics of
1873 and 1893.

The Bryan Panic, which roughly ran from the time Bryan
was nominated in July 1896, until McKinley was elected in
November that year, was a consequence of swelling con-
cerns that a Bryan presidency would undermine contracts,
disrupt market prices, and erode the wealth of the business
class. For many, Bryan's nomination was an unpleasant
surprise: On the eve of the convention, the Commercial
& Financial Chronicle noted that the “thought of rallying
around, as a battle cry, a plan for paying one’s debts with a
fifty-cent dollar, and presenting that as a subject of discuss-
ing for three or four months to the people of the United
States, is a folly not affording a shadow of a promise.”?3

Soon after Bryan's nomination, stocks sold off, commodity
prices plummeted, bank lending seized up, and industrial
activity slowed amid plunging demand, as merchants feared
the Democrat’z menetary policies would result in a severe
recession. 2y tha middle of August, the stock market reached
the lowest point in 17 years as commercial bankruptcies
rose.*" Toward the end of October, fears escalated in the
netiey markets and currency was redeemed for gold at
2n alarming rate. Interest rates, previously at 15%, rose to
127% as gold reserves in New York were depleted. Conrad
Jordan of the New York subtreasury, predecessor to the New
York Federal Reserve Bank, wrote Assistant Treasury Secre-
tary William Curtis, “The banks are hard up for currency and
may need more to-morrow and Monday, but | think aid will
come from Morgan.”2> He was referring to J. P. Morgan, who
helped organize a banking syndicate that made $10 million
available to the subtreasury to prevent financial collapse.

After the votes were counted in November and McKinley
was declared the winner, Dun’s Review wrote on Novem-
ber 7 that “a crushing weight has been lifted and rolled
away." 26 |t must be said that the election of 1896 was one
of the most questionable in U.S. history, with widespread
voter coercion reported amid a massive propaganda
campaign against Bryan and the free silver movement. The
themes would resonate for decades.
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