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Abstract factor analysis, 203-204

ABX Index, 248-252

Adapting, 447, 491-492
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All Weather fund (Bridgewater), 4%

Altria, 231-233, 234

Amazon, 439—440

Apple, 348-350, 357, 538, 381

Arnett, Bob, 408—4(2

Asset-backed secarivics (ABSs), 244. See also
Mortgage-backed securities (MBSs);
Subprime mortgages/bonds

Asymmetric strategies, 223-259, 497

Baccarat system, 186—187

Balodimas, Jimmy, 423—-450, 491,
495, 508

Bamberger, Gerry, 200-204

Banyan Equity Management, 78, 80, 100.
See also Benedict, Larry

Baring Asset Management,
329-330, 339

Beat the Dealer (Thorp), 184

brat the Market (Kassouf and Thorp), 163,
164, 189, 190
Bender, John, 509-510
Benedict, Larry, 77-101, 493, 501
Berkshire Hathaway, 211
Betting systems, 170—180. See also Gambling
The Big Secret for the Small Investor
(Greenblatt), 453
The Big Short (Lewis), 223, 226
Blackjack system, 181-186, 218-219
Black-Scholes option-pricing model, 163,
164, 191-192
Blue button, 289-290
BlueCrest. See Platt, Michael
Blue Ridge Trading, 131, 135, 136
Brazilian interest-rate trade, 235-236, 258
Breakouts, 123—124
Bridgewater, 47—49. See also Dalio, Ray
All Weather Fund, 49
culture at, 59, 70
Principles, 51
Pure Alpha fund, 48—49
trading processes and system, 60—64
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Colm O’Shea on, 13-24, 44, 494
dot-com, 30-31, 33, 43—44, 372-373,
410411, 434
financial bubble of 20052007, 14—24 (sece
also Subprime mortgages/bonds)
gold, 34-35
housing, 392
predicting turnaround, 21
Buffett, Warren, 210-211, 463, 484
Burry, Michael, 248

Business cycle, 74

Call option. See Options

Canadian Natural Resources, 380

Capital One, 233-234

Cap rate, 412

Carry currencies, 14

Casino (film), 184

Casino games. See Gambling

Catalyst theory, 21

Category-based thinking, 49

Celanese, 378, 381

Chinese coal market, 253255

Chipotle, 440

Citigroup, 391

Clark, Steve, 287-321, 490, 491492, 498,
499

Claugus, Thomas, 359-383. 426

Collateralized debt obligaticns (CDOs),
227, 245-252

Commissions, 113—114

Commodity Trading Advisors (CTAs), 36,
104, 113-114, 129-131, 147. See also
Ramsey, Scott; Woodriff, Jaffray

Company conference calls, 390-391

The Complete Turtle Trader (Covel), 266, 269

Computer strategies, early, 172-173

Concept stocks, 393-394

Constraining monthly losses, 500

Contrarian investing, 126, 138, 360, 432

Convertible bond arbitrage, 193

Copart (CPRT), 414-415

Cornwall Capital, 223-225
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Corporate bonds, 23-24

Correlation, 57-58, 70-71, 96-100, 125,
258-259, 276, 501

Countertrend vs. trend methodologies, 130

Credit default swaps (CDSs), 23-24

Credit expansion/deleveraging cycle, 73—74

Credit spreads, 23—-24

Dalio, Ray, 47-66, 493, 500, 502
Holy Grail of investing, 56-57
template for understanding economies,

72-74

Daly, Kevin, 405422

Data mining, 144, 151-153

Davidge, Nick, 386, 396

Deleveraging cycles, 73—74

Delta hedging, 191, 193

Delta neutral hedaing, 191

Depression geuge, 65—66

Discretion=: ~trading, 61-62, 117-118, 262,
264,271, 283. See also Benedict, Larry;
latt, Michael; Ramsey, Scott

Duiversification, 56—57, 70-71, 146,
264-265, 402, 453, 467—468, 500

Dollar General, 438

Dot-com bubble, 30-31, 33, 43—44,
372-373, 410-411, 434

Drawdowns, 60—61, 121

Drexel, 165

Dynamic delta hedging, 191

Earnings yield, 452, 461-462

Eastern European markets. See Taylor,
Martin

EBIT, 412, 461-464

EBITDA, 412

Economics, teaching of, 8

Education reform, 480—484

Efficient market hypothesis (EMH),
161-162, 217, 486, 504

Electronic trading, changes brought about
by, 90-92

Emerging markets funds, 345-348, 356, 378

Enterprise value (EV), 412, 461-462
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Entry size, 320

Equal-weighted indexes, 487

Euphoria, avoiding, 448, 497

Eurobonds, 336

Euro Disney, 316

European debt crisis of 2011, 12-13,
280-281

European sovereign debt, 38

Exchange Rate Mechanism (ERM), 11

Exiting trades, 120121

False breakouts, 123124
Fibonacci retracements, 119
Financial bubble of 2005-2007, 14-24. See
also Subprime mortgages/bonds
Financial crisis beginning in 2007,
43
Colm O’Shea on, 18-28
determining start of, 17-18
Michael Platt on, 270-273
Steve Clark on, 317-318
First New York Securities, 304-306, 423.
See also Balodimas, Jimmy
Fiscal policy, 66—69
Five Corners Partners, LP, 407
Five-phase cycle, 74-76
Flexibility, 321, 490-491
Forward conversions, 456
Forward pricing, 258
Free cash flow (FCF}, 412
Free markets, 156
Fundamental analysis, 114-117, 353354,
386. See also Taylor, Martin
Fund asset size, 421—422
Fund capacity, 154-155
Futures traders. See Commodity Trading
Advisors (CTAs)

Gain to Pain ratio, 225, 262, 288, 386, 406,
513-514
Gambling, 32, 170-173
baccarat system, 186—187
blackjack system, 163, 170-171,
173-175, 181-186, 195-198,
218-219, 496
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compared to investing, 218-219
roulette system, 163, 169, 175-179, 181,
186, 218
Gate provision, 273, 344
Gating, 369-370
Geismar, Michael, 133
Gerard, Ralph, 210-211
Giuliani, Rudolph, 165
Gold, 34-35, 124
Goldman Sachs, 336
Goldstein, Rob, 452, 468
Goodyear, 438
Google, 402
Gotham Capital, 451-452, 453. See also
Greenblatt, Joel
Graham, Ben, 454
Grantham, Jeremy. 239
Great Depresiion, 167-168
Greenblats Joel, 451-487, 493, 500,
203,504
ar cducation reform, 480—484
Miagic Formula, 452, 464
Value and Special Situation Investing
course, 475—477
Value Investors Club, 471-473

Halcyon Investments, 456
Hand, Eddie, 185
Hedge funds, 216
Banyan Equity Management, 78, 80, 100
(see also Benedict, Larry)
Baring Asset Management, 329-330,
339
BlueCrest (see Platt, Michael)
Bridgewater (see Dalio, Ray)
Denali Asset Management (see Ramsey,
Scott)
Gotham Capital, 451-452, 453 (see also
Greenblatt, Joel)
LTCM (Long Term Capital
Management), 16—-17
Manalapan Oracle Capital Management,
385-387 (see also Vidich, Joe)
Nevsky Fund, 324, 340 (see also Taylor,
Martin)
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Hedge funds (continued)
Omni Global Fund (see Clark, Steve)
Princeton Newport Partners (PNP)
(see Thorp, Edward)

Ridgeline Partners, 166
High-conviction trades, 243, 256
Hockett, Ben, 224
Horizon Lines, 415
Host Marriott, 459—460
House, Gerry, 480
Housing bubble, 392. See also Financial

bubble of 20052007

Insurance Auto Auctions (IAAI), 414—415
Intrinsic value, 517
Investment misconceptions, 257-259
Investors, pleasing, 340, 345, 358,

484, 505

James, Bill, 136-137, 149
Jones, Paul Tudor, 141-142

Kassouf, Sheen, 163, 164, 189
Kellogg, Peter, 93

Kelly criterion, 194-198, 214, 220-221
Key3Media, 474-475

Keynes, John Maynard, 9-10
Kimmell, Emmanuel, 182—185

Klein, Joel, 481

Kovner, Bruce, 210

LEAPS, 460-461

Ledley, Charlie, 224

Lehman Brothers, 294, 295

Lewis, Michael, 226-227

Liquidity vs. solvency, 25

The Little Book That Beats the Market
(Greenblatt), 452, 463, 486

Long, Simon, 431

Long Term Capital Management (LTCM),
16-17

Long-term cycles, 69

LTCM (Long Term Capital Management),
16-17
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Macro outlook, 338
Madoft, Bernard, 16, 163, 214-217, 510
Mai, Jamie, 223-259, 491, 493, 503, 505
Brazilian interest-rate trade,
235-236, 258
investment strategy pillars, 255-256
subprime mortgages/bonds, 244-252
Manager selection, 479, 486, 505
Manalapan Oracle Capital Management,
385-387
Market behavior, 502
Marriott, 459—460
Mean reversion, 142, 147-148, 156,
370-371
Measurement Specialties 216
Merger arbitrage, 457
Micron Technology;.439
Milken, Michael, 155, 458
Mistakes, leairing trom, 50-51, 493
Mobius. Ma k, 346
Monthi ieturns, 348, 357-358
Mo zage-backed securities (MBSs),
246-247. See also Subprime mortgages/
bonds
Moscowitz, Eva, 481

Net exposure indicator, 375-376

Net exposure ranges, 340-341, 357,
370-371

Net working capital, 464

Nevsky Fund, 324, 340

Newberg, Bruce, 458

Newport Corporation, 411-412

New revenue sources, 503—504

News, market response to, 502

9/11, 93-94

Nomura, 301-303

Normal distribution assumption, 257

Obama, Barack, 484

October 1987 crash, 22, 83-85, 138,
268-269, 290293, 363-365, 410

Omni Global Fund, 287

Optionality, free, 380-382
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Options, 191-192, 226, 231, 232-242
carry currencies, 14
vs. CDSs, 24
overview of, 515-518
O’Shea, Colm, 3-45, 490, 491, 494, 497, 500
OTC (over-the-counter) markets, 156
Opvernight index swap (OIS), 272

Paramount Resources, 381

P/E ratio, 412

Performance, correlation between past and
future, 478-480, 486, 505

Petrominerales, 380

Petry, John, 473, 481

Planet Money (radio show), 226

Platinum, 124

Platt, Michael, 261-284, 498, 502

Position size, 320-321, 495—496

Princeton Newport Partners (PNP), 162,
164-166, 192—-193, 197, 204-207

Productivity growth, 72

Pure Alpha fund, 48—49

Put option. See Options

QE2 (quantitative easing), 123
Quadrant conceptualization, 4950
Quantitative Foundation, 144—:4C
Quantitative Investment Manazement

(QIM), 134135, 144-145

Ramsey, Scott, 102-127, 498, 501

Random Character of Stock Prices (Cootner),
191

Recessions vs. deleveragings, 73—74

Regan, James, 164-165, 204-206

Related market price actions, 501

Relative Strength Index (RSI), 119, 354

Reminiscenses of a Stock Operator, 7-8

Research in Motion Ltd. (RIMM), 349-350

Return on capital, 452, 463—464

Reversal vs. correction, 36

Ridgeline Partners, 166

Rights issues, 314

Risk and volatility, 259
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Risk arbitrage, 301, 305, 457-458
Risk management, 78, 118, 127, 498-499
Edward Thorp, 213-214
Jaftray Woodrift, 155-156
Joe Vidich, 395-396
Larry Benedict, 100-101
Martin Taylor, 351-352
Michael Platt, 274-276
Thomas Claugus, 373
Risk vs. volatility, 505
RMH Warrants and Low Price Stock Survey
(Fried), 189
Rock Tenn, 371-372
Rohm & Haas, 365-367
Roulette system, 163/ 169, 175-179, 181,
186, 218
Russian financial <risis of 1998, 330-339

Schwagei; Zachary, 424, 429, 435-436,
20S 512

Sehvraitz, Marty, 92-93, 507

Cecondary variables, 148-149, 151

Sentiment, 394395, 397, 401, 426, 429

Seykota, Ed, 95

Shannon, Claude, 174-180, 195

Sharpe ratio, 225

Shaw, David, 150, 208

Short-term trading, 394

Silver, 36—37, 441-442

Singer, Paul, 246

Slavin, Robert, 480

Société Générale, 343

Solvency vs. liquidity, 25

Soros, George, 11, 28

South Korean stock market, 252-253

Soviet Union. See Russian financial crisis of
1998

Spear, Leeds & Kellogg (SLK), 77-78,
92-93

Specialists, 86—87

Special situation investing, 231, 451, 458,
459-461, 467

Spinofts, 459. See also Special situation

investing
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Static hedging, 191

Statistical arbitrage strategy, 166, 199-204,
207-208, 220

Statistical prediction, 144-145

Sticky businesses, 485

Stops, 41-42, 120, 395, 500

Subprime mortgages/bonds, 224, 244-252

Systematic trend-following strategy,
264-266, 273, 284

Systematic value approach, 461-471

TABX index, 251-252
Tangible book value (TBV), 412—413
Tangible common equity, 413
Taylor, Martin, 323-358, 490, 500,
503, 505
Technical Analysis (Edwards and McGee), 188
Technology bubble, 434. See also Dot-com
bubble
TED spread, 25
Thames River Capital Management,
339-340
Thorp, Edward, 161221, 496, 499
firsts achieved by, 163
gambling experiments and strategies,
170-187, 218-219
option pricing model, 191-192
statistical arbitrage strategyy 195204, 220
warrant pricing model, 139--191, 192
Time arbitrage, 485
Time horizons, 36¢.477-478
Time value, 517-518
Trade implementation, 5, 23, 28-29, 494
Traders, hiring, 276279
Trade size, 496. See also Kelly criterion
Trading around a position, 441, 445,
447-448, 495
Trading book rules, 32
Trading pits, changes since electronic
trading, 90-92
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Trading rules vs. guidelines, 39-40

Trading style development, 39—40,
449450, 490

Trend following, 142, 147-148, 210-214,
264-266, 273, 284

Trend-neutral model, 149

Trend vs. countertrend methodologies, 130

Trinity Industries, 391

200-day moving average, 119

Tyco, 428

Value and Special Situation Investing
course, 475—477

Value at Risk (VAR), 40-41

Value investing, 465—46f, 485, 504

Value Investors Club. 47473

Value-weighted indexes, 487

Vidich, Joe, 385 -4(4, 490, 500

Volatility, 51§

Volatility 255 :mption, 258-259

Volatiheyvs. risk, 505

Whrburg Securities, 294
Warrants, 163—-164, 166, 189190,
192, 206

Weighted indexes, 487

Wells Fargo, 460461, 487

Williams, Greyson, 134

Wolfe, Tom, 182

Woodriff, Jaffray, 129158, 499
on data mining, 151-153
on fund capacity, 154-155
statistical prediction research, 144-145

Woodriff Trading, 131-132

Worst of option, 237

XLP index, 239-240

You Can Be a Stock Market Genius
(Greenblatt), 451
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