Worldly Investor

4/10/2000 through 6/14/2000



Whﬂta ép‘dbnq'o_t Hb@ntlma
--castgan e-taller -

T e L P BT R
T
il ﬂﬂk‘:‘rﬁ:&‘l\"k{?ghlbﬁmi

9:11 AM ET 04/10/2000

' - marketglance
l’_.) deluyed quote . ) ) o . T
() reul e quote PREE After the Panic
By Laure! Kenner and Victor Niederhoffer sponsarad by
Columnists
04102000 8:06 AM Dow Jones Industrial A

Editor's Note: This is marks the first appearance of a very '
special addition to the site, a daily column co-authored by
market veterans Laurel Kenner and Victor Niederhoffer.

columnists

industry sectors Kenner is a former Bloomberg editor. Niederhoffer, one of 121234

mutual funds the most colorful figures in the modern markets, for many Dow 1111148

data center years ran a top-performing hedge fund until turmoil in Ha:daq 4340.46

regions Asian markets in 1997 caused him financial disaster. He is ~ 34& 1616.39
the author of the best-selling book Education of a WIADR 1486.04

resources Speculator, and counts among his interests music, EUACR IR 8.71

mﬁﬁ?ﬁ%ﬁesnn electricity, sports and ecology - all of which he draws on Data defayed by 20 m

L——mggg@___ﬁ in his analysis of the markets.

investing glossary sy '

my portfalio Daily Speculations will offer the sort of wide-ranging, T 7 b e R I ‘

online banking offbeat but piercingly insightful observations that only true mﬁ%%%ﬁé@f

wireless center FREE experts like Kenner and Niederhoffer could pull off. Their i

Take the Investment first column is a tour-de-force analysis of last week's

Challenge-Win $500 market mayhem. Check in each morning for highly

educated speculations about the markets’ moves.
newsletters FReE

Morning Financiaf Update

One of the wildest weeks in Wall Street history ended, as
Stocks to Walch K .
Slocks and Marketls Daily uphgavgls often do, with a s}range calm. Thq biggest
Bank Stocks decline in absolute terms, high to low, of all time was
Biotech Stocks followed by one of the smallest weekly moves of the
Blue Chip Stocks © year.

Hidden Vaiue Stocks
High-Tech Stocks

internet Stocks There was a serene and terrible beauty to it, if you didn't

M&A Weekly Wrap happen to lack buying power at the bottom or receive a

Mutual Funds margin call, which brokers were making at three times

Mutual Funds Scorecard the normal rate. The market shook the chips from weak

Quotes of the Week .

Small Cap Stocks operatives and transferred them to the pockets of the

Telecom Slocks strong.

Top Picks

Americas Stocks ; ; el ; "

Ame c4s e h in of Species hen we '

Asia Slocks ‘ As Darwin V\{rot in The Origin of Sp , "When ' “”“ e
Emerging Markets Stocks reflect on this struggle, we may console ourselves with e
Europe Slocks the full belief that the war of nature is not incessant, that vagiseff

no fear is felt, that death is generally prompt, and that the

vigorous, the healthy and the happy survive and
multiply."

Elephants and Schizophrenics

Everyone has his own image to describe what happened.
Some were reminded of natural phenomena: tidal waves,
earthquakes, herds of rampaging elephants suddenly
turning to race back on the same path.
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Psychologist Brett Steenbarger likened the market to a
patient with borderline personality disorder: "The person
experiences oscillating storms of emotion, sometimes
going from extreme to extreme in a matter of minutes

(rage to depression, idealizing a person to denigrating
them)."

The carnage deserves to be memorialized.

Anatomy of a Wild Week

Mardi 31 Close | Week's High | Wadk's Low | Close

Nusdaqg 4573 4504 3649 4446
Dow 10921 11225 10718 IR

S&P 500 Futures 1515- 1543 1433 1529

The market's swings bring to mind the studies conducted
in the mid-19th century by Gustav Fechner, the father of
psychophysics, of "just noticeable differences.” Fechner
measured how intense a physical stimulus must be
before it is perceived. For example, how much salt must
be added to water before it tastes salty?

Our friend and mentor living Redel, the former chairman
and 50-year member of the Comex, developed a market
variant of the concept that has guided many of his
speculations and ours for many years.

Irving's version goes like this: Put somebody into a tub of
boiling water, and he'll jump out immediately. But if you
add boiling water gradually to the bath, the bather won't
notice the difference until he's scorching.

Likewise, if the market goes down violently, the weak
longs jump out — and stocks are ready to rise. If the
market falls the same magnitude in a slow, steady
decline — a point here, two points there — further declines
are in store, as the weak longs are still hopeful. They
haven't even noticed the pain.

We revere Irving, but even his ideas need to be tested.

The Back of the Envelope

From high to low, Standard & Poor's 500 Index futures
fell 110 paints on Tuesday. That was the largest point
drop of all time, exceeding by 28% the 86-point decline
on Aug. 31, 1998, during the Long-Term Capital
Management crisis. The 1998 decline, and the two
previous high-low ranges of that magnitude, on Oct. 19,
1987 and Oct. 27, 1997, all were followed by very
substantial rises in the subsequent 10 days.

Looking back over the past six years of daily data, we
found 19 occasions when the low in S&P 500 futures was
more than 40 points below the high. Over the following
10 days, the contract rose an average of 4%. The extent
of the move far exceeds the usual levels used to
differentiate true phenomena from random fluctuations.
Thus, we can confirm lrving's theory with alacrity.
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Appropriately, because of October's bearish overtones
for stocks, psychophysicists celebrate Fechner's birthday
on the 22nd of that month. Henceforth we will celebrate

any declines of more than 40 points, high to low, as a
Redel Day.

Taking Out the Canes

Readers of our past columns know that one of our
favorite stories, discovered in a book more than a
century old, is how veteran investors take out their canes
in times of panic to hobble down to Wall Street, where
they use their considerable bank accounts to buy good
stocks and quickly realize the gains.

From the comfortable armchair of hindsight, it's easy to
say that Tuesday was a great day to take out the canes.
Y et we wonder whether people weren't a bit to eager to
do so. It seems people have become downright
complacent about taking out canes, and we think they
should be cautious about using them in the future.

A Market Conspiracy?

Our unease grew partly out of an odd confluence of
events at 1 p.m. on Tuesday, when the Nasdaq started
levitating from its historic 635-point sinkhole. First a
White House spokesperson assured the country that the
economy was in fine shape. Then, as if on cue, massive,
ostentatious buying of futures began in the Chicago
trading pit, massive program buying was generated, and
the greatest rally since Oct. 28, 1987, had begun.

A New York Post financial writer saw in this a
collaboration among the government and the biggest
investment houses on Wall Street, aimed at rescuing the
market and the economy. Whether the market's rebound
was engineered by Washington or whether the firms
acted in their own interest, the buying had a very salutary
effect for people who were in over their heads.

All we know is that the market rally suited us, and all the
other investors and speculators out there who were in
over their heads. Next time, however, the cavalry may
not arrive.

Insiders Holding Back

While the market ended little changed, there were, as
always, stocks with spectacular rises and horrible
declines. We like to keep track of what corporate officers
and directors are doing. Almost 100 years ago, Vic and
James Lorie published a study in the Journal of Law and
Economics showing that such trades were particularly
prescient, even though in each case the buyers said the
purchases were done in the routine course of business.

Looking through the week's 10 best and worst in the
Nasdaq 100 and S&P 500, we note only four cases in
which the last insider trade was a buy. Three were
among the top performers: Reebok International (RBK:
NYSE), up 52% , Mattel (MAT: NYSE), and Nabisco
Group Holdings (NGH: NYSE) which received a fourth
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bid from financier Carl Icahn last week. Insiders also
have been buying Nabisco Group's 80 percent-owned
Nabisco Holdings (NA: NYSE), which holds valuable
brands. And there was insider buying of one of the warst
performers, Hartford Financial Service Group (HIG:
NYSE). We will report from the thick of the fray in
coming days as to the predictive value of such activity.

Call to Readers

The market is too complex for any two people, even a
duo like us with a combined age of 100. Knowledge and
abilities are dispersed over a wide range of individuals
and niches. You can make our column the best ever by
sharing your insights. We'll publish your best and credit
you directly or anonymously as you prefer.

And if you elicit a "Wow!" or "Aha!" from us and our
editors, we may send you one of those canes, as soon as
we can conquer the fear of losing all the chips. We
intend to roll around with you, laughing at ourselves and
yourselves as we try to navigate the fathomless,
ever-changing market. But note that the markaet, like the
ocean, will roll along as it has for hundreds of years,
even after the greatest high-low decline of all time.

Speculator's Scorecard
Duys Up/Days | # Daysin | , ~ o ¢
Down Ratio  {Latest Streak| *° S’;T)‘ ge [vo Cll(;ni’gc.(lus(
arpy | (YTD) y3)
Dow 106 . Down 1 1.4% 0.01%
S&P 500 1.19 Up2 3.2% 0.7%
Nusdaq 1.19 Up3 7.5% -10.4%
Europe o 410
STOXX 50 119 Up2 6.4% 2.3%
Nikkei 1.09 Upl 7.0% 1.5%
Dollar/yen 1.13 Down 1 -4.5% 1.3%
Dollar/euro 0.89 Down 2 -5.1% -2.3%
Gold 0.72 Down 3 -3.8% -1.9%
Ot 0.72 Down 2 7.4% -10.6%
Bond Futures 1.52 Up2 9.7% 3.4%
C2¥rNete g Supt | 02w | 00s%
Futures - C . ‘
Bund Futures 1.19 Upl 2.5% 0.6%

Laurel Kenner is a financial writer in New York City.
During her 16-year career, she has reported on police,
politics and aerospace, and most recently headed U.S.
stock market coverage at Bloomberg News.

Victor Niederhoffer is a private speculator specializing in
futures and options trading. He formerly managed money
and hedge funds, and had one of the best records until
turmoil in Asian markets in 1997 caused financial disaster.
He is the author of best-selling The Education of a
Speculator. His hobbies include music, electricity, sports
and ecology, all of which form a foundation for his
scientific speculation.
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Gaming the Wily Nasdaq

By Laurel Kenner and Victor Niederhoffer

Columnists
04/11/2000 8:52 AM

“A favorite device with him was to institute inquiries in the
presence of the crowd around him as to roads and
watercourses in a direction which he did not intend to
take; even to order maps to be prepared, and roads laid
down, as though for instant use. Having thus set every
gossip talking and predicting his intentions, he would
calmly march directly in the opposite direction.” -

-The Life of Stonewall Jackson

Monday's 258-point drop in the Nasdaq, the
second-greatest absolute decline in history, came out of
the clear biue sky to those who were focused unduly on a
possible repeat of last Tuesday's record drop and not
enough on Stonewall Jackson's predilection to surprise.

We're all psychologically tempted to expect the same
thing as happened last time, particularly when the
experience was as vivid as last Tuesday's 635-point rout,
which came one day after 349-point drop.

And that's why an ambush today becomes much less
likely.

Looking back over the last six years, after the previous
six moves of down 5% or more, Nasdaq 100 futures

showed a substantial gain in each case, rising a heaithy
7% just 10 days later. So we should see a good rally in

the very near future. It might start early today, perhaps at

11, after a decline in tribute and fake replication of last
Tuesday's carnage.

Buy the Dips?
(Nasdaq 100 Index 8/10/96 to 4/7/00)

Previous Day Down 2% U
# Days Later 1 2 5 10

AVG 0.6% 0.8% 1.8% 3.1%
OBS 115 115 114 111
STD DEV 2.5% 4.0% 5.3% 6.1%

% POS 63% 63% 67% 69%
Previous Day Down 3% - )

AVG 0.7% 0.8% 2.6% 4.2%
OBS 51 51 50 43
STD DEV 2.9% 4.5% 5.5% 5.5%

N DO &0/ &ane e/ Tens
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Previous Day Down4% . .

# Days Later 1 2 5 10
AVG 1.4% 1.6% 3.8% 5.3%
OBS 22 22 21 21
STD DEV 3.1% 5.7% 6.6% 6.0%
% POS 63% 63% 67% 69%
Previous Day Down 5% SR
# Days Later 1 2 s T
AVG 1.8% 0.4% 4.4% 7.3%
0OBS 7 7 6 6
STD DEV 3.7% 5.9% 9.6%
% POS 57% 43% 67%
Previous Day Down -100% to +100% = - " -
# Days Later 1 2 5
AVG 0.21% 0.31% 1.02% 1.99%
OBS 966 966 962 958
STD DEV 2.0% 4.2% 4.2% 6.4%
% POS 57% 56% 62% 66%

The market is poised at one of those decisive
moments that will ultimately be said to be the key to
its subsequent move. With fear rampant after
yesterday's decline and vivid memories of last
Tuesday in everyone's mind, the remaining market
participants would seem to be relatively stronger.
Many technology companies are about to report
earnings. The path of least resistance would seem to
be up, and this is in accord with the expectations
after big declines reported above, and the turning
points that the market has made on other key

v Tuesdays, such as Oct. 28, 1997, Sept. 1, 1998, and
T Oct 20,1987,

You might think that the market has handed you an
easy way to make money. If Nasdaq issues fall big on
Mondays but then tend to bounce back, it must be
easy street to buy those issues that were hit the most
on Monday, hold for two weeks and reap the profits.

Sounds good, but before unloading this on you, we
thought we might go to the highly unusual step of
actually counting to see if this works. We're not
about to hand in the kind of commonsense,
worthless, unsupported trash that a high school
science teacher would turn back to a hapless student
with a circled red "F" and a scribbled note, "State
your hypothesis explicitly and then report your
observations!!!"

To test, we started by looking at the last four
Mondays when the Nasdaq got creamed: July 26,

2of4 4/11/00 8:57
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1999; Jan. 24, 2000; March 13, 20000, and March T
20, 2000. We bookmarked the five worst performers . =
of each red-letter day, and looked at how they did
over the subsequent two weeks. Disaster. On
average, they were down almost 10%. The
performance of Parametric Technology (PMTC: R .
Nasdaq), one of the dogs on March 20, which Lo
dropped from 25 5/8 to 10 3/4 two weeks later, was S
all too typical. Veritas Software (VRTS: Nasaq)
declined to 111.5 from 142.5 after March 20, when it
only lost 13%.

Particularly disheartening was the five dogs of July
26, 1999: All five declined more than 10% in the
subsequent two weeks, with the worst of all being
CNET Networks (CNET: Nasdaq), down to 31 1/8
from 41 1/2.

We conclude that individual Nasdaq 100 issues that
are killed on Mondays like yesterday are great to
avoid.

For those wishing to be au courant, here is the
rogues' gallery of the five worst performers
yesterday: 12 Technologies (ITWO: Nasdaq), down
21%; Broadvision (BVSN: Nasdaq), down 20%;
Intuit (INTU: Nasdaq), down 19%, VoiceStream
Wireless (VSTR: Nasdaq), down 17%; and Network
Appliances (NTAP: Nasdaq), down 15%.

Of course, the results from buying such companies
are highly variable, and many of these issues may be
great picks, for the near and/or long term. A study
like ours must be taken as a first approximation with
many gaps and much uncertainty attached to it,
especially since only four separate starting and ending
dates were considered. Much better to turn to the
computer for guidance, with its objectivity, its
faimess and its random word generator. Here are its
two modal contributions:

Falling stocks Tuesday
Snow in April melts quickly
Goodbye to profits

Too high, too high the tulips
Tiptoe through the Nasdaq
Sometimes dead will rise again

3 of4 4/11/00 8.57 +
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Speculator's Scorecard
Days GpDeys | D0 T s hangs [ crane
(YTD) (YTD) YTD 10 days)
Dow 1.09 Upl -2.7 1.5
S&P 500 1.16 Down | 2.4 -1.3
Nasdaq 1.46 Down | 2.9 -16
Europe

STOXX-50 1.15 Down | 6.3 -1.8
Nikkei 1.13 Up2 8.9 1.7
Dollar/yen 1.16 Up2 3.9 0.3
Dollar/euro 0.92 Upl -6.0 1.5
Gold 0.74 Upt 2.4 0.6
Oil 1.13 Down 3 1.8 -14
Bond Futures 1.52 Unch 1 9.7 3.4

2-Yr Note
utaros 1.09 Up2 0.1 0.5
Bund Futures 1.22 Up2 33 1.1

Laurel Kenner is a financial writer in New York
City. During her 16-year career, she has reported on
police, politics and aerospace, and most recently
headed U.S. stock market coverage at Bloomberg
News.

Victor Niederhoffer is a private speculator
specializing in futures and options trading. He
formerly managed money and hedge funds, and had
one of the best records until turmoil in Asian
markets in 1997 caused financial disaster. He is the
author of best-selling The Education of a
Speculator. His hobbies include music, electricity,
sports and ecology, all of which form a foundation
for his scientific speculation.
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Columnists Niederhoffer and Kenner
Diagnose the Nasdaq

By Laurel Kenner and Victor Niederhoffer, Columnists

The Nasdagq is sick, but columnists Kenner and NiederhofTer say it's going to get better. E-mail
them at speculators@worldlyinvestor.com.

Tuesday was one of those days that often happens after a wild decline like Monday's. It scared the longs,
it scared the shorts, it pretended to go to the moon, and it threatened to go down through hell. And it
ended almost little changed. '

This kind of thing has been going on for a2 month now, and some of our readers have confided that, well,

it has been getting to them. So we did the only thing we could: We called on a market shrink, Dr. Brett
Steenbarger.

Head Fake to the Downside
Steenbarger, inventor of a one-minute cure for depression, diagnosed the market as suffering from
gambler's desperation, particularly around opens and closes. When Monday ended with a precipitous drop

in the tech stocks and yesterday began with a plunge, traders thought back to the week before. And they
sold.

But that was the wrong thing to do. Just before 11 am, Nasdaq futures reached a low of 3,885; in the
next two and a half hours, they rallied 5.7%.

Of course, by about 3:15 pm, the futures gave up almost their entire gain. By the close, they had
rebounded halfway.

For the record, we think the Nasdaq is due for a rally, and got long Nasdaq 100 futures and Nasdaq 100
trust shares (Amex:QQQ - news) yesterday afternoon.

1of4 4/12/00 8:27
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Our Talented Readers

One of the greatest insights of modern economics is that knowledge is dispersed among the know-how,
taste and abilities of the participants. We quickly learned when we started writing this column that the
best way to discover what's really happening to this ever-changing and complex, fathomless market is to
draw on the talents and communications of our readers.

While we do not expect to win a Nobel prize for this observation, or to solve the problem of calculation
as did Friedrich Hayek, author of The Road to Serfdom, we do endeavor to use your comments to

provide the kind of cutting-edge insights that no duo could hope to accomplish on their own.

Today, we'll give the best of what we've been hearing. Please join us in contributing and reading what we
believe is going to be the best set of observations on the current market of all time by emailing us at
speculators@worldlyinvestor.com. (And there may be a cane in it for you, so you can hobble down to
Wall Street like the old-time investors did and realize profits in times of panic.)

A Market without Conviction

In the old days, observes Mark M. McNabb, a Ph.D. at Virginia Tech University, traders might have used
the phrase **a market without conviction" to describe an oscillating market, but they weren't talking about
5% swings. ~"Now we have a convictionless market that can ruin a quarter's gains in a matter of days."

Perhaps MTV has skewed traders' time horizons, wrote McNabb, an NASD arbitrator as well as a Ph.D.
" A significant set of traders carry no convictions into their trades. Rather, they follow momentum like

dogs chasing the next car that passes by. If your convictions aren't being challenged, then you cannot
concern yourself with the rationality of the moment."

Existential angst has spread even to the far reaches of Glendale, California, where Don Staricka is writing
an Ambrose Bierce-like dictionary of market phrases. We would have thought that nothing could shake a
man who defines ~ Balanced Portfolio" as ' A strategy for breaking even over the course of one's
investment career” and "' Dividend" as ** A booby prize." Yet when we asked Staricka to define the current
market for us, he demurred.

This Market Just Ain't Funny
“It is difficult to adopt a detached, ironic perspective when there is so much at stake " Staricka wrote.
“Investing is a lot more fun when the good companies are rewarded and the flaky companies suffer.

These days the good companies seem to get decimated right along with everyone else (except for Cisco,
of course). My optimism is beginning to fade."

One reader whose optimism has faded already wrote that weak hands who buy on the dips will see gains,
but the market will take everything back and more if they hold too long. “"The Nasdagq is lulling us into
playing bottom picker."

A reader named Bill took the opposite side of that bet. ~*With option expiration coming, next to a holiday
weekend, expect a big rally, Greenspan or not," he wrote, adding that earnings reports will help the
Nasdaq rebound. **We should be looking out eight months to Christmas 2000 and the next great 'chip’
selling season."

Cry Not for This Market
Frank Linet, a Florida trader who turned a modest stake into an admirable one by investing in under-$5

20f4 4/12/00 8:27
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biotech stocks for his mother, took the atomic view, appropriately for his investment persuasion. Frank,
an 800-scorer on the SAT verbal, employs punctuation as a mode of expression, so we preserve it intact.

He writes: ""let us not examine the modern myths and new shamanism breeding existentialism and P.T.
BARNUMswindle... AND instead recall oppenheimer, who looked into the nuclear cloud. cry not, cry
not for the market, FOR SHE is but sleeping and death is discredited by our collective shallow breath...

we are seeing angina bioANGINA b2bANGINA AND analystANGINA. THE DOT COM INVESTOR
IS NO LONGER CALM."

Meanwhile, deep within the stacks of the library of one of our finest business schools labors a student
who scrapes together his tuition money by filing books and speculating in stocks. In making the library his
haven, he follows in the footsteps of game theorist John Forbes Nash, Jr., winner of the 1994 Nobel Prize

in Economics (although Nash was suffering from schizophrenia when he haunted the Princeton University
library, not a need to pay the bills).

We received a missive from this sharp student'\200" we will call him Estudiante Y2K, to honor his request
for anonymity "\200" in the dead of night on Tuesday. He began by noting that the Nasdaq began its
intrepid rise to the stars last October, "*when all were predicting the end of the world," and halted just
after its triumphant close above 5000 one month ago, "' when its rise seemed able to go on forever."

"What a trap," Estudiante Y2K wrote. **Just when the all-clear to enter was given, all hell broke loose."
And this, he said, confirmed an important rule: **The market will do what will confound the most."

Speculator's Scorecard Days Up/Days Down Ratio (YTD)

Days in Latest Streak (YTD) % Change YTD % Change (last 10 days) Dow 1.12 Up 2 -1.8 3.2 S&P 500
1.12 Down 2 2.1 -0.5 Nasdaq 1.41 Down 2 -0.3 -16 Europe STOXX-50 1.19 Down 2 4.2 -4.2 Nikkei
1.16 Up 1 9.6 0.6 Dollar/yen 1.12 Down 1 2.1 -0.3 Dollar/euro 0.89 Down 1 -4.9 -0.1 Gold 0.73 Down
1-22090il 1.16 Up 1 3.9 -11 Bond Futures 1.46 Down 1 8.6 2.3 2-Yr Note Futures 1.13 Down 1
0.03 0.6 Bund Futures 1.18 Down 123 0.6

Laurel Kenner is a financial writer in New York City. During her 16-year career, she has reported on
police, politics and aerospace, and most recently headed U.S. stock market coverage at Bloomberg
News.

Victor Niederhoffer is a private speculator specializing in futures and options trading. He formerly
managed money and hedge funds, and had one of the best records until turmoil in Asian markets in 1997
caused financial disaster. He is the author of best-selling The Education of a Speculator. His hobbies
include music, electricity, sports and ecology, all of which form a foundation for his scientific speculation.

Go to www.worldlyinvestor.com to see all of our latest stories.

More Quotes and News: NASDAQ Stock Exchange (AMEX:QQQ - news)

Archive: Daily Speculations archive

B I Search News  Help

4/12/00 8:27



1of4

i e

worldlyinvestor.com

.

O -delayed »quv(A)te.,
O real time quote FREE
K Osymbol loolmp ;

Emerging Markets Inside
Paul Merriman e, |
Mutual Funds FAQs 2

European Stacks

B

William L. Valenti

. Laurel Kenner
. pPgerng B
'DAILY, SPECULATIONS

SR GUIE S A

Selling Spreads Like a Disease

By Laurel Kenner and Victor Niederhoffer
Columnists
04/13/2000 8:27 AM

Just 24 trading days ago, during the March 10 session,
the Nasdaq touched a high of 5,132, up 24% on the year.
Wednesday, it closed 27% below that nadir, in the
process dropping into negative territory for the year.
What happened?

We've been ready for a rally for a couple of days now.
Having made blunderbusses of ourselves yesterday with
a call for a Nasdaq rally, only to see the index have its
sixth-largest decline ever, we turned to science for
insight about what might be causing the delay. (For the
record, we're still long Nasdaq 100 futures and Nasdaq
100 trust shares (QQQ: Amex).

Spreading Like Disease

We live in an age where units of information -— or
memes, as scientist Richard Dawkins calls them —
propagate through the economy at Internet speed to
capture the decision-making apparatuses of market
participants. The memetic spread of optimistic piays on
B2B, genomics, Internet infrastructure and wireless drove
the Nasdagq past 5,000. And now, a "sell" meme is having
its way with technology shares.

Memes are like diseases; they're catching. But certain
conditions must be present for a really rousing epidemic,
according to those who study such matters. Aside from
plenty of opportunity for exposure, the main thing is that
the originators of the infection be good at transmitting the
disease. If they're effective, statisticians call them
"connectors."

In The Band Played On, the book about the early days of
the AIDS epidemic, Patient Zero was a connector. In
other areas of life, connectors are the kind of people
whose persona makes other people listen to them. Paul
Revere was a connector, because he was an incredibly
well-connected person and people listened to his
warnings about the approach of the British and acted.

Connectors can cause upswings in stocks, as participants
catch their ideas, act on them and communicate the
meme to others. But they can just as easily cause
downturns. When a connector changes his or her
opinion, the decline in the recommended stock or sector
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follows the same path as its rise.

The Three Coughers

We will concentrate on the connectors who spread the
idea that the Nasdaq rally was over, a rogue's gallery of
three — Federal Reserve Chairman Alan Greenspan,
President Bill Clinton and Goldman Sachs investment
strategist Abby Joseph Cohen.

It started with Greenspan. On Thursday, Feb. 17, with the
Nasdaq up 102% in the previous 12 months, the Fed
chairman said in Humphrey-Hawkins testimony to
Congress that the astonishing rise in stock prices might
lead to supply-demand imbalances. The statement was
immediately dismissed as a crackpot theory, and didn't
immediately affect stocks. Fifteen trading days later,
though, the Nasdaq peaked, one day after closing above
5,000 for the first time.

Next came Clinton. On Tuesday, March 14, he said
government "must ensure that the profits of human
genetic research are measured not in dollars but in the
betterment of human life." Biotechnology stocks, the
stars of the new miliennium, collapsed.

The next cough came from Cohen. For the first time
since January 1999, Goldman Sachs's bull market icon
recommended that investors reduce the percentage of
assets they invest in stocks.

"We think technology is a fine place to be, but we don't
want to be overweight there any longer,” she said on
CNBC. (Cohen had said back on Feb. 14 that S&P 500
computer stocks were no longer "grossly undervalued,”
and recommended financial, basic materials and real
estate companies — but that was pre-Greenspan, and her
words didn't stick.)

Bearish Market Call Fuel Fire

Because Greenspan, Clinton and Cohen were effective
in spreading the "sell" meme, events that might not
otherwise have been noticed have raged through the

-market like a wildfire driven by a Santa Ana wind.

Wednesday, Rick Sherlund, a Goldman Sachs analyst
who distinguished himself with two embarrassingly wrong
calls on Microsoft (MSFT: Nasdaq) in 1995 and 1997,
managed to send the stock down 5.4%, and the Nasdaq
down 7.1% to boot.

Sherlund said he had spoken with Goldman's personal
computer and semiconductor analysts and learned that
PC sales had been slow in January and February. What,
he's just now checking?

And Merriil Lynch's Richard McCabe, another seer who
has been chronically wrong, was partially credited with
the Nasdaq's 5.8% decline on Monday. McCabe, a chart
reader, said in January 1999 that the Dow would be little
changed or post madest gains that year, ending between
9,000 and 9,500.
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Instead, the average closed at a record 11,497, a 27%
gain. He predicted a possible 25% decline for 1998,
saying US stocks had never in the 20th century posted
four straight years of 10%-plus gains. The Dow finished
1998 with an 18% gain. Why would anybody believe him
now? But Wednesday, what McCabe said stuck.

The best example of all, though, is how the Nasdaq
managed to work itself up to its biggest intraday decline

ever on April 4 over an antitrust verdict that everyone in
the world had been expecting.

The following table shows who said what when.
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One method we've developed to be early in the meme
transmission chain is to construct our own indexes of
highly infectious ideas. We concentrate on the first letters
of the company's name, particularly names beginning
with X, Z, Q and Gene (but not General). We will be
reporting the results and methodology in future columns.

For the present, note that stocks beginning with the letter
X seem particularly able to prosper in our meme-based
society. Without in any way recommending these stocks,
we note that the current members of our indexes are
Xilinx XLNX: Nasdaq), Xicor (XICQ: Nasdaq), Xceed
(XCED: Nasdaq) and Xircom (XIRC: Nasdaq).

Clearly, those who act on a meme early are the likeliest
to profit. But all too often, the public comes into the fray
to buy near the top, and they exit in droves near the
bottom. A broker of our acquaintance has his own name
for the latter phenomenon: "Just sell Everything.” It is, he
says, an infallibly bullish indicator.
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Laurel Kenner is a financial writer in New York City.
During her 16-year career, she has reported on police,
politics and aerospace, and most recently headed US
stock market caverage at Bloomberg News. Kenner owns
shares in Xilinx.

Victor Niederhoffer is a private speculator specializing in
futures and options trading. He formerly managed money
and hedge funds, and had one of the best records until
turmoil in Asian markets in 1997 caused financial disaster.
He is the author of best-selling The Education of a
Speculator. His hobbies include music, electricity, sports
and ecology, all of which form a foundation for his
scientific speculation.
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ourselves often, hopefully with a good stomach:

What a trade we highlighted Wednesday, buying Nasdaq
futures at the close on Tuesday before yesterday's 7%
decline. 1t brings to mind the image of mighty Casey
coming to bat and striking out with the bases loaded, or
at least Ralph Branca coming to pitch in relief for the
1951 Dodgers and giving up a three-run homer to Bobby
Thompson to lose the playoff.

What a way to start.

hallenge-Win $500

Let our bad trade at least be held up in the world of
infamy so that readers will know that there is no such
thing as an easy way to riches, and that all the statistics
in the world won't do much to stand in the way of a
freight train when it gets rolling. START
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“" Hidden Value Stocks Vic's father, a cop, always used to remind him that the : WITH AS ufr
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morgue had more stats on them from the Morning
Telegraph than Vic did on the computer. Let the reader
beware. ,
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:.,:; Europe Stocks

4

Qur trades have much uncertainty and considerable
margin of error attached to them, as do forecasts from
anyone else. Under no circumstances should anyone
follow a trade mindlessly without bearing in mind the
50% probability that the trade wiil be wrong, sometimes.
horribly so.

High Rates. No Fe

For those who are interested, we are still long Nasdaq. In
fact, we bought some more Nasdaq 100 futures
limit-down Wednesday. There were eight days in the last
six years when Standard & Poor's 500 Index futures
declined more than 40 points. In seven cases, the
declines were followed by substantial rises one day later,
with the overall expectation being up about 3%. (The
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active S&P contract fell 42 points yesterday.) We're still
a believer in technology and growth, and we have the
canes close at hand for hobbling down to Wall Street to
buy.

Considering how wrong we've been to date, the reader
response has been very forgiving. Since we've received
a few dozen responses to Wednesday's piece on how
readers are reacting to the Nasdaq, we're on the right
track by transmitting their wisdom. The letters to the
editors section, I'm told, is always the best read, and we
received enough good material for a month.

Laurel Kenner and Victor Niederhoffer
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We Hold These Market Truths to Be
Self-Evident

By Laurel Kenner and Victor Niederhoffer

Columnists
04/14/2000 8:15 AM

At a time like this, the market needs laughter to stimulate
the immune system and ward off the bad germs that, like
evil bears, have invaded the market system.

To paraphrase Winston Churchill's advice to young
people in My Early Years:

“Raise the glorious flags again, advance them upon the
market bears, who constantly gather upon the front of the
human army, and have only fo be assauited to be
overthrown. Don't take no for an answer. Never sell your
longs at the bottom. Never submit to failure. You will make

all kinds of mistakes; but as long as you are generous and

true, and also fierce, you cannat hurt the world or even
seriously distress her."

The past two days of declines brought the Nasdaq
Composite Index into its worst slump since October
1987. The index is now down 40% from its March 10
intraday high, and plenty of people who bought at the top
are looking at even bigger losses in individual stocks.

We approach the market from a systematic perspective,
and so we keep journals for recording observations,
following the example of explorers and scientists. Our
journals have a special place for entries we call
Guaranteed to Happen, for speculatars at their most
hapless and the market at its most horrible.

It's guaranteed to happen, for example, that after a big
market decline, your favorite commentator will have the
perfect armchair explanation for why it happened.

Today, this one from Steve Stigler, chairman of the
statistics department at the University of Chicago and
author of the magisterial treatise, Stafistics on the Table
is too good to pass up.

Stigler, like many others we've been hearing from, says
he's buried in taxes. It's a Guaranteed to Happen cycle,
he says: Sell stocks to pay taxes; get capital gains and
even higher taxes. Sell even more stocks to pay taxes on
the capital gains.

.
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"l suspect this is responsible for at least a part of this
week's dip," Stigler wrote.

Reader Judy O. confirms his suspicion. "While the
market was descending, | was writing checks for federal
and state income taxes, FICA, and quarterly estimated
2000 taxes. Don't suppose anyone else was selling
stocks to pay the taxman, do you?"

fn 1999, 1997 and 1996, there was a substantial decline
going into the week before the dreaded April 15 date.
The entire decline was reversed in the subsequent week.
So there's a glimmer of support for this liquidity-driven
theory. A dying man clutches at straws. We're still
bullish, and still long Nasdaq 100 futures and QQQ
(QQQ: Amex), a security that tracks the Nasdaq 100.

Fortunately, the tax selling may be over today.
Unfortunately, this morning's Consumer Price Index
report brought us a new Guaranteed to Happen for our
journals: When a Fed official announces offhandedly in
response to a question on Thursday that "Inflation is
under control,” as Alan Greenspan did yesterday, it's
guaranteed that the inflation report the next day will show
prices rising twice as fast as expected.

Also Guaranteed to Happen
Here are some other Guaranteed to Happens from our

journals that brought forgotten lessons to mind and seem
especially pertinent now:

When the market opens way up and the public's buying,
they're likely to end up on Skid Row by the end of the
day.

The smallest holding in your portfolio will show the
largest percentage gain in your favor, and the largest
holding will be the ane that's down the most.

When stocks have had a big run-up and people finally
work up the courage to buy, they'll scon be spending
time wondering when their stocks will come back.

If you're a bit overextended, you'll find yourself still
looking at the screen after the close in expectation that
the prices will change back in your favor.

When you pick up the phone and hear your broker
saying, "You were filled at your price, sir," you know
you're in trouble.

One week after the market sets a new high, the
percentage of optimism among investment advisers will
climb, and pessimism will increase after a decline.

Whenever the Internet stocks are way down on a Friday,

the amount of mating that takes place over the weekend
will drop by 50%.
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The bonds and stocks will go in the same direction four

days in a row, and then when you play it the fifth day,
they'll wildly diverge.

When a stock has a strong move against me at the close
and | hold it, knowing that it was just random sell orders
in an illiquid market that caused the decline, it will
invariably open down 5% against me the next morning
on news reports that analyst X issued a sell

recommendation to his Internet clients in the late
afternoon.

A stock owner who constantly takes small profits will lose
all his money. It's the same thing with the gambler who
tries to take the casinos for one or two chips on each
series of play. The casinos and the brokers love such
customers, because they know that the player's winnings
are limited and that the house edge will ultimately grind
the player into total loss.

Readers, now is the time to submit your Guaranteed to
Happens. You are the experts out there. You have the
funniest and most salient market tells, and the market
needs laughter right now to right itself. Search your
notes. Dust off the best thoughts. You have nothing to
lose but your frown. Share them with other poor souls
and the young at heart out there. And there's a cane iniit,
to ward off the market decline, for the five best
submissions.

Speculator's Scorecard
Days Up/Days | # Daysin
Down Ratio = |Latest Streak
. - (YTD) (YTD) |
“Dowr |lpe 106 i |- Down 2 [ries.0 s o
S&P 500 . 1.06 - | Downd..|s.
Nasdaq: .- 132 00 Down 44 |-
" Europe _. I

STOXX-50. -
Dollar/euro -
- o Nikkei . e )
~Dollarfyen ... |5
'~ Gold L

0l
Bond Futures -

+2-Yr Note.;
2. Futures -

. Bund Futures | .:*

% Change |% Change (fast
o YTD o] 10 days)

Laurel Kenner is a financial writer in New York City.
During her 16-year career, she has reported on police,
politics and aerospace, and most recently headed US
stock market coverage at Bloomberg News. Kenner owns
shares in Xilinx.

Victor Niederhoffer is a private speculator specializing in
futures and options trading. He formerly managed money
and hedge funds, and had one of the best records until
turmoil in Asian markets in 1997 caused financial disaster.
He is the author of best-selling The Education of a
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roken Rules, Shattered Expectations

b smart
By Laurel Kenner and Victor Niederhoffer sponsorec XY BELLIN
Columnists .
04/15/2000 9:34 AM Dow Jones Industrial A'
If you can meet with triumph and disaster i

And treat those two imposters just the same,
You'll be a Man, my son!
— Rudyard Kipling

112 1 2 3 4

Every rule on the stock market was broken last week. Dow 10308.77

Nasdaq 3321.28

Buying after panics didn't work. &P 1357.31

WL ADR 1317.03

Buying on interest-rate declines didn't work. 0¥ Te 578
Data delayed by 20 mi

Buying on a Friday to play the odds for a favorable
government economic report didn't work. .

SARGTR PSR
Buying at resistance levels didn't work. Bl ﬁ%ﬁé

Buying good stocks didn't work.

The one rule that was not broken this week was the
principle of ever-changing cycles invented by Robert L.
Bacon. In Secrets of Professional Turf Betting, Bacon
wrote:

"The crazy gambling urge and speculative hysteria that
overcomes most players (makes losses) an certainty. But
if the public play ever did get wise to the facts of life, the
principle of ever-changing cycles of results would move
the form away from the public immediately.”

Bacon was talking about betting on horses, but the
principle is even truer for stocks. When you get
accustomed to making money a single way, too many
people barrel in. They bull stocks up to unprecedented,
unjustified levels, and when they run for the exits, the

devil take the hindmost. i e-husine

That said, we don't share the glee of the bears. We found
their snarls on Friday horrible and unseemly. As one
veteran bond trader said: "The economic gurus are even
now calling for a 50-basis-point rise. We think it's psychic
revenge for having missed for themselves and their
clients the biggest bull market in history."

caunt

What hideous joy abounded on Friday: punishment had
finally come to the upstart innovators. How dared the

4/17/00 7:49.



20-somethings attempt to make millions on good ideas,
the Warren Buffetts asked in their computer-less offices.
And how dared those who couldn't meet the minimum for
opening a white-shoe brokerage account presume to
trade stocks in their little online accounts?

The old regime has had its ugly laugh. We hope it
doesn't last. And may all of us come out of this month
wiser as well as poorer.

As Christy Mathewson, whose three shutouts for the New
York Giants in the 1905 World Series still stand as a
record, said: "You can learn little from victory. You can
learn everything from defeat."

It Had to Happen

From the armchair of perspective, it had to happen.
People were too comfortable after the miraculous rally at
1 p.m. on April 4, when the Nasdaq rebounded from a
575-paint loss. When the market retested those lows
today, it created panic. And then trend followers, delta
hedgers, margin liquidators, chart watchers and fearful
ones just joined the stampede. :

Because no brokers were around to stem the online
exodus, this became another chapter in the book on New
Economy investing, wrote reader Mark M. McNabb,
Ph.D.

The net result: A week of five consecutive declines for
both the Nasdaq and the Standard & Poor's 500 Index.
The Nasdaq's 25% drop this week was the greatest
weekly loss in its 29-year history. The Dow's 618-point
loss was the worst point decline of all time. The S&P 500
ended the week 10.5% lower.

Just two weeks ago, at the end of March, the Nasdaq 100
June futures touched a high of 4,488. That was 47%
above a close of 3,050 on Nov. 30, before the December
run-up. The contract's close of 3,217 on Friday, 65 points
above the day's low of 3,150, gave up the entire 47%
gain.

Stocks that had traded above $200 in March closed
below $100 on Friday. Xclera.com (XLA: Amex),
Commerce One (CMRC: Nasdaq) and Human Genome
Sciences (HGS!: Nasdaq) are just a few examples.

No Other Time Like This One
There's hardly a precedent for this.

If we use 1987 as a guide, the wealth's disappearance
may affect the economy, at least in New York. In
Manhattan, streets were emptier than usual last night,
and it was unusually easy to find a table at a restaurant.
People spoke of their tax bills and their stocks in the
same breath.

" owe $8,000 on my estimated tax, but now | can't sell
my stocks, so I'm in trouble,” a young woman said as she
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waiked along Broadway on the city's tony Upper
Westside. People shopping for apartments asked sellers

whether the market crash would affect real estate values,
as happened after the 1987 crash.

The decline has already affected individuals' lives. A
friend who made a million by carefuily picking biotech
stocks says he'll have to look for a day job now. People
who bought on margin are in even worse shape, he
added. "Spoke to a friend from New York City who had to
borrow from his life insurance policy and is still $75,000
short."

Buying Opportunity?
Even if the vicious cycle isn't over, it's a good time to
recall that 1987 was a great time to buy stocks.

The question is when and how.

The Chicago Board Options Exchange's Volatility Index,
which measures expectations for changes in options
prices, closed at 39.33 Friday, the highest level since the
above-40 readings in October 1998, when Russia's debt
default brought the world's financial system perilously
close to collapse. For the past few years, a reading of
above 30 has been a buy signal. But in this new market,
the reliability of the indicator is untested.

Looking at individual stocks that showed strength amid
Friday's decline yields few insights. All but 13 of the S&P
500 fell. And four of the winners were gold stocks, a
phenomenon that since the inflationary 1970s is seen
only in times of the greatest fear.

Today's carnage was too great for two people to extract
the full monty of meaning, but our readers weighed in
with great wisdom.

Paul Lewis of San Francisco responded with Churchillian
grandeur to the assault of the bears. "l sold my GE (GE:
NYSE) and Goldman Sachs (GS: NYSE) today... to hell
with the financials. | live and die with tech," he wrote
Friday morning. "It is MY business. | bought a TON of
SUN (SUNW: Nasdaq) at dawn, and if that sun sets, then
my whole game falls where the sun doesn't shine."

He added: "I made a bunch by buying The Day After in
October 1987. | will be buying by this quarter's end, and
living to jig, not hobble, again. Take that to the streets."

(For the record: General Electric closed 3.7% lower on
Friday and Goldman fell 13%. Sun Microsystems fell
1.6%.)

We found some sustaining thoughts in the Rudyard
Kipling poem If. A search engine yielded 16 different
Web sites where this poem is posted. Here is one:
http://www.newtrix.com/poems/rk-if.htm.

Laurel Kenner is a financial writer in New York City.
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During her 16-year career, she has reported on police,
politics and aerospace, and most recently headed US

stock market coverage at Bloomberg News. Kenner is
long Human Genome Sciences and Commerce One.

Victor Niederhoffer is a private speculator specializing in
futures and options trading. He formerly managed money
and hedge funds, and had one of the best records until
turmoil in Asian markets in 1997 caused financial disaster.
He is the author of best-selling The Education of a
Speculator. His hobbies include music, electricity, sports
and ecology, all of which form a foundation for his
scientific speculation.
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Plckmg a Place to Get In

By Laurel Kenner and Victor Niederhoffer
Columnists
04/17/2000 8:31 AM
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The best trade by far that the smartest man we know in
investments ever made was to buy one contract of
Standard & Poor's 500 futures on Oct. 19, 1987, and roll
it forward to the present.

?

td

}
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The profit of that Brooklyn math whiz, now a managing

director at one of the big investment houses: .

approximately $500,000, on a $100,000 commitment for

- which $10,000 margin was required.

& resources,;;,!‘fW ;

%:imortgage centerlRAA i 3E 1t is not unlikely that investors who take a similar
e %id approach at the right time today will achieve similar

returns.

How and When to Jump In
That said, the key question is when and how to follow in
his footsteps.

First and most important, an investor should never be in
over his head. While we believe that today is an ideal
time to buy, investors should always sell down to the
sleeping point, so that their crucial values and life
choices can be achieved regardless of what happens to
the market in the next few days.

Investors who are not yet committed might consider
buying a favorite mutual fund, or the S&P 500 or Nasdaq
100 trust securities sold on the American Stock
Exchange (SPY: Amex or QQQ: Amex). Some might
wish to buy a big down open. Others might wish to piay
for margin liquidation at 11 a.m. Others might wish to
hold off until 1 p.m. or the close, until those fearful of a
repeat of the recent routs have exited, leaving the
market in much stronger hands. Some might want to buy
one-quarter at each of those times.

The market has tended to go up over the last 100 years
by 10% a year. Compounding and risk payments make
us prefer growth to value.

The situation is too dynamic, and each individual's
personal situation is too diverse for any two
commentators to provide more specific guidance here.

Picking Change over Stasis
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in our first article together, published on another sitein ¢
the first month of the new millennium, we wrote that turns
of centuries and decades often bring changes of style in
art, culture and markets. We pointed out that years
ending in zero have been bearish, and we noted that in
the year 1899, there had been a horrible crash that left
the market healthier. We said it was worrisome that such
a crash had not yet happened.

But now that crash has occurred. Standard & Poor's 500
Index futures have taken their biggest three-week decline
since 1987. The Nasdaq had its worst slump ever on
Friday, and took just five weeks to erase a 51% rise that
began in December. The decline, whether in absolute,
percentage or psychological terms, is quite comparable |
to the crashes of Oct. 19, 1987, Oct. 27, 1997, and Aug.
31, 1998.

You don't have to be a great statistician to appreciate
that the moves subsequent to those crashes were
fantastically bullish. The one major difference in the
environment that we can see is that interest rates were
troubling in each of those three previous episodes.

Before the 1987 crash, interest rates had risen from 7%
to 9% in the previous three months, while stocks rallied.
Today, the situation is exactly the reverse. Treasury
bond prices have risen almost 10% already this year, and
the yield is well below the crucial 6% bugaboo. You don't
have to be a great economist, or a leading guru at an
investment house, to know that such a drop in rates
increases the value of stocks by 15% to 30%.

We also note that tax selling is over, and the two weeks
after April 15 have been intensely bullish in recent years.

Overnight Indicators

The U.S. S&P 500 futures market opened down a good
2% overnight, pretending to replicate Oct. 19, 1987, and
last Friday. Stocks in Asian markets plummeted as much
as 10%. But then, following a down open in Europe, there
has been a gradual grinding, heart-warming rise in S&P
futures, as we write, to close to unchanged in the U.S.
The moves were similar in the Nasdaq, with the contract
opening down 3% and then steadily moving up.

The main bearish case that seems to permeate the
Street is that the new holders of mutual funds and online
trading accounts have never experienced a decline like
this, and unlike their more seasoned and well-heeled
counterparts, they're likely ta throw caution to the winds,
seiling at any price amid the eye of the storm. We feel
that there is no reason to expect that the dynamic new
investors are any more prone to panic than mutual fund
managers, or today's delta-hedging reincarnations of
1987's portfolio insurers.

The other bearish argument is espoused by the stasis
boys, as Virginia Postrell might call them. Postrell, in The
Future and Ilts Enemies, drew the battle line between
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stasists, who fear change and desire control, and
dynamists, who embrace innovation and competition. In
this case, 70-year-old stasists are complaining that the
average price-earnings ratio has moved to a level
considerably higher than they knew in their primes.

Men in their 70s with great power or wealth are always
due respect. At least they are always treated gingerly by
their counterparts, by the second-hand transmitters of
information in the press, and those in the market who
depend on them for profit and advantage. But their
arguments are totally without merit.

They've been making these arguments since Dow 2,000,
and along the road to the present levels the same such
doubts were equally applicable. The doubts fail to take
account of rational expectations and they fail to take
account of the tremendous decline in interest rates. Most
important of all, they fail to take into account the
elementary laws of compounding. The average stock
bought at the beginning of the 20th century and held 100
years has returned approximately 10 million percent,
including reinvested dividends. :

The naysayers point to the high price-earnings ratios of
certain selected Nasdaq issues versus the rust-belt steel
distributors and iron miners that they cut their teeth on.
But it's warp-speed computers and increases in longevity
that are going to determine our future, not pig iron ratios.

Politics to the Rescue?

When you're talking about thousand-fold increases in
earnings for growth companies, of what possible
significance is it to compare their P/E multiples with
those of standard rust-belt companies? But what can be
expected of men who are greeted by reverential
applause and awed silence when they proudly boast that
they can not work a fax machine nor operate a
fawnmower, although they grew up, in some cases, in the
heart of the Corn Belt itself?

There is also a crucial political factor that even small
people and non-insiders like us and our readers can
grasp. The last thing that the powers that be wish to see
in an election year is a stock market rout. Kindly don't be
surprised if in the near future that secret Washington
group formed to deal with market panics, and/or a key
Beltway or Federal Reserve insider, comes out with
some euphoric, equilibrating utterance.

Writing after the panic of 100 years ago, even before any
of the cicerones alluded to above were born, the weekly
Commercial & Financial Chronicle, the Barron's of its
day, concluded:

As the penalty of a reckless speculation never can be
escaped, it may truthfully be affirmed that we are really
better off today than we were 12 months ago. Then we
had our troubles ahead of us. Now we have them behind
us. And if we heed the lessons which this experiences
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teaches, they will not return to plague us during 1900,
especially as our industries continue in a highly
encouraging state."

Hear, hear.
.- Speculator's Scorecard .\
Days Up/Days { #Daysin |, °
Down Ratio  |Latest Streak % \C,}’}ag ge |% (l:ga:uge (last
ot | (D) N0 days)
Dow 1.03 Down 3 -10 56
S&P 500 1.03 Down § -7.6 9.4
Nasdaq 1.28 Down 3 -18 . <27
-Europe oo . - . o
STOXX-50° : 1.14‘ o . ‘Down 1. L1, Ea b ‘-5.2 S
Dollar/euro o092 e Upl ] 44 - 0.7
Nikkei . 1.06 - 1o Down3, |un 0.4 - 1T
Dollar/yen s 1.03 1.1 -14 o
‘Gold 2 1.77.076
Ol e W18
Bond Futures -
. 2-Yr Note .,
" Futures:
Bund Futures.

Laurel Kenner is a financial writer in New York City.
During her 16-year career, she has reported on police,
politics and aeraspace, and most recently headed US
stock market coverage at Bloomberg News.

Victor Niederhoffer is a private speculator specializing in
futures and options trading. He formerly managed money
and hedge funds, and had one of the best records until
turmoil in Asian markets in 1997 caused financial disaster.
He is the author of best-selling The Education of a
Speculator. His hobbies include music, electricity, sports
and ecology, all of which form a foundation for his
scientific speculation.

At the time of publication, Kenner was long QQQ and
Niederhoffer was short S&P futures, net short in options,
but long in individual stocks.
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Tuesday, Tuesday

By Laurel Kenner and Victor Niederhoffer

Columnists
04/18/2000 8:21 AM

You're Tuesday

Yaou're the day I fear
You're Tuesday

You're a racketeer
You're a big down day,
A flap on Broadway

A halfway house

You're bad foresight

A sleepless night
You're an angry spouse
(After Cole Porter's You're the Top)

;;;’%brokgrage centerpikaz Oae .
Fhinvestin S = All eyes will be focused on the stock market's moves
smy 33 s ke today in fear of a repeat of Tuesday April 4, when the
online banking; iR i Nasdaq dropped 635 points from high to low and then
loss C,L,e[,i': pietiaad  retraced all but 75 of them in an eerie premonition of last
r—— Friday's rout. ’

During the last year, Tuesdays in fact have been
particularly bearish, dropping an average of five S&P
points from close to close.

But this is counterbalanced by the tendency the market
has to rally after big one-day bouncebacks similar to
yesterday's.

igh-Tech Stocks .

nternet Stocks Breaking out the Canes
Vic had his cane at hand yesterday, out of necessity. He
R keeps one partly in honor of the stock market veterans of
Mt‘ji)“a' F‘;’;t‘:s \ilc"'ecar 100 years ago, who got out their canes in times of panic
g__@;o__e_g; to hobble down to Wall Street and buy good stocks. He
also has a bad hip and often is relatively immobile during
the day. The cane helps him buy during panics as well as
get to his regular chiropractic sessions on Tuesday
afternoon.

Stockstjizs 5
YEmerging Markets Stgg_}%ﬂ"
Only problem is that four of the last five sessions have
had to be canceled due to virulent market declines.

The virulence brings to mind Gaia, the name the old
Greeks used for the earth goddess. The goddess was
gentle and nurturing, but also horribly cruel to anyone
who did not respect the harmony of her existence.

As the Gaia market moved in all its glory yesterday, it
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scared the longs out at the 7 p.m. Sunday open, dropping
a few percent and thereby ruining romance for many
market participants.

Shaking Things Up

Then it went up, while most were having nightmares and
unable to take part in the rally. It opened exactly
unchanged on Monday, so that those who like to reverse
openings would have no clue.

Then it gave the weak longs a little hope by rallying a
percentage point or two.

No sooner did the breathing become deeper than it took
the breath away and stopped the heart by dropping a
quick 3% to down eight S&P points on the day.

Having done its worst, it rallied a spectacular 4% from
the lows at the close.

At the lows, we are happy to report that our message
boards started flashing with the words "cane" and
"hobble" featured prominently and positively.

Let us hope Vic will be able to use his cane to get to his
chiropractor appointment today after the close, rather
than as a crutch to beat up the market.

Today began with the kind of fear that often lingers after
a horrible calamity has been witnessed. After holding
relatively stable in sympathy with nice rises in early
European markets, S&P 500 futures dropped 1% as
enthusiasm waned. But just as the earth quickly returns
to nurturing after an angry outburst, large Tuesday
declines at the opening after big rallies often prove to be
ephemeral. As we write, S&P futures are rebounding
from the lows.

Readers React

As always, the insights of our readers are useful and
riveting. Today, they fall into two camps. From the bullish
side, Luis Avila of Atlanta says he will "live or die as a
speculator in this one." He is heavily leveraged by
choice, holding just one tech stock. He sees the market
as a constantly expanding entity, with the supply of funds
available for investments increasing relative to the
supply of stock. Thus, this is the ideal buying opportunity.

From the bearish camp comes caution from Mark
McNabb, a Virginia Tech University professor. "It's the
long path upward investors need to wait for, not the
dramatic reversal from this fear," McNabb writes. "But
long-term, I'm my usual optimistic seif."
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Laurel Kenner is a financial writer in New York City.
During her 16-year career, she has reported on police,
politics and aerospace, and most recently headed U.S.
stock market coverage at Bloomberg News. =~

Victor Niederhoffer is a private speculator specializing in
futures and options trading. He formerly managed money
and hedge funds, and had one of the best records until
turmoil in Asian markets in 1997 caused financial disaster.
He is the author of best-selling The Education of a
Speculator. His hobbies include music, electricity, sports
and ecology, all of which form a foundation for his
scientific speculation. '
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After Historic Gains, Crystal Ball
Grows Cloudy

By Laurel Kenner and Victor Niederhoffer

Columnists
04/19/2000 8:13 AM

Responding to the dynamism and resilience of those who
envision a heroic future for life, the stock market has just
completed one of its greatest two-day gains ever, right
after one of its worst one-day declines.

Good vibes from every stream on every mountain of the
market poured their beneficent sustenance into the
almost $1 trillion in wealth that the market just achieved.

Only a humble genius like Cervantes through the noble
Don Quixote could express the magnitude of the beauty:

"To gain a livelihood one needed but raise his hand and
pluck it from lusty oaks which generously invited him to
their sweet and seasoned fruit. Crystal springs and
running rivers gave him bountifully of their delicate
transparent waters. In the fissures of rocks and hollows of
trees the zealous and provident bees formed their
republic, offering to every hand without interest the rich
harvest of their honied toil. The stalwart cork trees, in no
other office than that of courtesy, shed their bark in strips
ample and light, which men spread up stakes to form
houses, merely as protection against the sky's
inclemency."

i :Biotech Stoclgs- o
Blue Chip StocksEls:

Or as another humble genius of our age put it after
reading Nietzsche: "There are two classes of people:
Mutual Funds 'é“c“g;gg;';, :  those who are strong, comp.etiti've, motival_ted, _and
; believe in the general good in life. They view life as a
series of goals that they can achieve, thus are inherently
optimistic. The second class are the reactionaries,
people who for various reasons fail in life, whether
because of personal defects or socioeconomic situations.
For these people life is a matter of salvation and
surviving pain. So they look to the negative first." The _
writer, Qmid I_Vlale!(an, is a 23-year-old trader and Eley Easy. Manoy.
Columbia University graduate student.

On Monday and Tuesday, the good people won.

Closer to home, at the decisive moment of the market's
path to glory yesterday, 1 p.m. EDT, we received a
humble prayer from one our readers, referring to Vic's
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tendency to miss Tuesday appointments with his hip
chiropractor because of market declines. "We hope for

your sake (and ours)," wrote Jim Daniels, a hedge fund
operative from Chicago, "that you go visit that
chiropractor today."

We visited him Tuesday afternoon, after the Nasdaq
finished its greatest two-day rise of all time, a 14% gain.
For Standard & Poor's 500 futures, the 85-point jump

was eclipsed only by the $8-point rise on March 15-16,
2000.

What's Next?
Where will we go from here?

As of 8 a.m., the market looks due for a nice 0.5% fall at
the open. This is de rigueur for two-day rallies of this
magnitude. As to how it will play out in the next two days,
especially before a holiday weekend, the crystal ball is
cloudy.

Usually the best thing for an investor to do is admit that
the uncertainty is too great for any drastic change in the
guard, and such would seem to be true today, albeit
looking into the future (two weeks forward), it's always
been bullish.

The action now has nothing to do with the kabuki drama
being played out among market strategists over whether
price-earnings ratios are now still too high or, being much
reduced, might be low enough now.

As Pamela van Giessen, the talented Wiley & Sons
editor who handled Education of a Speculator points out,
the tech stock "bubble" might be the Tulipomania of
today — or it might be like the oil stock "bubble” of the
1870s. Titan, Ron Chernow's biography of John D.
Rockefeller, recounts how the oil magnate, short of cash
at the time, offered refiners a choice of cash or Standard
Qil stock in exchange for selling their operations.

Those who accepted the stock and held on became the
high society of the 20th century, passing the shares to
their children as treasured possessions.

Few companies took the shares.
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Laurel Kenner is a financial writer in New York City.
During her 16-year career, she has reported on police,
politics and aerospace, and most recently headed US
stock market coverage at Bloomberg News.

Victor Niederhoffer is a private speculator specializing in
futures and options trading. He formerly managed money
and hedge funds, and had one of the best records until
turmoil in Asian markets in 1997 caused financial disaster.
He is the author of best-selling The Education of a
Speculator. His hobbies include music, electricity, sports
and ecology, all of which form a foundation for his
scientific speculation.
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marketglance
Take Your Profits or Let Them Run? B Real
By Laurel Kenner and Victor Niederhoffer sponsored by JEFEY
Columnists .
042012000 8:34 AM Dow Jones Industrial A’

Hardly ever has there been a day in recent recollection
that so many cross-currents were present. April stock
options expire on ail exchanges today. We also have the
luxury of a long weekend to look forward to. Such an
event only occurs twice a year, so the pattern players will

1M12 1 2 3 4

be bereft of a rudder. Dow 10707.42

Nasdag 379357
Worsening the uncertainty is the 1:10 p.m. EST closing N
of the currency and fixed-income markets. Thus, those WIADR  1388.82
who like to be buffeted into doing the wrang thing in their 20Yr T, 5.1 )
stock investments by following those markets will also be  Data defayed by 20 mi
clueless.

Looking into next week is the great void that usually
follows a great bounceback. How will it play out? Only
the Shadow knows.

Right now, as reader James Goldcamp points out,
investors are being torn between the axiom to never turn
a short-term trade into a long-term investment and the
conflicting advice to "let your profits run."

Those of us holding stock bought at Friday's and S 3
Monday's lows are worried about seeing any of our paper [m
profit disappear in another market slide.

That anxiety is counterbalanced by the fear of missing The Dow Jones 30 -

out on a big rally, just after we sell those Intel (INTC: international equiv
Nasdagq) or Ciena (CIEN: Nasdaq) shares that took a T it olr
certain amount of moxie to buy in the first place. ‘ fasource center!

A Revulsion to Lost Profits? ‘
Wednesday's decline at the close could be read as a
symptom of investors' revulsion to the prospect of lost
trading profits, says Mark McNabb, a Virginia Tech
University business professor. He knows the feeling: "I
bought some things for longer hoidings, hoping for better
prices over the quarter, but darned if they didn't jump up
nicely by noon and | ignored the move even with the
expectation of them coming back in. So after watching
the round trip, the gratification of predicting they'd come
back doesn't offset the desire to have traded for gains.
Frustration indeed!”

Investors might do well to follow Circe's advice to
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Ulysses on how to get past the Sirens, and stop their
ears.

As our favorite market psychologist, Brett Steenbarger,
says, "It is the peculiar challenge of the markets that they
require speculators to stand above greed if they are to
profit fram it, to avoid panic if their purchases are to be
at bargain prices."

Trading Human Nature, Not Stocks

It's the value placed on stocks that matters, not the
stocks themselves — and valuations are a function of
fears, hopes and expectations. Good speculators don't
trade stocks. They trade human nature. But one can't
successfully trade human nature while being controlled
by one's own.

In speculation, as in counseling, the usual human
response is generally the wrong one, Steenbarger says.
He is sometimes called to counsel suicidal students in his
practice at SUNY Upstate Medical University in
Syracuse. The therapist's natural response is fright for
the client's welfare, but reacting protectively only
reinforces the potential suicide's sense of helplessness. "|
sometimes respond with a simple, "I've felt that way too.
Sometimes it's hard to think of any other way out,"
Steenbarger says. Instead of feeling like an object of
pity, the client can then respond as a person who is
"understood.” And the topic of suicide rarely surfaces
again.

As we've pointed out in previous columns, the market
tends to go up over the long term. The average return of
10% a year over the last century or two translates into
returns of 10 million percent and more for growth stocks
held over the course of a century, passed on to children
and grandchildren. So uitimately, speculation rewards the
ability to transcend human nature.

But survival is the main thing. In times of uncertainty like
this one, it's well to recall J.P. Morgan's. advice to an
investor whose positions kept him awake at night: "Sell to
the sleeping point."
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Laurel Kenner is a financial writer in New York City.
During her 16-year career, she has reported on palice,
politics and aerospace, and most recently headed US
stock market coverage at Bloomberg News.

Victor Niederhoffer is a private speculator specializing in
futures and options trading. He formerly managed money
and hedge funds, and had one of the best records until
turmoil in Asian markets in 1997 caused financial disaster.
He is the author of best-selling The Education of a
Speculator. His hobbies include music, electricity, sports
and ecology, all of which form a foundation for his
scientific speculation.
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By Laurel Kenner and Victor Niederhoffer Dow. Jones’maﬁs‘iﬁ'aﬁ“}&f
Columnists
04/24/2000 8:14 AM

Clouds Lie Ahead This Week for : m
2.0 Sin

The coming of rain may often be detected by the drooping
of plants, the blowing of wind and the arrival of cumulus
clouds from the southeast.

The last week of the month is generally the most bearish
of all weeks. Those who suffered through Oct. 27, 1997
and Aug. 31, 1998 can attest that sometimes the carnage
can be great.

Further, the market as we write is set for a 1.4% decline at
the open. The Sunday night drop in S&P 500 futures
situation is similar to last week's, when the market was up,
up and away the whole week. But the market doesn't like
to do the same thing twice in a row, as that would make it
too easy to make money.

As painful as the recent decline was, some are worried
that people are still too complacent. Reader Brett
Steenbarger writes: "When | lived in Kansas during grad
school, | learned that extreme quiet after a tornado was
not a good sign. It meant that you were in the storm's eye.
You could always tell a non-Kansan: They went outdoors
as soon as the air became still and the winds died down.
Please tell your readers to keep their eyes open and to be

good Kansans." Spotlights on

Close to the ground, Microsoft (MSFET: Nasdaq), the countries and

third-biggest company by market value in the Standard & mrf&r

Poor's 500 said after the market closed last week that it
missed revenue forecasts and warned of slower growth.
Its shares fell 4 3/16 to 74 in after-hours trading.

We're not suggesting readers should sell their stocks, just
to be aware of the negatives.

For the longer term, keep your eye on the government.
The Justice Department and 19 states will probably submit
a plan to the court this week to split Microsoft into two or
three parts, the Washington Post reported on its Web site
yesterday, citing people familiar with the discussions.

The market abhors uncertainty like nature the vacuum,
and this takes some uncertainty away.
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The government may be hoping the move will stem the
market's decline. Yet the plan only highlights the lack, in
an election year no less, of a voice for free markets,
private property, limited government and people's right to
own their own lives.

The populist posture of helping the small guy or small
company at the expense of the successful one is often

popular in elections, but we've been fortunate enough not
to see it in recent times.

The states, for their part, have been emboldened by all the
money they have collected from the tobacco industry. And
they see Microsoft as a company with deep pockets to
help defray the cost of their activities.

The government has been striking out at the very source
of our material well-being all year, with no understanding
that change, choice and competition from existing and
potential entrants and substitute products make it

_ impossible for any firm to maintain a monopoly in any

&m S e waii®  industry, let alone a dynamic one like the computer
T LRIt industry.

A, in that context the recent decline of the Nasdagq is quite
easy to understand. The market is a living species,
co-evolving with its environment. The concept of
co-evolution enlivens the study of biology. It refers to the
interdependent evolution of two species — sort of like the
arms race feedback loops that the Baby Boomers studied
in college.

The usual examples given are how butterflies and plants
become specialized to help each other. The best example
is the acacia plant, which provides food and nesting sites
for ants in return for the protection that the ants provide
from insects. With the exception of anteaters, all species
hate to be close to ants.

Similarly, the market hates to go up when interest rates
are rising, when the President offhandedly mentions that
the government should control the fruits of biological
research, when a 70-something judge who has never used
a computer calls the star company in the world a
"predator,” when the US Attorney General stages an
armed raid on a Miami home to seize a child who fled the
Cuban dictatorship.

Plants evolve toxins to deal with predators, and the market
has developed a toxin of its own — to express its
displeasure, it goes down.

Politicians tend to get the signals, especially in election
years. The last thing they want is a bad stock market and
disgruntied voters before an election.

And that's the Darwinian reason that stock markets tend to
go up in presidential election years.
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A note from reader Don Staricka goes to the heart of the
matter: "l see the world lurching awkwardly toward open
markets and free trade, and that gives me hope. | don't
see evidence of strong theoretical conviction even in our
country, but people in most countries seem to sense that
there is good empirical evidence for the benefits of free
markets so they are willing to give them a try. As long as
the world continues moving in this direction we can remain
optimistic about the long term.

"But short term | do not rule out a bear market or even a
recession. The market is just too inscrutable for me right
now, so | may sit things out for awhile."

Side Notes

For those locking to lessen their exposure to the US
market, Sony (SNE: NYSE ADR) is an American
Depositary Receipt to consider. A friend of ours in the
hedge fund business had dinner Friday night with a top
Japanese official who told him Japan is wiring up homes
for the Internet. They've chosen to accomplish this with
digital TV hookups. Look for Sony to get a boost from
television sales, along with the Japanese economy.

When Microsoft drops in reaction to an earnings report, it
has about even odds of being higher three months later.
We looked at the past 12 quarters, and found the stock
had dropped on the report five times. Three months later,
the stock had recovered in two instances (2 of 5), was
lower in two instances and little changed in one case. Over
the 12 quarters, Microsoft returned 175%, the same as the
Nasdaq Composite.

-~ Speculator's Scorecard

.| Days Up/Days
- Down Ratio "

nge: %Change.(last

Bond Futures.. |. :
_.2-Yr Note.
" Futures ' "=
Bund Futures

Laurel Kenner is a financial writer in New York City.
During her 16-year career, she has reported on police,
politics and aerospace, and most recently headed US
stock market coverage at Bloomberg News.

Victor Niederhoffer is a private speculator specializing in
futures and options trading. He formerly managed money
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This Market Is Like a Bull on a Squash
Court

By Laurel Kenner and Victor Niederhoffer
Columnists
04/25/2000 8:54 AM

During recent days we have trotted out theories
on just-noticeable differences, co-evolution,
ecological geography, abnormal psychalogy,
present value, multiple correlation, positive
feedback and of course cane theory, among
others, to come to terms with the underpinnings
of the market.

"You're the Honus Wagner of market columnists,”
joked reader Larry Ritter, co-author with Bill
Silber of the standard money and banking text
and also author of The Glory of Their Times, a

collection of interviews with early baseball greats.

We trust he was referring to Wagner's ability to
play any position, as he did for the Pittsburgh
Pirates from 1900-1917, rather than his awkward
gait and heavy touch.

But we have a confession to make. We are not
experts in these fields. Nor can we effortlessly
apply the techniques of stochastic programming
or partial differential equations to the solution of
practical problems the way so many prize-
winning academics find necessary for the
understanding of finance.

In this column, however, we are going to predict
the market with the one discipline that we are
the master in: winning at racquet sports.

Returning a Tough Serve

Without undue self congratulations, Vic won
numerous national championships in racquetball,
paddle ball and the now-defunct game of hardball
squash with only a handful of losses over a 20-
year period almost 100 years ago. Last week, he
became a member of the Squash Hall of Fame.
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way to win a tough game is to find the other
player's strength, win points there, and then mop
up on the areas of weakness that the hapless
adversary can no longer afford to defend. Vic
loved to win games in squash this way against
the Pakistanis, all of whom had great forehands
but in many beautiful cases had weak backhands
in the good-old-boy English tradition.

Stocks Can Rise: QED

And that's exactly what the market did Monday.
To win the game over the bears, it took the
bears' best shots - technology-stock woes and
heavy-handed government action - broke their
game down and then mopped up. After Standard
& Poor's 500 futures opened down a good 2%
and the Nasdaq slipped 8%, almost revisiting the
year's low close of 3,321 of the Friday before last,
both indexes finished near their highs.

Karl Popper's theory of the advancement of
science was that it proceeds by falsifying
theories. Empirical observation can never prove
theories, but it can refute them. This insight, and
the application of it to the market, has always
seemed to us to be the core of George Soros's
great practical success in unraveling the
mysteries of markets.

Yesterday was a great example. The day's moves
refuted the universal categorical statement that
no stock market rises are possible with bad news
coming out on the technology front. So for us,
the incredible strength of the market yesterday in
the face of the double whammy of bad earnings
and breakup news on Microsoft creates a new
paradigm.

Who's Afraid of Tuesday?

We reject our previous fears that complacency
and the typical end-of-month slide will lead to
massive future declines. We reject our fear of
Tuesdays, the worst day of the week of all in the
last year especially after a rise the previous
Tuesday. We put aside our fear that the heavy
hand of government will kill the bull, or that
inexperienced day traders will create a tidal wave
of panic selling at the bottom.

We're bullish again. The only question is how to
play it. Our own view is one-quarter of our
available chips on each of the four remaining
days of the month.
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held to the belief that chaos theory is a
completely useless approach, good only for
retrospective description and incapable of being
refuted with reasonable experiments, today's
market movement is shaping up as particularly
chaotic because of the crosscurrents generated
from yesterday's moves.

Yesterday seemed to have three distinct parts:
the open, which was horribly bearish, the middle,
which was fair to good for the blue chips and
terrible for Nasdaq, and the close, which was a
barnstormer on all fronts in almost all indexes.
This sets up a particularly dangerous base for
today's action. The weather forecast today is
completely random, leaning to rain in the
afternoon.

Tomorrow's release of the meaningless but

closely watched employment cost index, one of

Dr. Greenspan's favorite homespun litmus tests

of what have you, always likes to rile the

markets. So that adds a further degree of chaos, .
or at least complexity.

But good days are coming soon.

The market has the ability to change horses in
midstream with the greatest of ease. In keeping
with the changing sentiments, it is set to open up
0.5% in the blue chips and up 1.5% in Nasdaq.

Speculator's Scorecard

Days Up/Days # Days in % % Change
Down Ratio ls.:::as; Change (last 10
(YTD) (YTD) YTD days)
Dow 1.11 Up 2 -5.1 -1.9
S&P 500 1.05 Down 1 -2.7 -5.7
Nasdaq 1.23 Down 3 -14 -22
Grarope 1.19 Up 3 3.4 -1.3
Dollar/eurc 0.98 Up 1l -6.8 -1.9
Nikkei 1.00 Down 1 -3.5 -11
Dollar/yen 0.95 Down 1 2.9 0.1
Gold 0.75 Up1 -2.8 unch
Qil 1.33 Up S 14 5.8
Bond Futures 1.41 Down 1 7.8 -1.7
2YH Note 1.03 Down2  -0.03 0.02
Bund Futures 1.19 Down 3 1.7 -0.6

Laurel Kenner is a financial writer in New York
City. During her 16-year career, she has reported
on police, politics and aerospace, and most
recently headed U.S. stock market coverage at
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Victor Niederhoffer is a private speculator
specializing in futures and options trading. He
formerly managed money and hedge funds, and
had one of the best records until turmoil in Asian
markets in 1997 caused financial disaster. He is
the author of best-selling The Education of a
Speculator. His hobbies include music, electricity,
sports and ecology, all of which form a foundation
for his scientific speculation.

back to top

CLICK HERE FOR A

=

teni i c

ma

worldlyinvestor.com

columnists | industry sectors I mutual funds I data center I regions ] resources I newsletter

help | about us | site map | feedback | copyright policy | contact us | advertise
© 1998-2000 Worldly Information Network, Inc. All rights resarved.

Qi,mdd?yimobrmm

{1py/.. Andex. cun £1USEACLION— TN SHO—COIITUUSLSALUCPUI— 1AL AULIIOT _ 1000 LAAI'LICIE IU—004  4/4//VV



YYLLAMLY LY WOl L wULEL

home

help

columnists

c delayed quote
C

c

real time quote FREE

symbal lookup
site search

®

contents

columnists
industry sectors
mutual funds
data center
regions

resources
mortgage center

global online investing
brokerage center
investing glossary
my_portfolio

online banking

wireless canter New!
Phillips newslatter center
Insurance Center New!

Take the Investment
Challenge-Win $500

newsletters rree
Morning Financial Update
Stocks to Watch

tocks kats Dail
Bank Stocks
Biotech Stocks
Blue Chip Stocks
Hidden Value Stocks
High- k
Internet Stocks
M&A Weekly Wrap
Mutual Funds
Mutual Funds Scorecard
Quotes of the Week
Small Cap Stocks
Talecom Stocgks
Top Picks
Amaericas Stocks
Asla Stocks
Emerging Markets Stocks
Europe Stocks

worldlyinvestor.com

about us site map

rage L or 3

i S il s L i Jore S ’

On Returning Elephants and Market
Swings
By Laurel Kenner and Victor Niederhoffer

Columnists
04/26/2000 8:35 AM

The Ondo Bush is a horrible place because of its
tall grass and bushes, which make a veil or
network so that you cannot see five yards ahead.
--- LoBagola: An African Savage's Own Story

There is a horrible beauty to the web that links
all species in a community to each other
according to who gets to eat whom. Those at the
bottom of the chain - usually the plants - are
eaten by herbivores, who are eaten by
carnivores, who in their turn are recycled into
plant food.

Members of the public who were not strong
enough to hold in the face of Monday's terrible
8% decline in the Nasdaq from high to lew, or
who sold before 1 p.m. on Tuesday, missed a
ravishing 5% rally to the close that would have
provided enough nourishment for a lifetime.

Instead, they will have to take comfort in the
fulfillment of their role of providing energy to
those higher in the food chain: the dealers, the
large funds and the brokers.

Fortunately, we may try to rise above our place in
the chain so that we have more energy, chips
and money for the next time around. One
technique that we recommend was first reported
by an English-educated Jewish native of
Dahomey, in his 1930 book LoBagola: An African
Savage's Own Story.

In the Ondo Bush, the author relates, herds of 50
to 100 elephants would occasionally go on romps,
trampling anything and everything in their path.
Nothing could stop them. The only thing to do
was to let them pass.
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LoBagola and the other natives of his village
knew that the elephants returned by the same
path. When the thunder of the herd subsided,
they came out from hiding and dug pits to catch
the marauders on the rebound. They used the
tusks for ornaments.

The natives didn't know when the elephants
might come back -- it might be a day, a week or
a month, but they knew the return would come.
And that's a good thing for investors to keep in
mind.

With Tuesday's rise, the market has come a good
distance back to its level on April 11, when the
big decline started. The Dow Jones Industrial
Average is within 1.4% of 11,287, its April 11
close, while Standard & Poor’s futures are 2%
away. The Nasdaq is about halfway back from its
18% loss.

On their path back home, the elephants often are
diverted for rest, play and foraging. It would be
natural after a big rally like that of Tuesday for
such a rest to occur. In fact, 90% of such big
rises are followed by a one- or two-day hiatus.

But like the elephants, the market tends to
return and resume its inevitable path.

Speculator's Scorecard

# Days in

Days Up/Days % % Change

Down Ratio ;f:ee:i Change (last 10
(YTD) (YTD) YTD days)
Dow 1.35 Up3 -3.2 -0.6
S&P 500 1.08 Up1 0.5 -1.8
Nasdaq 1.26 Up1l -8.8 ~11
sfg;‘;(p-;o 1.22 Up 4 4.4 1.8
Dollar/euro 0.85 Down 3 -8.5 -4.3
Nikkei 0.98 Down 2 -4.2 -12
Dgllar/yen 0.93 Down 1 3.7 0.5
Gold 0.73. Down 7 -3.3 -1.3
oil 1.29 Down 1 11 9.0
Bond Futures 1.36 Down 2 7.2 -2.3
2-Yr Note 1.00 Down3  -0.3 -0.03
Bund Futures 1.16 Down 4 1.4 -1.1

Laurel Kenner is a financial writer in New York
City. During her 16-year career, she has reported
on police, politics and aerospace, and most
recently headed US stock market coverage at
Bloomberg News. '
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specializing in futures and options trading. He
formerly managed money and hedge funds, and
had one of the best records until turmoil in Asian
markets-in 1997 caused financial disaster. He is
the author of best-selling The Education of a
Speculator. His hobbies include music, electricity,
sports and ecology, all of which form a foundation
for his scientific speculation.
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Nobody Asked Us, But Forget the ECI
By Laurel Kenner and Victor Niederhoffer

Columnists
04/27/2000 8:21 AM
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Just as a praying mantis shows a pair of false
eyes to frighten away an enemy, the market will
employ one of its countless maneuvers today to
scare participants out of their good positions.

1112 1 2 3 4

The Employment Cost Index, released today at
8:30 a.m., is so subject to errors, revisions and
faulty seasonal adjustments as to be
meaningless. It's one of many backward-looking
inflation numbers, and the only reason it has any
impact is that Alan Greenspan once said he pays
attention to it. And yet it always generates much
apprehension and "inflation concern," particularly
beforehand.

Our crystal ball is cloudy today. The market is
getting ready to have a tremendous rally, but
there are too many cross-currents for us to tell
what the market is going to do over the next few
days.

For the record, stocks, as measured by Standard
& Poor's 500 index futures, have risen on all but
three of the last 12 ECI report days. The market
rebounded within a day or two after two of the
three declines, all of which took place in the last
four quarters. In the remaining instance, it took
two weeks to snap back. The market has fallen
the day before the report in eight of the last 12
instances, just as it did yesterday.

The ECI itself has remained remarkably stable for
the past two years:

/,'.' - /llt‘.\ .")1

12/99.....3.40
9/99...... 3.10
6/99...... 3.20
3/99...... 3.00
12/98.....3.40
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9/98......3.70
6/98......3.50
3/98......3.26

Yet the market has fallen the day before the
report in eight of the last 12 instances, just as it
did yesterday.

The anxiety of market participants over ECI
reports reminds us of the hitters who went up
against Christy Mathewson, the New York Giants
pltcher who pitched 27 innings with just one walk
and no runs in the 1905 World Series against the
Philadelphia Athletics.

Mathewson often liked to get behind 2-and-0 on a
hitter so that he could come in with the changeup
for an easy strike. No matter how many times he
pulled the stunt, the batter always expected a
fast one down the middle. (The analogy also
holds true in another sense: after two big down
days, since market participants have an equal
affinity for missing changeups.)

It seems to us that market participants could
learn more from going to a baseball game or
reading a good baseball book than studying the
financial pages or reading the best-selling
financial books.

Along those lines, we recommend the late
sportswriter Jimmy Cannon, whose articles still
appear as reprints in the New York Post.

Some of our favorite Cannon pieces are the
occasional collections of observations he'd run
under the heading, "Nobody Asked Me, But..." The
Nobody columns, more about life than sports,
contained such entries as:

When I ride in a taxi I consider all pedestrians to
be hindrances. When I'm afoot all vehicles
become my foes.

Did you ever hear anyone bragging about
Cincinnati being a good town? It's the only city in
the country where the locals are absolutely
neutral.

In tribute to Cannon, we've started our own
version of "Nobody Asked Me, But..." with
observations on the market.

We were pleasantly surprised yesterday to find

h.. /index.cfm?fuseaction=main&silo=columnists&depth=1&author_id=331&article_id=670
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among our e-mails a coliection or Nopoay-type
observations from a Florida trader who calis
himself LACK, and we've used three of them in
today's column. We hope that all of our readers
will follow in his footsteps, and send us
contributions, as no two people can comprehend
the market alone. We'll credit you by name or
anonymously, as you prefer, for any we use.

We'll reward the best with a fine cane for
hobbling down to Wall Street to buy good stocks
in times of panic. We'll be sending canes to Omid
Malekan, James Goldcamp and Estudiante Y2K for
their recent contributions.

NOBODY ASKED ME, BUT...

The market loves to scare you out before going in
your favor.

Most news organizations only know four market
stories: Stocks rise on interest-rate optimism.
Stocks fall on interest-rate pessimism. Stocks
rise on earnings optimism. Stocks fall on earnings
pessimism.

The groans of Patrick Ewing's Knicks teammates
when he gets the ball and makes a faorced shot
reminds me of Alan Greenspan coming up with
another ad hoc excuse to justify his bearish views
on the stock market to the congressional banking
committees.

When a broker receives an order to "sell at any
price," he can quietly start buying for his
mistress's account with impunity.

When a company's late in reporting its quarterly
earnings, you can bet there's an unpleasant
surprise in store.

This is the bottom. No, no. This is the bottom.
No, first we need to retest the bottom, then It will
be the bottom. Hey guys wait just a darn minute
I need to know where the top is. - From LACK

What if Microsoft said baa-bye and moved to
Canada. The Justice Department would have to
reclassify them as a cartel. There would be high-
level sessions at Camp David. Maybe the
government could sell Microsoft a couple of F-16s
if they play nice. - From LACK.

If every firm has a buy on Cisco, who is left to
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Safe From the Sharks, For Now
By Laurel Kenner and Victor Niederhoffer

Columnists
04/28/2000 8:50 AM
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They came in a pack and he could only see the
lines in the water that their fins made and their
phosphorescence as they threw themselves on
the fish .... They were up to the bow now and
driving in one after the other and together,
tearing off the pieces of meat that showed
glowing below the sea as they turned to come
once more. -Ernest Hemingway, "The QOld Man
and the Sea”

1112 1 2 3 4
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The sharks in their deathvthroes tried one last
time Thursday morning to kill the market.

" leficl here
Take the Invest

They had attacked Monday, putting the Nasdaq Challenge-Win
as much as 298 points in the red. On Wednesday,

they came back, biting off another 81 points.

On Thursday, an unexpectedly large jump in the
employment cost index caused Nasdaq 100
futures to open limit down, 3% below
Wednesday's close. The sharks ravaged the catch
and did their diabolical best to frighten investors
away forever.

But now, most of them have been clubbed to
death, and the boat is sailing home with the
current. Like Santiago, the fisherman hero of
Hemingway's "The Old Man in the Sea," investors
will make plans to fish another day.

It won't do to be like the people who had money
invested in the market in 1929 and were
incapacitated for the next 30 years because they
were afraid of a repeat of the crash. Nor would it
be wise to repeat the mistake of those who
witnessed the 1987 debacle and were prevented
by similar fears from participating fully in the
subsequent fivefold increase.
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those left behind for not paying attention to P/Es
higher than they were accustomed to in their
prime reminds us of the roars of angry old lions
shunned by their prides.

Better that investors should get a good killing
lance, and always have it on board. Santiago
hadn't been back one day before he was telling
the boy to make the blade from a spring leaf
from an old Ford. "It should be sharp and not
tempered so it will break.”

Next time, they'll try not to get in over their
head. They won't buy stocks on margin or use
money they need for their living expenses. If
they do, they will always be doing the wrong
thing.

The strong up opening forecast for today in the
futures markets may bring out the sharks once
again, but the men and women of the market
who are young at heart will see this as an
opportunity to haul in their prey and buy good
stocks for sale on the marketplace.

Looking back, what a month it was. With one
trading day left to go, April's 17% decline was
the third worst in the Nasdaq's history, exceeded
only by the 20% drop of August 1998 and the
27% rout of October 1987. Standard & Poor's 500
futures fell 3%. For the Dow Jones Industrial
Average, it was just a ripple, down 0.2%.

It may be better now not to look back. The end of
the month provides a full weekend of rest, and
investors will come back next month with
renewed strength and knowledge that the sharks
have done their worst.

Speculator's Scorecard
# Days in

Days Up/Days % % Change
Dr)win{atiZ ls'::::; Change (Jast 18

(YTD) (YTD) YTD days)

Dow 1.08 Down 2 -53 -2.1
S&P 500 1.08 Up1l -0.3 -0.2
Nasdaq 1.22 Up1l -7.3 0.1
it g8 1.22 Down 1 5.2 0.1
Dollar/euro 0.82 Down 1 -9.6 -5.1
Nikkei 0.93 Down 4 -5.1 -12
Dollar/yen 0.86 Up 2 3.8 0.5
Gold 0.78 Up1l -3.8 -1.8
Qil 1.29 Up 1l 12 2.8
Bond Futures 1.29 Down 4 6.3 -1.5

2-Yr Note

0.95 Down 5 -0.6 -0.5
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Bund Futures 1.16 Down 1 1.6 -0.7
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O) rent time quote FREE ° If They Asked, We'd Say Buy
O S mbol Toolas S - By Laurel Kenner and Victor Niederhoffer
, T ‘ — Columnists A
5 q 05/01/2000 8:01 AM Dow Jones Industrial A
41® If they asked us, we could write a book ' ’

'Bout how good the Dow and Nasdagq look
We would write the preface on how Nasdaq climbs
After those rare occasions it's shown declines

’

’

112 12 3 4
10733811

The simple secret of the plot:
After large declines, the market's healthy a lot
When the 401(k) money enters the fray

It's time for investors to make hay
resources;’

_mortgage center - (After "l Could Write a Book” from "Pal Joey," by Lorenz
global oniine mves} q

brokerage center” Hart and Richard Rodgers)

~iinvesling glossary

. my portfolio- . But our readers don't want us to write a book about how
v Qgh—nmﬁn New!: bullish the market can be after down months. They don't
wireless center TE¥ - seem as interested in buying after the catharsis that this

Phillips newsletter center . .
rn;lfa;(:e Center Newl market has experienced so that no weak hands are leftin
RORFETRIETREEES S the market.

. ‘Take the Investiment
ha!l nge-Wi 3_500

One after another wants to know our take on the Quantum
disaster.

“Stocks lo Walch - Let's face it. The tendency to voyeurism is hard-wired in
.. Stocks and Markets Daily © the human psyche. We love to see the big ones, the
- BankStocks. .

formerly successful, fall down the stairs. In Germany this
inclination is so strong they even have a few words for it —
Schadenfreude being the one that has come over to the
colonies. In fact, Ayn Rand wrote a book, "Atlas
Shrugged," on this theme.

"~ Biotech Stocks:

M&A Weekly Wrap
Mutual Funds i

it's a distinctly un-American sentiment, especially for
people like us who have had a 20-year mutually beneficial
relation with the people in question and wouldn't be alive
today unless they had thrown us a few crumbs fram time
to time.

All we will say about our friends is that they have had a
great run. We're confident they will move again to new
highs. However, we would advise them not to concentrate
too much on making 15% a year risk-free, as that
inevitably leads to 18 months of 1% rises followed by the
deluge. Several large hedge funds that recently
restructured provide an example of this principle.

-Eutope Stocks.

FERIE N

We would also note that the real tragedy of the Quantum

lof3 5/1/00 9:29 AN



dismemberment is not the 25% fall so far in 2000. it must
have been horrible for the managing partners to see their

returns dive from up 14% for the year through March 3.
But down 25% after being up 37% before fees in 1999 is

no shame.

The managers and investors in the fund doubtless knew
that they had a tiger by the tail with those high-flying
Nasdagq stocks they held at year-end 1999. Well known to
all is that the market is a harsh mistress, and that she
must be paid back after a return of 50% like Quantum
made in the last quarter of 1999,

No, the real tragedy, and what we would speculate was its
root cause, was the dismal performance of Quantum in
the past five years. In that period, the Nasdaq 100
advanced 702% in price, and Quantum just 14%. This 689
percentage-point divergence, histarians will doubtless
point out, was the macro force that sealed the coffin as
they carried our good friend out.

However, like Houdini, our good friend is guaranteed to
rise from the coffin shorily.

Sometimes the best thing to do is not to write a book, and
to let the numbers talk for themselves. Here's the data,
followed by our standard daily Speculator's Scorecard.

‘Moves in Nasdaq-1 00 After Down Months i

1% Loss In Monthi:{%{% Move Followlng Month'>

‘Month of Decline ;
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Tl Dow R [ .05 fespi| TiDown 3 1R
(5 IS&P 500 67 11,05 j# %5 v 1Down 1 8

» s Nagdag v

Furope - *
STOXX-s0°

Dollar/cure

help | about us | site map | feedback | copyright policy | contact us | advettise
© 1998-2000 Worldly Information Network, Inc. All rights reserved.

3of3 5/1/00 9:29 AN



lof3

o 'O'.délnj'ed ql;.d(e? o

. O'symbol lookup

online banking?
wireless center New!

Phillips newsletter nter;

ake the lnve‘siment-“
Challenge-Win $800 |

‘Internet Stocks "
: M&A Weekly Wrap

O real Ume quote FREE.. o7

W

T

By Laurel Kenner and Victor Niederhoffer

Columnists
05/02/2000 8:53 AM

After opening up 0.6% yesterday, the broad market had a

memory:

out so lamentably.”

York 10533.

The Wily Market's Mistress

Playing Dead.

m— it m - Lo mscmlimce hm aemmcae

- e o m ok

2% rise until shortly after 3 p.m EDT, when it stalled
drowsily, fell a quick 1% in the last hour and closed within
0.6% of the open. Indeed, today is looking weaker already,
with the futures indicating a 0.5% drop at the open.

We've seen this before, in the market and in great books.
We're reminded of the political conclaves Albert Jay Nock
observed as a boy growing up in Brooklyn and later
described in his masterpiece, "Memoirs of a Superfluous
Man." Drunken loafers would gather together on an Indian
summer evening around a ramshackle, one-story
turtle-shaped wooden building known as the Wigwam,
marching and counter-marching with banners and
kerosene lamp. One incident of election night stuck in his

"Some devoted patriot, very far gone in whisky, wandered
up in our direction and fell by the wayside in a vacant lot
where he lay all night, mostly in a comatose state.”

Every half hour or so, he roused himself, apparently
conscious that he was not doing his duty by the occasion,
and tried to sing the chorus of "Marching Through
Georgia,” but he could never get quite through the first
three measures, Nock recalled. "It was very amusing; he
always began so bravely and earnestly and always faded

We recommend great books like this to our readers for
improvement in every aspect of life, including the
not-so-unimportant market. "Memoirs" is available at
Amazon.com, and through the Foundation for Economic
Education, 30 S. Broadway, Irvington-on-Hudson, New

We suspect that in this case, though, the drunk may have
been one of the many disguises of the mistress of
markets. In fact, it may have been Variation No. 7 of

The mistress has a deception to go with each of her
opening gambits. Today, she's not giving any sign,

Y T i e lal]
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pull out another one of her dreadful Tuesdays, memories
of which are so fresh in investors’ minds.

Second trading days of months, when they fall on
Tuesday, are unfortunately relatively bearish, showing a
daily rise in situations similar to today on only one of six
occasions. Against the backdrop of meaningless
ecanomic numbers in the following few days, the market
likes to babble back up — but at the end of the week, the
ominous employment number looms.

One thing for sure: the mistress of markets will do
everything she can to make poor Tom Investor doubt
again. The purpose of such wiles is simply to induce
people to give up their positions so as to line the pockets
of the strong, the brokers and the market makers.

The market thereby plucks the goose with least amount of
hissing. In the same way, animals use deception so they
don't have to fight each other directly and waste energy.

Politicians Will Help, Despite Themselves

Looking out for oneself with the ieast exertion happens to
be the very thing that our author Nock, years after his early
contact with poiitics, concluded that politicians are most
likely to do. Nock wrote some 80 years before the
ascendancy of public choice economics, one of the
guiding principles of political science these days, namely
the Jeffersonian idea that politicans act in their own
interest first, their party's interest second and finally, if any
availability is left, the constituents’.

The best way to understand politicians, according to Nock,
is that they are iniquitous thieves. Nock discovered this at
the turn of the century, and nothing that has happened to
us in our past combined 100 years has dimmed the
wisdom of that insight. This takes on a bittersweet flavor in
this election year, when investors see the spectacle of
politicians arguing over whether the little people are wise
enough to invest their own retirement money in stocks and
bonds.

For our immediate purposes, though, we merely note that
the goose-plucking propensities of politicians can be
counted on this year to bring some gains to the market.
There has been only one instance in the last half-century
when the S&P 500 fell during a presidential election year.

The table tells the story better than words couid. It's
followed by our regular daily Speculator's Scorecard.

20f3 5/2/00 9:29 AM
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Niederhoffer is short futures and stocks, though positions
may change at any time.
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Market Mlstress Gnashes Her Teeth
By Laurel Kenner and Victor Niederhoffer
Columnists

05/03/2000 9:01 AM

The mistress of markets, having failed to scare
enough people Monday when she assumed the
guise of a possum and played dead, showed her
teeth and took a big bite out of investors on
Tuesday to remind them she deserves respect.

For good measure, she called out her sister the
hurricane in the form of an earnings warning from
AT&T (T: NYSE) that broke windows and scattered
trash over the marketplace, making it depressing
for other stocks to llve in. Then she sat down amid
the wreckage to play cards with poor Tom
Investor,

In addition to belng an expert deceiver, the
mistress is an expert game player, and she often
favors poker. Yesterday, as the winds gathered
strength toward the end of the session, she dealt
out a straight,

An Ugly Straight

Index Mave

Dow 1%

S&P Futures B -2%

Rusself 2000 -3%

Nasdaq Composite ~4%

Philly Semiconductor, Nasdaq Blotech -5%

After she had taken away Tom's chips, the wind
carried the message of AT&T the communicator to
Europe and Asia, causing stocks there to weaken.
But when the gods who favor the bulls returned to
their seats about 12 hours later, they were
enraged. They sent messages .to Europe and the
US futures markets that they wanted the mistress
to stop the havoc, and sent the Spanish
communicator Telefonica (TEF: NYSE ADR) up 3%
as 3 sign of their displeasure,

The mistress liké§ pvoker becau's,e she can bluff her
adversaries out, especially after the kind of

11:00 AM ET 05/03
marketgla

sponsored by ‘ "‘ ?:‘h

Dow Jones Industria

11121234

http://www.wor.../index.cfm?fuseaction=main&silo=home _page&depth=0&article_id=‘61§0 05/03/2000



WULILLY LLLVESLUL.CULLL . rage 2 or 4

spectacular rises we've seen in the last 10 days.
The Nasdaq Compaosite, even after yesterday's
drubbing, is still up 17% from its April 17 low.
And Tuesday’s close of 3,785 Is still up 50% from
its year-earlier level. She finds it easy to get
market people to fold their hands because they
are very fearful after making money. ‘
Psycholagists call this heightened aversion to
losing wealth "the endowment effect.”

Our checkers teacher, the late Tom Wiswell, world
champion for 25 years, had an antidote for hasty
moves sparked by the mistress and her followers:
"Sit on your hands and think before you move.
Schhhhhhtaall.”

All we will say on this subject. is that big declines.
of this nature tend to quickly reverse, especially
around employment days. How eise can the
mistress and her children make Tom Investor and
the other mortals capitulate and genuflect to her
half-mortal, half-god progeny in the pits of New
York and Chicago, and to their fiery cousins who
deliver the messages and souls thereto?

One good thing is that the mistress won't be
getting much help from hurricanes in the future.
First-quarter reports are in for 432 of the S&pP
500, and earnings were up 18.6% over the first
quarter of 1999, with 72.5% beating estimates.

Readers React

The most important question for a market column
to answer is how decisions of all market -
participants get encapsulated in a market price.
We realized from the beginning that you, our
readers, can answer that far better than we can,
and that our job would be to discover and reveal
your wisdem.. ..

You have been doing a great job of sharing your
abilities, know-hows and tastes with us so that we
can together discover the reveal the spontaneous
and ever-changing order of that mysterious,
complex stock market. Keep those messages
coming. o

Today, we offer the insights of an uncanny stock-
picker, Paul Lewis. Paul gains insights, not to
mention humor, from observing everyday life,
including street people at home in San Francisco
and the wildlife at his second home in Maine. The
number and type of homeless people around the
cable-car terminus at Market Street began
increasing in the Reagan years as the bull market
took off and funding for mental institutions

http://www.wor.../index.cfm?fuseaction=main&silo=home _page&depth=0&aniclc_id=88’0 05/03/2000
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declined.

The numbers per corner, according to Paul, were
seemingly correlated to the 1,000-point marks the
Dow left in the dust, while occasional pushes to
care for or re-locate these displaced folks usually
coincided with big-time market corrections.

In early April, he spotted corner crooners huddled
together, hiankets and shopping carts in tow,
belting out some form of chant. A staggering man
got off a bus and started doing-a jig on a
sidewalk. He then went to Maine, where he found
the squirrels and ducks well fed from another
friendly winter, but a stalking fox kept her watch.

That mistress of mischief was lurking, awaiting
her chance to nourish herself and her pending
brood on the fat, dumb and happy prey. Well, the
party got busted, the fox got fed (one male
mallard is nowhere to be seen.) Back home on the
West Coast, he found the street folks being
rousted away from the tourists.-"And, we had our
tech crash."

Paul traded out of Qualcomm (QCOM: Nasdaq}),
JDS Uniphase (JDSU: Nasdaq) and EMC (EMC:
NYSE) on Monday, ralsing "lots of cash.” He
wrote: "This fox:-is walting to pounce again on
those bag cap techs, once this minor re-test

passes.’
Speculator's Scorecard
Days -~ #Daysin 7o % Change
Up/Days Latest Change (last 10
Down Ratio Streak Yl'Dg days)
(YTD) (YTD) ' Y
Dow 1.05 “Daown 1 6.7~ 14
- S&P 500 1.058 Down 1 -1.6 3.2
Nasdaq 1.24 Down 1 7.0 - 7.0
Europe
STOXX-50 1.30 Up 2 9.3 9.$
Doilar/euro 0.85 Down | -9.6 - -4.5
Nikiei 1.00 Up 1 -2.6 -2.8
Dollar/yen 0.95 Up1l s 35
Gold 0.84 Up1l -4.5 -2.3
ol 1.37 Up 4 18 ) 9.4
Bond Futures 1.31 Down 2 5.8 -1.4
2-Yr Note ;
Futures , 0_'?1 Down 7 -0.7 -0.8

Bund Futures  1.18 Down 1 15 -0.8

Laurel Kenner is a financial writer in New York
City. During her:I6-year career, she has reported
on police, politics.and aerospace,.and most
recently headed U.S. stock market coverage at
Bloomberg News, :
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Victor Niederhoffer is-a private speculator
specializing in futurés and options trading. He
formerly managed money and hedge funds, and
had one of the best records until turmoil in Asian
markets in 1997 caused financial disaster. He is
the author of best-selling The Education of a
Speculator. His hobbies include music, electricity,
sports and ecology, all of which form a foundation
for his scientific speculation.

At the time of publication, Niederhoffer was long
stock futures and options. Kenner was Spyders
and Nasdaq-100 trusts. Positions may change at
any time.
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Market Shakes the Longs One More
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By Laurzi Kenner and Victor Niederhoffer Dow Jones Industrial
Columnists

05/04/2000 8:40 AM

Click here for_printer-friendly versicn

In its penultimate attempt to shake the longs out
from good positions, the market pulled out its
disruptive behavior Wednesday. The latest one,
like so many others, is borrowed from nature.

The squid spurts a cloud of black ink when it
fears danger. Birds like the quail pretend to be
sick so that their prey will forego eating them,
and caterpillars often swell up when attacked to
escape predators.

The market threw a cloud of red ink at the longs
yesterday by declining 5% from the previous
close, and almost 10% from the previous high in
the Nasdaq. Then in the last half hour, it gave up
the deception and rallied 4% from the lows.

The swelling up a la the caterpillar was caused by
interest rates. The long bond declined one-and-a-
half points yesterday, an exceeding rare event in
recent climes of interest-rate stability.
Furthermore, the yield moved above the key
psychological level of 6%.

A backdrop of bearish news that has to scare
even the bravest long predators accompanied the
deception. For one, William McDonough,
president of the Federal Reserve Bank of New
York, said it would be foolish to declare victory
over inflation.

Next, the Fed's latest survey of regional economic

h.. /index.cfm?fuseaction=main&silo=columnists&depth=1&author_id=331 &article_id=683 06/13/2000
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Nadine Wong conditions, the beige book, indicated that there

Biotech Stocks are too few employees around. Finally, rumors
from the bearish "irrational exuberance" clague
abounded that the Fed is set for 50-and-50 basis-
point increases in interest rates, one before the
Federal Open Market Committee meeting and one

at the meeting. WED - JUNE W7

To add verisimilitude to the disruption, the
market pulled out the broken window gambit.
Novell (NQVL: Nasdaq) said its earnings would
fall more than 50% short of expectations, and
members of the audience not in the inside clique
sold in droves, bringing it down 75% below its
Feb. 17 high. In an environment like this, almost
any attack is much more successful.

Amid all the bad news, some buyers appeared to
have called a wildcat strike. Average daily volume
in Nasdaq stocks so far this week was just 75%
of the average for the year. "Nobody wants to
commit new capital," said a friend in the
brokerage trade. And as the market slid Tuesday
and Wednesday, the Capitalist Pig, a market
column for 20-somethings, sent out a missive
entitied DON'T BUY THE DIP.

It is well to remember that first-quarter earnings
reports usually carry the greatest information
content of all the four reports during the year,
and to note that 72% of the S&P 500's reports so
far have been above expectations. On an
absolute, market-capitalization-weighted basis,
earnings are running up 28% from the year-
earlier quarter. Against this backdrop, a broken
window or graffiti on the brokerage statements
holding Novell may not be averly important.

It also bears remembering that for all the noise
made these days when the 30-year bond yield
pokes above 6%, the yield stayed mostly above
6% from 1990-1997. The lowest during that
period was about 5.79%, and the high was about
9.17% on Sept. 24, 1990. During that long
period in the 6%-plus desert, the S&P 500
returned 240%, including dividends.

We have been wrong many times before, and we
hope we will live long enough to be wrong many
times in the future. Such is the nature of a
forward-looking commentary. At times like these,
we reiterate that all participants should sell to the
sleeping point.

Survival is key when you have an edge, because
h.../index.cfm?fuseaction=main&silo=columnists&depth=1&author_id=331&article_id=683 06/13/2000
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then it's only a question of time until you start
profiting. All who are long-term holders have an
edge, and the market wishes to shake them out
now. We would like to believe that all our
readers, who collectively are infinitely more au
courant and wise than ourselves, do have an
edge with the sharing of wisdom with us and
other readers.

With that in mind, we note that the market
mistress has one last day today to scare weak
longs. She loves to do this on the day before the
monthly employment report, and aimost
invariably it is darkest before what usually turns
out to be a very benign stock market reaction to
the actual number.

As Mark McNabb, a Virginia Tech University
professor, wrote, "There have been 30 PPI
reports, 30 CPI reports, 30 NAPM reports, and
countless sales reports and beige books since
1997, and I'm willing to guess that when the
equity market looks over its shoulder to the bond
traders for guidance, that any apprehension that
results in a decline of significance has only
provided a buying opportunity, both short- and
intermediate-term, to the equity market."

As we go to file our column, we can report
confirmation of Professor McNabb's speculation.
We examined 74 similar instances over the past
six years where interest rates showed a
significant increase over the previous ten days.
Such events were highly bullish for stocks over
the next five days, with a rise (and usually a very
nice one) occurring in 70% of all occasions.

Unfortunately, there is considerable overlap in
the observations, so we will not be able to follow
the directive of our mentor and reader Steve
Stigler, who advises in his masterful book,
Statistics on the Table, that important issues like
this require methods for measuring and
expressing the uncertainty in the conclusions, as
well as conventions for deciding how much
uncertainty is too much.

But as McNabb said, "Equity can scarcely call the
bond side better informed on the direction of
rates and, especially, Fed policy, as the bond
community is steeped in economic traditions from
insular markets that no longer exist. Their
reasoning is like double batter-dipped deep-fried
Cajun chicken with extra spices. All that theory
sounds great; but eat too much, and you get

h.. /index.cfm?fuseaction=main&silo=columnists&depth=1&author_id=331&article_id=683 06/13/2000
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indigestion.”
Speculator's Scorecard
Days Up/Days # LDaatZ:tm % % Change
Down Ratio Streak Change (last 10
(YTD) (YTD) YTD days)
Dow 1.02 Down 2 -8.9 -2.7
S&P 500 1.02 Down 2 -3.7 -1.8
Nasdaq 1.21 Down 2 -8.9 -2.3
Europe
STOXX-50 1.26 Down 1 7.3 5.6
Dollar/euro 0.83 Down 2 -11 -5.3
Nikkei 1.00 Up 2 -3.0 11
Dollar/yen 0.93 Down 1 6.4 4.0
Gold 0.87 Up 2 -3.4 -1.1
oil 1.33 Down 1 17 7.7
Bond Futures 1.27 Down 3 4.7 -2.4
2-Yr Note 0.89 Down8  -0.8 -0.8
Futures
Bund Futures 1.15 Down 2 0.9 -1.1

Laurel Kenner is a financial writer in New York
City. During her 16-year career, she has reported
on police, politics and aerospace, and most
recently headed US stock market coverage at
Bloomberg News.

Victor Niederhoffer is a private speculator
specializing in futures and options trading. He
formerly managed money and hedge funds, and
had one of the best records until turmoil in Asian
markets in 1997 caused financial disaster. He is
the author of best-selling The Education of a
Speculator. His hobbies include music, electricity,
sports and ecology, all of which form a foundation
for his scientific speculation.
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Readers Weigh In Ahead of Data
,“ mmnm

By Laurel Kenner and Victor Niederhoffer

Columnists
05/05/200Q 7:59 AM

Dow Jones Industrial Average

10550

We've been saying all week that the market would
try to shake out the longs before a bullish
employment number. Big declines on Tuesday and
Wednesday were followed by a stalemate on
Thursday, as the market closed almost exactly
unchanged. The S&P 500 never rose more than
0.4%:; nor did it fall more than 0.7% from the
previous close. Nasdaq 100 futures rose 0.13%.

1112 1 2 3 4
Dow 711064821 433
Ngsdég“- 370832

S&P .. 143032
WIADR 9138138
' 8.18

By the time you read this, you may already have
found out whether we were right or wrong. Today
should be a wild day: Europe and Asia are up, and
as we write, the broad US market is up about 0.5%
in early trading. The night bonds and that
Patar Mat omniscient market, the German bunds, are showing
------------ : stability. So the preliminary indications are not
T “in o altogether out of line with our point of view.

But that could change on a dime. The market likes
to make monkeys out of a duo like us who are
willing to stick their heads out from time to time
rather than retreating behind the placid mediocrity
of description ar, as Galton so directly put it,
shrinking "from the responsibility of standing and
acting alone" and instead exalting "the vox populi
-------- even when they know it to be the utterance of a
mob of nobodies."

' Barbora Rockefelet
CYechnically Speaking:

But since we're writing before the number's
release, we're going to stay above the fray and
share some of the outstanding insights we've been
getting all week from our readers.

..........

We've said from the beginning that the market is
too dynamic, too ever-changing, toa complex and
too specialized for any two, even two with a
combined 100 years, to encapsulate properly. But
by tapping into your tastes, your abillities and your atve stop 'm”'n'
know-how, we hope to be able to deliver something fMIll

au courant and valuable. 'Mlll‘ﬂllﬂﬂ&‘!

We're sending canes to everybody quoted below as
a reminder to hobble down to Wall Street to buy -
good stocks, at apprapriate points in the
ever-changing cycles, just as canny old traders did
back in the days of top hats.

Lo L20322769%/ 7 € "0 tattus/U0b72u00 Bile AM T -guZ/uu
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The following insight on "the squawk effect," from
reader David Ciocca, should be taped to every
investor's television set: "Essentially the best
strategy is to ignore the words of Wall Street
pundits - completely. Their opinions are biased and
not quantifiable. The bias comes from several
points - including underwriting, trying to move
blocks of stock, etc. The lack of quantifiability is the
real kicker for me. I've never seen any reasonable
statistical evidence regarding analyst calls - going
either with or against. It's pretty random.

"Another is total lack of accountability. When some
analyst raises xyz.com to strong buy, and sets a
zillion-dollar price target, he gets on CNBC, chat
rooms, etc. That's marketing, Year 2000 style.
Notice that these people are quite well paid to get
exposure, not worry how their picks perform, as
there is no real consequence for being wrong. In
fact, it may get them even more publicity. (By the
way, has anyone else noticed that the number of
attractive young females giving recommendations
on CNBC and CNN is off the charts? I doubt this is
by chance on these stations with a large majority of
male viewership.)

"] swore off CNBC two years ago, but still catch
glimpses from time to time. I've heard many
people blame the financial media, brokerage firms,
etc., for the recent market break, and that's
childish. Do your own homework, focus on science,
and ignore the talk. I think you'll sleep better."

We could all use more sleep, David. Thanks.

Jim Daniels takes on another market species:
stockbrokers. He has come to see his former
broker, he says, as a market tell. Right now, "He is
very bearish and sees outright catastrophe in the
near future. This guy is always wrong and to my
knowledge has never made a dime in the markets."

Tom Augenthaler turns for inspiration not to
brokers or pundits, but to great military
commanders. "My position is such that no
obstacles, such as a faorest, are situated at my back
(which means I have a sound line of retreat) - as 1
learned from Caesar." Having a clear line of retreat
might include avoid illiquid stocks and having
enough in reserve to cope with contingencies, we'd
venture to say.

Steven Tobin, for his part, says he finds it best to
go easy on the war metaphors: "If one views the
market as 'enemy' and trading as "battle,’ the
result is likely to be combat fatigue.”

Lastly, we are pleased to unveil, with his
permission, the identity of Estudiante Y2K, the
business school student and library denizen who
wrote us with the insight, "The market will do what
will confound the most." He is Larry Chen of the
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University of Michigan. Recently, he told us that the
Jimmy Cannon maxim we cited a few days back as
an example from the great sportswriter's "Nobody
Asked Me, But..." columns -- "When [ ride in a taxi I
consider all pedestrians to be hindrances. When [ 'm
afoct all vehicles become my foe" - can be applied
to trading.

just as Cannon hated pedestrians only when he is
in a taxi, "the uneducated speculator is bullish
simply because he owns stocks," Estudiante wrote.
And just as Cannon hated taxis when he was the
pedestrian, "the untrained speculator maintains a
bearish posture simply because he is short."

And to return to where we began this week, with
the deceptive, card-playing, hurricane-unleashing
mistress of markets, a reader who identifies himself
as Leonard offers insight inta playing poker with
the lady. "The little guy's biggest handicap is his
(or her) own psyche: they MUST be in the market.
The need for instant gratification and ego

fulfillment sit as close as the keyboard. I always
remember Stanley Kroll's books as useful in that
regard. He stressed that money was made by
sitting still and letting the move play itself out,
rather than frantically trying to catch every twist
and turn."

That holds true for this week and for all time.
Thanks to all for those insights, and please keep
them coming for our mutual benefit.

Laurel Kenner is a financial writer in New York City.
During her 16-year career, she has reported on
police, politics and aerospace, and most recently
headed U.S. stock market coverage at Bloomberg
News.

Victor Niederhoffer is a private speculator
specializing in futures and options trading. He
formerly managed money and hedge funds, and
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had one of the best records until turmoil in Asian
markets in 1997 caused financial disaster. He is the
author of best-selling The Education of a
Speculator. His hobbies include music, electricity,
sports and ecology, all of which form a foundation
for his scientific speculation.
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real time quote FREE SpOt {N
€ symbol lookup By Laurel Kenner and Victor Niederhoffer Dow Jones Industrial
site search Columnists
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contents  The following letters were found in a bottie off
: i the coast of Newfoundland. We share them 112 1 2 3 4
::odumn sts because they seem to contain potentially valuable  pow 10578 47
n “St?; sectors information. A few other letters in the bottle had ~ Nasdag ~ 37246:
g1utua unds become wet with seawater, so the legibility of s&P 1424.43
ata center some of the phrases was questionable. WIADR .. 1361.1C
regions 30Y( T ©o 821
., , grvrrsew  From an initial reading they seem to refer to a Data de'ayed by 20
|NSURANCE {3 )gd;] reader stock-.picking compet?tion to be held on S 1 TR K\r
mortgage center www.worldlyinvestor.com this week. We sent i’e‘g’i ﬂ’ : fgm
;iél;;al_e_nuﬂg_%ugm those letters to Langley for imaging analysis, and cCEMER et
erage center . - .
inyesting gl , will publish them in full on Tuesday.
enine hank]
[+]
wlcglﬁiiﬂnlg:;:"“' May 3, 2000
Phillips newsletter canter
Insurance centerNewl Dear Laurel,
Take the Investment
Challenge-Win $500 The fisherman's telegraph line, Laurel, is rife with
- rumors that you have amassed lists of individual
newsletters raee stocks that you believe have potential for
Morning Financlal Update superior price appreciation relative to risk.
Stocks to Watch
Stocks and Markets Daily . .
Bank Stocks When I heard this, I almost jumped up on the.
gﬁ%—f}_‘;—;ﬁks boat for joy because, quite frankly, while we read ———
Hiddan Value Stocks you every day on the Internet at
Pg%@ www.worldlyinvestor.com, the one thing we
nternet Stocks . . oo ;
MBA Weekly Wrap fisherman wnsh. for is your insights on the right
Mutual Funds stocks to buy right now.
Mutual Funds Scorecard :
g;‘;‘,{%‘;%‘g;‘f,‘;‘“ Allow me to introduce myself, !.aurel. I'ma 20-
Talecom Stcks something dropout from U. Maine at Presque Isle.
/{fn‘lg—g’ff;jm&s For the last three years, I've made my living as a
Asla Stocks crewman specializing in setting lures on a 250-
Emerging Marksts Stocks foot swordfish boat out of Rockport.
Europa Stocks

During these trips, we used to spénd the evening
watching Lonesome Dove and reading Louis
L'Amour novels. But in the last few years, we've

http://worldlyinv.../index.cfin?fuseaction=main&silo=home _page&depth=0&article_id=690 06/13/1988
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when there is slack time. The ship library used to
contain things like Playboy and Sidney Sheldon,
but now it's mainly devoted to Value Line, S&P
and The Wall Street Journal.

In any case, we all read your work every day,
and we learned there that you have stripped
away all essentials from the process of stock
selecting, and started not with sales, or earnings,
or net worth, or margins, or Ph.D.s, or press
releases, or patents, or lightness of product, or
what have you, but with the letters of the
company names themselves.

Before dropping out, I majored in biology and
linguistics. An index based on letters in company
names made so much sense to me. After all, DNA
and RNA strands are best looked at letter by
letter. This will enable us to ultimately unravel
the whole structure not only of mice and sheep,
but also of humans themselves. And in
languages, the basic building blocks - the letters
- are the keys to how people think and what kind
of culture is involved.

Anyway, now that I know you can tell me how to
make a buck as well as which way the market's
going, well, in all honesty, I'm ecstatic.

Fisherman Vic
May 5, 2000
Dear Fisherman Vic,

What you heard over the telegraph line is true.
(That's pretty good reception you have out there,
fisherman.) I went through the monthly stock
guides, and each December for the last two
years, I found all the companies that begin with
X. Then I simply examined their return for the
next year.

When I say simple, Vic, it wasn't that simple,
because these X companies have a way of being
acquired and slipping away like a bass from bait.
Of the 12 companies I started out with, five have
been acquired. So I assumed that the proceeds
from this acquisition were reinvested in the index
at that time.

I'll publish the results in a column soon.

http://worldlyinv.../index.cfm?fuseaction=mainé&silo=home _page&depth=0&article_id=650 06/1 3/1988



May 6, 2000
Dear Laurel,

All the fisherman are talking about your letter.
They like how you selected the companies
contemporaneously, because they've noticed that
~ almost every other study of systems and indexes
is selected retrospectively and this makes the
results about as valuable as setting your nets in

the same place as rival boats were catching fish
last week.

It might interest you to know, Laurel, that
sometimes during the evenings the captain
allows me to get on the radio and talk to captains
on other boats. Well, it's funny, the backing and
filling among the captains -- the way we try to
deceive them into thinking we're doing badly or
well, so that they won't interfere with our real
goals and plans. It reminds me of nothing more
than the claques and touts on the Money Honey
channel, which all the guys here are so partial to
when they're not reading you.

Well, here goes. We're coming into Rockport on
Monday, May 8, and without beating around the
bush, I sort of won the boat pool. And I was
selected to host you, if you're willing of course, to
a fish dinner at the Four Seasons restaurant in
New York. They buy our produce fresh off the
boat, and I can assure you it's No. 1 quality.

Also, I've heard that they have recently filled up
their pool again, which they emptied when the
Nasdaq took that 25% dive a few weeks ago, for
fear that some of their patrons might drown
themselves.in it.

I hear you are great at swing, and while this is
not my specialty, I can do a hornpipe or two. So
if you're willing, Laurel, and if you could just
share your current list of X companies with me at
that time, it would be the thrill of a lifetime for us
on the boat, and I hope you will not be overly
disappointed.

Fisherman Vic
Monday, May 8

Dear Fisherman Vic,

http://worldlyinv.../index.cfm’?ﬁlseactionqnain&silo=home __page&depth=0&article__id=690 06/13/1988



I will be happy to have dinner with you tonight,
but it would not be fair to my readers and it
might raise the hackles of the referees if I
revealed my list to you privately. So here is the
list, which I am simultaneously posting to my
readers.

Of the 12 companies in the water on Dec. 31,
1997, five have been gobbled up by bigger fish.
Xionics, Xomed, Xylan, Xoom.com and XLConnect
were alive and very healthy when eaten, in most
cases a few hundred percent bigger than when I
first spotted them. I assumed that these fish
went to Father Triton at the time they were
acquired and asked for a Treasury bill return until
the end of the year.

The seven still swimming today are: X-Rite
(XRIT: Nasdaq), Xeikon (XEIK: Nasdaq), Xerox
(XRXNYSE), Xicor (XICQ: Nasdaq), Xilinx (XLNX:

Nasdaq), Xircom (XIRC: Nasdaq) and Xtra (XTR:
NYSE).

And I'm adding four new companies to the list as
of the end of April, namely: Xcelera.com (XLA:
Amex), XL Capital (XL: NYSE), Xpedior (XPDR:
Nasdaq) and XM Satellite Radio Holdings (XMSR:
Nasdaq).

The index started at 100 at the end of 1997,
advanced to 141 by the end of 1998, rose to 287
at the end of 199, and stands as of May 5, 2000,
at 333. This compares to a move from 100 to 153
in the S&P 500 during that period and from 100
to 253 in the Nasdaq.

Looking forward to swapping more fish.

Laurel
Speculator's Scorecard
Days Up/Days # gzztln % % Change
Down Ratio “Streak Change (last 10
(YTD) (YTD) YTD days)
Dow 1.02 Up1l -8.0 -2.5
S&P 500 1.02 Up1l -2.5 -0.1
Nasdaq 1.26 Up 2 -6.2 4.8
Europe
STOXX-50 1.26 Up1l 7.4 3.8
Dollar/euro 0.87 Up1l -11 -4.3
Nikkel 0.98 Down 1 -3.9 -0.3
Dollar/yen 0.93 Up2 - 59 2.7
Gold 0.89 Down 1 -3.1 -0.4
oil 1.32 Up2 20 5.5
Bond Futures 1.21 Down 5 -0.5 -5.0

http://worldlyinv.../index.cfm?fuseaction=main&silo=home _page&depth=0&article_id=690 06/13/1988
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Bund Futures 1.15 Up1l 0.6 -1.1

0.85 Down 10 -0.9 -0.9

Laurel Kenner is a financial writer in New York
City. During her 16-year career, she has reported
on police, politics and aerospace, and most
recently headed U.S. stock market coverage at
Bloomberg News.

Victor Niederhoffer is a private speculator
specializing in futures and options trading. He
formerly managed money and hedge funds, and
had one of the best records until turmoil in Asian
markets in 1997 caused financial disaster. He is
the author of best-selling The Education of a
Speculator. His hobbies include music, electricity,
sports and ecology, all of which form a foundation
for his scientific speculation.

[ top

@worldlyinvestor.com g u

@\\-:xrldryinvestor.cam

columnists I industry sectors | mutual funds l data center l regions I resources I newsletter

help | about us | site map | feedback | copyright policy | contact us | advertise
© 1998-2000 Worldly Information Network, Inc. All rights reserved.

http://worldlyinv.../index.cﬁn?ﬁlseaction#nain&silo=home _page&depth=0&article_id=690 06/13/1988



worldl estor.com
Prom

to 120322769 srv?'siwyg:/IS8/ht‘tp://woar.li!_‘lyibvss7cb, gowoxaﬁsdcfl}% %&deplhw&am’cle_ﬁa?

What a second or’ a‘owntz'me
costs your e-business

columnists industry sectors tuatl funds data center regions resources __newsletters

A Whale of a Stock-Picking Competition

By Laurel Kenner and Victor Niederhoffer
Columnists
05/09/2000 8:15 AM

sponsored by

Whenever it is a hot, humid early summer in my
soul; whenever it requires a strong moral principle to
: prevent me from deliberately stepping into the
----------------- street and methodically knocking people's hats off;

G A whenever there is no volume and no movement and
no apparent way to make money in the stock
market—- then, I account it high time to get to
speculative seas as soon as I can.

Ishmael, in Herman Melville's Moby Dick, never went
to sea as a passenger, but as a sailor. That way he could
breathe the pure air of the forecastle deck before it ever
got to the commodore back on the quarterdeck. In much
the same way, Melville wrote, "the commonalty lead
their leaders in many other things, at the same time that
the leaders little suspect it."

We began this year with the idea that only with the
participation of readers could we accomplish our goal of
writing the best stock market column of all time. And
the people who have been kind enough to read and
respond to our columns have surpassed all our
expectations. Not one of them appears on television as a
talking head,; rather, like sailors they are out in front
getting good exercise and breathing the fresh sea air
before it ever gets to the upper hierarchy on the
quarterdeck, where it can be distorted by a thousand
foul scents.

Just as Ishmael bravely responded to the call for a
whaling expedition, our mailing list — medical doctors,
money managers, academics, tech industry
entrepreneurs and journalists — promptly took us up on
our invitation to enter a stock-picking competition.

We set down just two rules. One, the stock had to be a
highly speculative one -- a whale - that they did not
currently own. Two, we required them to voice thetr
reservations about buying.

We received 25 entries. At the end of six months, we
will compare the performance of the Sailors' Index with
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that of the Nasdaq 100. If the sailors win, we will hold a
gala party in New York City to which all who entered
are invited. We'll also reward the individual winner of’
the competition with a good tish dinner at an
appropriate venue.

Our readers are geographically dispersed and may not
be able to make the voyage to New York City, but we
will pick up the tab at a dining establishment of the
winner's choosing. Something tells us that the odds in
favor of the gala party taking place are 10 to 1 or better.

There is room for two whaling boats on the sea. If more
readers submit picks, we'll form a second portfolio, the
Sailors' Index II. Include your name, why you like it,
and what makes you hesitate to buy it now.

Yesterday's move had the seeds of chaos in it -- down
substantially from close to close but up substantially -
from open to close. Just enough divergence to fake out
all the fixed-rule players. Our reading is that such actual
chaos (as opposed to the non-predictive and
non-quantifiable stufl usually trotied out) is quite
bullish, and we are betting that Vic will get to see his
chiropractor at the end of the day.
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On Tuesdays, we always receive a number of
communications from concerned readers on Tuesdays
hoping that Vic gets to go the chiropractor at the end of
the day's trading. Appropriately, the missives always
end, "for your sake as well as ours." As we write,
European markets are down while US futures are
indicating little change, and Vic hopes to make that
appointment.
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Laurel Kenner is a financial writer in New York City.
During her 16-year career, she has reported on

police, politics and aerospace, and most recently
headed US stock market coverage at Bloomberg
News.

Victor Niederhoffer is a private speculator
specializing in futures and options trading. He
formerly managed money and hedge funds, and had
one of the best records until turmoil in Asian markets
in 1997 caused financial disaster. He is the author of
best-selling The Education of a Speculator. His
hobbies include music, electricity, sports and ecology,
all of which form a foundation for his scientific
speculation.
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Herding Instincts in Whales, Market
Participants
By Laurel Kenner and Victor Niederhoffer

Columnists
05/10/2000 9:25 AM

"Whosoever of ye raises me that same white
whale, he shall have this gold ounce, my boys!" -
Capt. Ahab, hammering a Spanish gold piece to
the main-mast as a reward for the whale in
Herman Melville's Moby Dick.

When we ran our Sailors' Index of reader stock
picks yesterday, we invited others to participate
in a Sailors' Index II. We are pleased to report
that a good number threw their harpoons into the
"briny deeps," as reader Gwen E. Shafer put it.

From the picks, it's evident that our readers
expect that technology companies have the best
chances for superior performance. The picks show
great variety, but all the companies possess or
hope to possess some niche or edge in a growing
industry.

Fishing on Turbulent Seas

It's also clear that the recent turbulence of the
market has shaken everyone up. In submitting
his stock pick, Illinois Superconductor, Robert
Morris might have been speaking for ail when he
wrote:

"Reason to buy: Beaten-down volatile stock in
volatile sector.

Reason NOT to buy: Beaten-down volatile stock
in volatile sector."

we'll announce the winners in six months. Good
luck to all.

While all this fishing was going on, we received a
missive from 10-year-old Devon Malori, who
wrote us that while walking on the beach one

FOCHULINCCS new:

10:38 AM ET 05/10,

marketglar

1121 2 3 4
Dow 10578.4C
Nasdaq 37248:
S&P 1424.4
Wl ADR 1351.1C

30VYr Tr. 8.21
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inside:

Message in a Bottle

"We fisherman follow the schools of fish, to
maximize our catch. A few fish (usually the weak
and dying) always swim away from the school.
But every so often, the strongest, leader fish
break away from the school. Wise fishermen
follow the strongest lead fish because they know
that the school will soon follow."

Miss Devon said she didn't know what it meant,
but thought she should tell us. She added that
the following cryptic phrase appeared at the
bottom of the page: "Five-day breakaway from
the school: CSCO, QCOM, LU, ORCL, T."

"I hope that helps you," she wrote. "I'll tell my
dad about it too."

At first we thought that Miss Devon was a grown-
up having a bit of fun with us, and demanded
that she tell us what hedge fund she worked for
after school. But it turns out that she is a bona
fide 10-year-old with insight into the stock
market. We have therefore made her an official
Speculators' Correspondent, and have
encouraged her to share the contents of any
other bottles she happens on.

Melville's "Moby Dick" is a classic work of genius,
which like the oevre of Cervantes, Dante, Hugo,
Rabelais, Shakespeare, Tolstoy, Twain, Homer
and Virgil, is as fresh today as it was 150 years
ago when it was first published to great critical
rejection. Miss Devon talks about the declines of
the tech-telecom herd -- Cisco (CSCO: Nasdaq),
Qualcomm (QCOM: Nasdaq), Lucent (LU: NYSE),
Oracle (ORCL: NYSE) and AT&T (T: NYSE). And
Melville, describing a group of gallied, or
panicked, whales that broke formation and
started swimming in vast irregular circles, speaks
to us today:

"Had these Leviathans been but a flock of simple
sheep, pursued over the pasture by three fierce
wolves, they could not possibly have evinced
such excessive dismay. But this occasional
timidity is characteristic of almost all herding
creatures. . . Human beings, when herded
together in the sheep-fold of a theatre's pit, will
at the slightest alarm of fire rush helter-skelter
for the outlets, crowding, trampling, jamming and
remorselessly dashing each other to death. Best
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strangely gallied whales before us, for there is no
folly of the beasts of the earth which is not
infinitely outdone by the madness of men."

The tendency to act as a herd is appropriate for
oxen and whales, but inappropriate for humans in
almost all situations, especially stock market
investing. After two bad days in the Nasdaq and a
10% retreat from its recent post-crash high, it is
time for standing against the tide with massive,
vitalizing, life-sustaining purchases good for a
generation or two, rather than retreating to the
mediocrity of the center.

The following list of picks of our readers may
serve as a starting point.

We are sorry to report that Laurel was forced to
leave her rendezvous with Fisherman Vic early to
meet a deadline. As the keeper of all indexes, she
takes her job very seriously. In her haste to get
to her PC, she left the Sailors II list behind.
Imagine her relief this morning to find it in her
lobby with the following note:

"If I live to be 100, Laurel, I will never forget the
pleasure it was to dine with you and to talk about
your stock picks and background as a concert
pianist and police and aerospace reporter. Please
forgive me if I fired question after question at
you, but I was just off the boat, and I had a list
to answer from my fellow fisherman. I was of
course disappointed that you had to leave so
early, but I understand that markets, to people
like you, will always take precedence over
pleasure, albeit in your case the two seem
intertwined. In any case, I presume the sealed
envelope you left behind contains the list of
companies recommended by your readers as
purchase candidates, and I enclose it herewith
before returning to Rockport. Au revoir, star
reporter. Fisherman Vic."

Thanks, Fisherman.

Readers’ Picks Il

Pick Reader Like Dislike
4Kids Shorts say
Entertainment M.S. mievci:nod 23:???& Pokemon was a
(KIDE) P ¥ fad
Jumps 20 points on 1 suspect it's
Aether (AETH) R.M.. merest hint of absurdly

bullishness overvalued

Sells to rapidly
Aether (AETH) M.L. growing wireless No track record
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Commerce One

Conductus
(CDTS)

Electric Fuel
(EFCX)

JUR
Superconductor
(1sC0)

1.
Superconductor

Individual
Investor (INDT)

Invision (INVN)

Jaco Electronics

LightPath Tech.
(LPTHA)

NCT Group (NCTT)

palm (PALM)
Qlogic (QLGC)
Siebel (SEBL)

Silicon Storage
Tech. (§5T1)

Sony (SNE)

Sycamore

Networks (SCMR)

Thermo Tech
(TTRIF)

Infrastructure for

T.A. B2B online TO\? Fartlicley’
commerce o e
G.A Rewards from Uncertainty on
‘™ booming wireless. timing.
. Unknown,
S.T. tF;::ohr::)sl?g untested
ay company
Beaten-down volatile  Beaten-down
B.M. stock in valatile volatile stack in
sector volatile sector
M.L Huge market Market wants
- potential earnings now
. . They'll tank if it
They'll fly if their .

G.E.S. fails (Jreport due
cancer drug works May 201)
Growing need for . -

S.LW. investment High volatility of

N - mall-cap marke
information small-cap t

Huge backlog,

M.G. chance for explosive Dependent on

govt contracts

growth
Well-run growth  Not the best time
R.AW.
company to buy.

Fiber-optics are the

SKI future, not DSLor  Moves closely

cable with Nasdaq

Optical equipment In grips of
P.W.P. w/optical computing message board
kicker chattering class

Don't want to

Noise cancellation
se cancellat take out a second

technology mortgage
M.H.  70% market share More ;;:Iayres n
Computer storage Ancor bid
H.F h ; -
market niche expensive
Destined to become .
J.F. biue chip Inflated valuation
. . . Will get slammed
L.C. Making new highs in if market goes
bear market
lower
FM, Will bring the Netto  pion vaiuation

TV
Major player in
F.G. booming figer-aptic
telecom area

highly volatile
stock

May never come

H.K.L. Future possibilities to pass

Some readers reported some trouble in linking to
our e-mail. If you did, or would like one more
chance to enter the competition, kindly e-mail us
at speculators@worldlyinvestor.com. We value
your recommendations, and are confident they
have considerably more predictive value than
those of star analysts or brokerages.

We will report periodically on the progress of
these portfolios in our Speculator's Scorecard. In
six months, we'll hold a gala party for the team
or teams that beat the Nasdaq 100's
performance. And we'll treat the individual

winners in each index to a good fish dinner at the
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Laurel Kenner is a financial writer in New York
City. During her 16-year career, she has reported
on police, politics and aerospace, and most
recently headed U.S. stock market coverage at
Bloomberg News.

Victor Niederhoffer is a private speculator
specializing in futures and options trading. He
formerly managed money and hedge funds, and
had one of the best records until turmoil in Asian
markets in 1997 caused financial disaster. He is
the author of best-selling The Education of a
Speculator. His hobbies include music, electricity,
sports and ecology, all of which form a foundation
for his scientific speculation.
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The Market Tests and Retests Its Lows
By Laurel Kenner and Victor Niederhoffer

Columnists
05/11/2000 8:23 AM
Click hera for printer-friendly version

Dow Jones Industrial

It was a cold October of a May day in New York
on Wednesday, with the temperature dropping 30
degrees, the S&P 500 falling 2% and the Nasdaq
sinking 6%.

Bad weather is inordinately associated with big
market drops. While studies to this effect have
appeared in learned journals, we ordinarily would
not unload such a shibboleth without putting
some statistics on the table. But we've devoted
this week to approaches to individual stock
selection and we are overwhelmed.

Fish for a Lifetime

We believe that the fruits of this effort will last
for a lifetime rather than the short time that it
will take for this market to return to ebullience.

one siup shop

Wednesday was one of those days that was much
easier to game from the grandstand than the
playing field. From the comfortable view of
hindsight, it was easy to foresee. The S&P 500
opened down about 1% at 1409, almost exactly
what it did last Friday. But instead of rising 2%
as it did Friday, on Wednesday it did the
opposite, dropping 2%.

The market doesn't like to make things easy for
its votaries, any more than Christy Mathewson
would pitch to a batter's groove.

Bulls Run Scared

The relentless retest of the old lows in the market
has been fearsome enough to bring a tone of
caution to even the stalwart bulls among our
savants.

"It's never good when the leadership takes a

RIS VAVLY)
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University's business finance department,
referring to Cisco's (CSCQ: NYSE) debacle this
week. "One has to believe that the bears frolic
from the May Fed meeting to June options
expiration. The light volume this early suggests
fear. This time we could get fear that distracts us
from our typical disinterest as the market waits
for the next rate hike to determine when the
skies are clear...could see real illiquidity out
there."

"And the irony,"” he adds, "is that I'm the
optimistic one!”

In times like these, and at all times, it's good to
stand back and do some measuring and counting,
as recommended by our patron saint Francis
Galton, inventor of multivariate analysis,
fingerprinting, weather maps, composite
photography and the whistling teapot.

We expect a bullish whistle from the market
imminently. Meanwhile, we'll look for insights by
analyzing the entries for our reader stock-picking
competition, now that all the picks are in.

Three Nets now in the Water

First, a few words about the competition. The
first group of entries, published Tuesday, were
invited from readers who have been giving us
feedback over many months. The second group,
which ran Wednesday, was from people who read
Tuesday's column and were able to make their
decision pretty quickly.

Some of the readers who made submissions for
the third group of entries, published today,
unfortunately were unaware of the rule requiring
that the stock be one they didn't own. Without in
any way pointing an accusatory finger, there's an
all-too-human tendency to hype one's holdings so
as to get others to push them up. So we
eliminated entries when the reader disclosed an
ownership. We also discarded picks when the
reader omitted to say why they hesitated to buy
now -- another attempt on our part to bring some
objectivity to the picks.

Here is the third and final list:

. Readers' Picks il

Pick Reader Like Dislike
Be Inc. LF Oparating system for Internet
(BEQS) o Internet appliances appliances????
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G E. YVil penernt rrom ail races compeut_lon
cMar(eman - sk aspects of Internet  from DoubleClick

Copper .
Mountain  1.Z. DSL hot Stack may fail with

(CMTN)

Echalon . Managemant, profit

(ELON) T outlook, customers Unproven market

Energy Conv. . Decades of no

Devices R.B. iﬁ:ﬁl%:::i:e:::;:: profits may not end

(ENER) 9 soon
Imaging Daveloping new, less FDA approval
Diagnostic M.O. unpleasant uncertain; bulletin

(IMDS) mammography board

Valuation affected
by herd instinct
Too small to
G.C. Growing earnings compete with big

rivals
CEQ a genius; Very volatile; try
Reuters/Cisco backing catching in low 50s
Wireless parts maker
Vari-L (VARL) P.S. ramping up into May be too small
prime-time

Incyte (INCY) D.J.Q. World-changing field

Robotic Vision
(RQBV)

Tibco (TIBX) N.L.

We can report that stocks in the biotech-medical
field excited the greatest interest, with 10 picks
of the 55 total selections. Telecom equipment
companies, including fiber-optics parts makers,
were runners-up, with eight.

Next was software (six companies), and chips
(five). Three are involved in helping businesses
adapt to the Internet. Two make next-generation
batteries. The rest were scattered in various
categories.

Surprisingly, no dot-coms made the list.

With 55 entries, readers chose the same stock in
only four cases.

Twenty of the companies have market values
below $500 million. Three were between $500
million to $1 billion, 12 were between $1 billion
and $5 billion, and 15 were greater than $5
billion.

Four-fifths of the stocks are on the Nasdaq,
vastly outnumbering the four New York Stock
Exchange listings. There were four bulletin-board
stocks and one each from the Nasdaq Small-Cap
listings and the American Stock Exchange.

We also looked at insider transactions on these
stocks, and note that in only eight cases was the
last transaction by a company officer or director a
buy: Caliper, Ligand Pharmaceuticals, Tokheim,
Invision, Jaco, Palm, Beos and Robotic Vision.
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You need every edge you can get. And trades by
insiders have predictive signifcance, according to
numerous academic studies -- including one of
Vic's, published 35 years ago in The Journal of
Law and Economics, and the most recent
definitive study, Investment Intelligence, by H.
Nejat Seyhun. For the 12 months following
insider purchases, Seyhun found, stock prices
outperformed the market index by two
percentage points.

We'll publish updates from time to time on how
the three teams and the individua!l picks are
doing. Winners will be announced in mid-
November. We'll buy a fish dinner for the person
in each group whose stock had the greatest
percentage gain, and we'll have a party in New
York for the members of any group that beats the
Nasdaq 100. Thanks to all for entering.

Speculator's Scorecard

Days Up/Days # Days in % % Change
Down Ratio ls‘:::::( Change (last 10
(YTD) (YTD) YTD days)
Dow 1.00 Down 2 -9.8 -5.3
S&P 500 0.96 Down 3 -5.9 -5.3
Nasdaq 1.17 Down 3 -17 -6.8
o oPe 1.17 Down3 15 -3.8
Dollar/euro 0.86 Down 2 -9.9 -1.8
Nikkei 0.91 Down 4 -11 -6.3
Dollar/yen 0.91 Down 1 6.8 2.9
Gold 0.88 Down 1 -3.6 0.7
Oil 1.34 Down 1 23 14
Bond Futures 1.23 Up 2 3.9 -3.0
2Y" Note 0.87 Up 2 -0.9 -0.6
Bund Futures 1.22 Up 4 1.1 -0.8

Laurel Kenner is a financial writer in New York’
City. During her 16-year career, she has reported
on police, politics and aerospace, and most
recently headed U.S. stock market coverage at
Bloomberg News.

Victor Niederhoffer is a private speculator
specializing in futures and options trading. He
formerly managed money and hedge funds, and
had one of the best records until turmoil in Asian
markets in 1997 caused financial disaster. He is
the author of best-selling The Education of a
Speculator. His hobbies include music, electricity,
sports and ecology, all of which form a foundation
for his scientific speculation.
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All Hands on Deck
By Laurel Kenner and Victor Niederhoffer

Columnists
05/12/2000 9:00 AM

Click here for printer-friendly version

Today's column marks the fifth in our series on-
approaches to selecting individual stocks.
Sparked by a fortuitous letter by the scholarly
Fisherman Vic, we started the week by reporting
our index of highly proactive and strategic
companies with names beginning in "X." We can
report that since last Friday's close, the index fell

11% to 297, compared with 8.3% for the Nasdaq.

There was not one winner among them. The
worst of the lot was Xilinx (XLNX: Nasdaq), down
14%.

On Tuesday, Wednesday and Thursday, we
started listening to the sailors -- our readers. We
held a stock-picking competition, guided by the
hypothesis that their knowledge is fresher, more
incisive and more up to date than the narrow
information that hits the canyons of Wall Street.
We have made up three portfolios of their picks,
and will measure the results in six months
against the performance of the Nasdaq
Composite.

The idea didn't meet with universal acclaim. A
reader named Howard wrote in that while he
really enjoyed Fisherman Vic's book, he was
somewhat dismayed by the competition. "When
you have to get contributions from readers on
selecting stocks, I really begin to wonder,"” he
said. "If I wanted to get the drivel from the
amateurs, I can flip from one inane site to the
next.”

Sticking With the Crew

We wish we had more expertise in stock-picking
or that we knew somebody we had confidence in.
But our point of view is that the pioneers, opinion
leaders, connectors and mavens out there are
you, the readers, and that by discovering your
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INSIgNTS ana reportng tnem, we go d mucn
greater service than trying to unload the
anecdotal insights that we bring to the fray.

But overall, we think Melville got it right in Moby
Dick. "1 always go to sea as a sailor,” wrote
Ishmael, "because of the wholesome exercise and
pure air of the forecastle deck. For as in this
world, head winds are far more prevalent than
winds from astern, so for the most part the
Commodore on the quarter-deck gets his
atmosphere at second hand from the sailors on
the forecastle. He thinks he breathes it first; but
not so. In much the same way do the
commonalty lead their leaders in many other
things, at the same time the leaders little suspect
it."

Shakespeare, Rabelais and Cervantes didn't set
out to write works of genius; as so often is the
case, genius arises naturally and without artifice.
Chances are that someone out there with feet on
the ground and nose in the air will do a better job
at identifying such companies than a Wall Street
analyst whose views may be colored by the
Elysian pastures of gourmet meals, visits to the
Masters and even the occasional underwriting
fees.

We will add that we've been fortunate enough
over the past months and years to become
acquainted with many of the readers who
submitted choices, and while they may not be as
visible as the talking heads interviewed by the
Money Honey and her good-looking ilk, they are
hardly amateurs at the investing game.

Readers Provide Incyte

As we read through the entries, some themes
began to take shape. Readers want to invest in
companies emerging as leaders in industries that
will change the world. Frank Martelli likes Sony
(SNE: NYSE ADR) because it will bring the
Internet to television. Shyam Krishna Iyer, an
undergraduate student at Pomona College in
Southern California, likes JDS Uniphase (1DSU:
Nasdaq) because he thinks the fiber-optic cable it
makes will be the backbone of future Internet
access and telecommunications.

Many readers are interested in the revolutionary
promise of genomics, the vast databases that
pharmaceutical companies will use to develop
new drugs, and offered such picks as Celera
(CRA: NYSE) and Incyte Pharmaceuticals (INCY:
llLLp'.l el mucx.uuu{1uscacuuu-—mzuuocsuu-—wxuuuuswccucpux—mt.auuwr_lu—.n Loczu'ucxc_m— TUY 3/ LoIVV
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Ndsuaq).

Some readers looked for companies with new
technologies that could create market niches.
Michael Ott, who is working on a Ph.D. in
chemistry, has his eye on Imaging Diagnostic
Systems (IMDS: Nasdag), which is running
clinical tests of an imaging technology for
detecting breast cancer in a less uncomfortable
way than the standard mammograph.

Developing new ways to improve the standard of
living is what makes life a non-zero-sum game.
It's a positive impuise. While it's reasonable to be
concerned about overvaluation, that shouldn't
blind anyane to the investment potential of
strong technology companies.

Market Intel-ligence

Case in point: We note that while we were
focusing our energies on individual stock
selections, and probably because of it, the
mistress of markets thought she could get away
with sending in some very unfavorable winds. On
Wednesday, she took the Nasdaq down almost
6%. But fortuitously, we pointed out in our
Thursday morning_column that she was just up to
her old tricks and that a return to ebullience was
imminent. And in fact, on Thursday the market
did the exact opposite of what it did on
Wednesday, almost to the minute.

One stock was at the center of this decline and
reversal: Intel (INTC: Nasdaq).

After announcing a product recall, Intel fell 9%
on Wednesday and gained 9% on Thursday.
While we have been overwhelmed by the task of
recording, describing and analyzing the periodic
table of investments submitted by readers, we
did, in the spirit of Francis Galton, put the pencil
to the back of the envelope and looked at Intel's
last three drops of similar magnitude, in each
case cited as the trigger for a general market
decline. We found reason to be bullish both on
Intel and on technology companies.

Aug. 31, 1998: Intel fell 7% on concern that
slower global growth will hurt computer sales.
The stock rose 7% the next day, and five days
later was up 15%, compared with 11% for the
Nasdaq Composite. It is up 124% since Aug. 31,
in line with the Nasdaq's 125% rise.

March 5, 1998: Intel fell 13% on a profit
uup.s.. JInJgex. Cln {1uscucuuu—mamo(.suu—coluuuus'.socucp t—1 OLduUlUl'__lu—JJ chal'LlUIC_lU— FAV.V RS /B W A VIV
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warning. The next day, it rose 3.4%; five days
later, it was up 1.1%, compared with 3.1% for
the Nasdagq. It is up 216% since, compared with
118% for the Nasdag.

July 19, 1995: Intel fell 11% on a disappointing
earnings report. The next day, it dropped 1.2%
more, but was up 4.4% five days later, compared
with 5.0% for the Nasdaq. It has since risen
eightfold, compared with a 300% gain in the
Nasdaq.

After a week like this, which at the nadir caused
many of our readers to retire to their bunks to
rewrite their wills, it is well to remember vis-a-vis
the individual stock picks and the volatile Xs that
were sparked by the messages we received in
bottles, that "the sea rolied on as it rolled five
thousand years ago." :

Speculator's Scorecard
# Days in

Days Up/Dgys Latest % % Change
Down Ratio Streak Change (last 10
(YTD) (YTD) YTD days)
Dow 1.02 Up1l -8.3 -3.1
S&P 500 0.97 Up 1l -4.2 -3.9
Nasdaq 1.20 up1 -14 -7.3
Bidid g 1.19 Up 1 3.9 1.2
Dollar/euro 0.84 Down 2 -10 4.5
Nikkei 0.89 Up 4 -11 -6.1
Dollar/yen 0.94 Down 1 5.9 0.3
Goid 0.88 Down 1 -4.2 0.4
oil 1.37 Upt 28 15
Bond Futures 1.25 Up 3 4.1 -2.3
s 0.89 Up 3 -0.9 -0.9
Bund Futures 1.19 Down 1 29 15

Laurel Kenner is a financial writer in New York
City. During her 16-year career, she has reported
on police, politics and aerospace, and most
recently headed U.S. stock market coverage at
Bloomberg News.

Victor Niederhoffer is a private speculator
specializing in futures and options trading. He
formerly managed money and hedge funds, and
had one of the best records until turmoil in Asian
markets in 1997 caused financial disaster. He is
the author of best-selling The Education of a
Speculator. His hobbies include music, electricity,
sports and ecology, all of which form a foundation
for his scientific speculation.
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Dow Jones Industriai

We did exchange royal garments. Then we stood
before a mirror and so alike were we that both
said it seemed as there has been no change
made.

-Mark Twain, The Prince and the Pauper

Patrick Ewing stands 7 feet tall, and at 37 is one
of the oldest players in the National Basketball
Association. He started out with a blaze of glory:
No. 1 in the 1985 draft, Rookie of the Year in
1986, member of the All-Star team starting in
1986. He was hailed as the great hope for the
Knicks to capture NBA championships.

Alan Greenspan is about 5 foot 6, and at 74 is
past the age most workers retire. His record
includes a 30-year career as chairman of
Townsend Greenspan, a stint as chairman of the
Council of Economic Advisers from 1974-1977,
the miraculous achievement of a Ph.D. degree in
1977 some 27 years after completing his
master's studies, and acclaim for putting the
finger in the dyke in the midst of the 1987 crash
to avert a catastrophe during his rookie year on
the Fed chairman's job. He was hailed as the
great hope for a virtuous economic circle of
growth with little inflation and a rising stock
market.

As current and former New Yorkers, we have
suffered seeing the Knicks' inability to win a
championship in basketball under the 15-year
regime of Patrick Ewing. And most investors have
suffered as Greenspan's Fed raised interest rates
five times in the past 11 months, resulting in a
lackluster stock market.
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Playing an old-fashioned, one-on-one offensive
game centered around the aging Ewing, the
Knicks have repeatedly failed to gain an NBA
championship. He often does not register a single
assist or offensive rebound in a game. When a
younger teammate, Marcus Camby, answered a
question about Ewing returning from an injury,
Ewing gave him a "death stare.” When Ewing
gets the ball, he invariably backs up into his
patented high-outside-jumpshot game, as
compared to the low inside game pioneered by
Michael Jordan. During the crucial closing
moments of a game, Ewing repeatedly calls for
the ball from his teammates, to boos from the
crowd.

During recent years, Greenspan has greeted each
1,000-point rise in the Dow Jones Industrial
Average with growing dismay. He watches
market movements on two computer terminals
and a television set to CNBC, while spending
hours at his cluttered desk "poring over reams of
memos and dogeared statistical tomes,”
according to a May 8 story in the Wall Street
Journal. Greenspan is known as a chairman who
insists on unanimity in all decisions, and when a
committee member does say something not in
accord with the party line, it is often rumored
that he can expect a chewing out from the
chairman. ‘

Greenspan's Old Game Hobbles Investors
The well-behaved crowds at Greenspan speeches
would never go so far as to boo the chairman.
But in private they have taken to expressing
exasperation and cynicism at his remarks, and
some congressman have even taken the
chairman on. "The role of the Federal Reserve is
to set monetary policy, not to jawbone the
securities markets,” Sen. Jim Bunning, R-
Kentucky, told the chairman. One businessman
suggested to a Fed official that Congress require
Greenspan to hold a broad-based stock portfolio
so he would personally feel investors' pain,
according to the Journal article. (To avoid
conflicts of interest, Greenspan's wealth is
invested largely in Treasury bills.)

What Ewing doesn't realize is that the one game
he plays has been passed over in modern
basketball. "The Knicks are getting beaten for the
same reason that Southwest Airlines ate the
lunch of many larger carriers," writes reader
Brett Steenbarger. "The large carriers were

wedded to their hubs and routed all traffic
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through them. Southwest flexibly defined the
most profitable routes, bought smaller planes,
and flew direct. The old style was Wilt
Chamberlain, Bill Russell, and Pat Ewing: route
through the big hubs. The new style is Michael
Jordan, Grant Hill, Larry Bird, Magic Johnson:
hurt you outside, hurt you inside, penetrate off
the dribble, pull up for the jumper -- very
unpredictable, very fluid.”

What Dr. Greenspan doesn't realize is the simple
truth that the modern economy is based upon
innovation and research, not on the iron and coal
that he wet his eyeteeth on during his 33 years
at Townsend Greenspan. Research leads to
development and growth in good companies.
Then compounding, which Dr. Albert Einstein
referred to as the most powerful force in the
world, takes over to multiply the base earnings
and sales by exponential factors.

Greenspan seems to rely heavily on work that
Robert Shilter has published in his provocative
book, Irrational Exuberance. One study in this
book shows that companies with the highest
price-earnings ratios up until 1989 returned less
in the next 10 years than those in the lowest P/E
ranks. But since 1989, the Nasdaq has returned
750%, while the S&P 500 has risen 430%. The
average P/E of the Nasdaq over those 10 years
was approximately eight times the comparable
level of the S&P 500 multiple. Shiller apparently
sold his stocks even before Greenspan became
bearish at Dow 3,000.

Trading Places

How do we know when the irrational attempts of
Ewing and Greenspan have unduly damaged their
teams?

We respectfully suggest that to answer this
question, the Big Fella and the Chairman follow in
the footsteps of the Prince and the Pauper, and
trade places. Both of their teams would benefit.
And when they return to their places, their
outlook would be so much more in keeping with
the times.

Our suggestion may not be feasible, especially
during the playoffs and before the scheduled
Federal Open Market Committee on Tuesday. And
we are well aware that many readers will
disagree with our conclusions on many fronts. We
know our own limitations in predicting markets,

and of the dangers of hubris. We encourage our
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readers as well as the principals and their
colleagues to share their views with us, and we
will publish and send a cane to the authors of
particularly uplifting commentary, particularly
good for providing a firm base during the rough
games we are witnessing.

SCORE: Dow average since first of five interest-
rate increases on June 30, 1999: -3.3%

Eastern Conference NBA Playoffs:
New York Knicks: 2
Miami Heat: 2

Speculator's Scorecard

Days Up/D@ys # LDa:Z:tm % % Change
Down Ratio Straak - Change (last 10
(YTD) (YTD) YTD . days)
Dow 1.04 Up 2 -7.7 -1.2
S&P 500 1.00 Up 2 -3.3 -2.2
Nasdaq 1.19 Up2 -13 -8.6
sTororso 1.21 up 2 5.4 -1.9
Dollar/euro 0.86 Up1 -8.6 0.9
Nikkei 0.91 Down 1 -8.6 -5.9
Dollar/yen 0.92 Up1l 5.8 0.6
Gold 0.96 Up1 41 1.0
oil 1.39 Up2 30 15
Bond Futures 1.17 Down 1 3.2 -3.2
YT Note 0.88 Downl  -1.0 -0.3
Bund Futures 1.21 Up 1 0.7 -1.1

Laurel Kenner is a financial writer in New York
City. During her 16-year career, she has reported
on police, politics and aerospace, and most
recently headed US stock market coverage at
Bloomberg News. At the time of this writing,
Kenner was long SPY and QQQ, securities that
track the S&P 500 and the Nasdaq.

Victor Niederhoffer is a private speculator
specializing in futures and options trading. He
formerly managed money and hedge funds, and
had one of the best records until turmoil in Asian
markets in 1997 caused financial disaster. He is
the author of best-selling The Education of a
Speculator. His hobbies include music, electricity,
sports and ecology, all of which form a foundation
for his scientific speculation. At the time of this
writing, Niederhoffer was net short S&P 500
futures and options.

back to top
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Fed, CPI Create Double-Jeopardy Tuesday
By Laurel Kenner and Victor Niederhoffer

Columnists
05/16/2000 09:10 AM

It's Tuesday, the harshest and most volatile day of the week. The anxiety is particularly intense because of
the double witching of the Consumer Price Index, released to the public at 8:30 a.m. today, and today's
Federal Open Market Committee decision, which will probably be announced about 2:15 p.m.

We've now had three strong up days in the market. Today, a seemingly favorable CPI report has carried
Nasdaq 100 futures up an additional 2% as we write after yesterday's 4% gain. S&P 500 futures are up
0.5% after yesterday's 2% rise.

Goldman Sachs & Co.'s bull market icon, Abby Joseph Cohen, said the market has fully discounted the

Fed's interest-rate increases, and predicted the S&P 500, now down 1.2% vear to date, will be up 10% by
year-end. '

The market doesn't like its votaries to get too complacent, after bullish retail sales on Thursday, a bullish

PPI on Friday, a pre-FOMC rally on Monday and a bullish CPI today, the stage is set for the market to
get some bites in.

One way to gain perspective on the battle of the bulls and the bears on days like this is to look at previous
moves on the days of FOMC meetings. We've looked at all of them since Sept. 30, 1997.

For the last 20 meetings, the average change on an FOMC meeting day was a gain about two-thirds of a
percent. Only 20% of the days showed declines, with the largest of the declines being less than 1%.

Results after the close of FOMC meeting days have been relatively mixed.

Thus, the market appears to have done what it loves to do the best: create fear and panic among its
participants, shake out the weak longs and then move to substantially higher levels with great alacrity.

Readers React to Greenspan-Ewing Screed
Our Monday screed calling for Alan Greenspan and Patrick Ewing to switch jobs drew the most
impassioned responses we've ever received in response to one of our columns.

We were, after all, writing about sports and money. We don't suppose we could have been more
inflammatory unless we had somehow figured out a way to mention sex. (Stay tuned.)

Physicist John Makuch writes that he and his wife would prefer a monetary policy chief who doesn't have
+ in for the stock market. Greenspan "is out of touch with is the hundreds of thousands of folks like me,
at age 55-62, cut as a result of mergers, etc., who are depending on a reasonable market not only for
retirement but for some income now," he says. "We are not spending freely...we are taking only what we

need to live frugally as [ begin a consulting career. How many of us has he hurt, for how many trillions of
dollars?" -

Chris Wilcox notes that we forgot a hyphen in one of our compound adjectives, and accuses us of writing

1of3 ' 6/21/88 5:29 PM
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with a random word generator. It's quite true that in the past we have called on the generator to compose
market haiku, but the generator never forgets its hyphens; the presence or absence of same is our
responsibility. Let no one malign our generator.

It was not our word generator but our basketball analysis that aroused the indignation of Ewing fan
Kenneth Smith, who notes that the Knicks' high scorers in Game 4 against the Heat were Ward, Houston
and Sprewell. "We are winning precisely because Van Gundy is combining Ewing's experience and

leadership with awesome defense and scoring power from all five starters, Smith wrote.” Never too late
to learn.

Smith declines to go into great detail about our assessment of Greenspan's recent performance "so as not
to jeopardize Johnny Worldlyinvestor's job," permitting himself to say only that he doesn't think
Greenspan has anything to be sorry about. "There's only one real skipper to thank for the smooth sailing
of this economic ship, and his name is AG."

Who's Afraid of Economics?

Thanks for the kind thoughts, Smith, but we're sure that a recitation of economic details wouldn't put us
in any more hot water than we usually find ourselves.

Alan Luber of Roswell, Ga., doesn't see smooth sailing ahead: "There is little doubt in my mind that Alan
Greenspan is about to plunge the country into the deepest and most unnecessary recession we have ever
seen." Luber's remark makes us recall that Greenspan's famous mention of "irrational exuberance" was
made in the context of a discussion of the economic stagnation in Japan. The country went into paralysis
after its central bank burst a stock and real estate bubble in 1989 by raising interest rates.

That's serious business, and for reader Omid Malekan, the Ewing/Greenspan analogy has gone too far.
"Let us not forget that Patrick is an entertainer first. The fans still stick with him because he is overall a
good player. Greenspan, on the other hand, is measured by his record, period. If the U.S. economy falls
into a depression tomorrow, no one will say that it was a good effort. He has to game the hardest gamble
possible, and the entire world is watching. In a sense he is a money manager whose fund is owned by
everyone, and they will criticize him every trade of the way."

Parting Shot - And It's Not An Assist

Suitably chastened by some of the diatribes against us, we are going to take a hiatus from our basketball
analysis for at least six months. However, before closing the door we will note that in all four of the
Knicks-Heat playoff games to date, Patrick Ewing has not made a single assist.

Even by chance alone, an investor who buys a terrible stock usually finds at least one occasion when the

stock is up from his purchase price, and one would have thought that the gods of chance would have
favored Ewing, in his 40 minutes a game, with one such helpful opportunity.

20f3 , 6/21/88 5:29 PM
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Laurel Kenner is a financial wr
police, politics and aerospace, and most recently headed US stock market coverage at Bloomberg News.
At the time of this writing, Kenner was long SPY and QQQ, securities that track the S&P 500 and the
Nasdag. '

"Bund Futures

Victor Niederhoffer is a private speculator specializing in futures and options trading. He formerly
managed money and hedge funds, and had one of the best records until turmoil in Asian markets in
1997 caused financial disaster. He is the author of best-selling The Education of a Speculator. His
hobbies include music, electricity, sports and ecology, all of which form a foundation for his scientific
speculation. At the time of this writing, Niederhoffer was net short futures and options on the S&P 500.

© 1998-2000 Worldly Information Network, Inc. All rights reserved.
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Fed Zigs, Market Zags
By Laurel Kenner and Victor Niederhoffer

Columnists
05/16/2000 5:33 PM
Click here for printer-friendly version
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"Nature has made up her mind that what cannot
defend itself shall not be defended.”
-R.W. Emerson, "Courage,” 1877

1112 1 2 3
ow i 1093487

There was a terrible beauty to the destruction the
market wrought on all its weak players as it
gyrated back and forth like an enraged dinosaur in
its death throes after the Fed Open Market
Committee announcement.

Before the release, the market played its "buy on
the rumor, sell on the news" gambit. Right at the
open, the S&P 500 rose 1% while the Nasdaq shot
up 3%. Then came word that the fed funds rate
would rise half a percentage point and that the
committee "believes the risks are weighted mainly
toward conditions that may generate heightened
inflation pressures in the foreseeable future.”

The Market Shakes Free
The S&P first thrashed upward, then plummeted
horribly into negative territory, then climbed back

; to 1% above its original high -- all this within 15 One stop

deks minutes of the 2:13 EDT announcement. And then, 1
ineluctably, after shaking out both the longs and Sh0pplng
the shorts, the market ended almost exactly where fOf a“ Your
it was before the announcement. Why? insurance

needs.

Other things being equal, the market like all other
living things likes to accomplish its goals with the
least possible amount of effort. The least effort for
the market tends to be to end up exactly where it
started. In that fashion, the least disruption and
strain to its infrastructure is created and the
greatest flexibility for the future is maintained.

Click hare to get
: your PREE E-Business
: Continuity Kit

g7 Vic's checker teacher, the late Tom Wiswell -- a
former world champ -- expressed this peint
profoundly in board games and life games as
follows: Moves that disturb your position the least

disturb your opponent the most."

The market not only disturbed its paosition nat one
iota from before the announcement, but managed
to disturb the positions of the longs and shorts the
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most. How beautiful it all is. We can console
ourselves perhaps with Darwin's noble thoughts
from the The Origin of the Species: "The great tree
of life fills with its dead and broken branches the
crust of the earth, and covers the surface with its
ever branching and beautiful ramifications.”

Vic Sets a Pick

Yesterday we wrote about the similarities between
Greenspan and New York Knick center Patrick
Ewing. We suggested both had served well but
were old generals fighting old battles.

In the process, we raised the hackles of more than
a few Knick and Greenspan fans.

When we write about sports and banking, the
world's foremost expert is undoubtedly Larry Ritter,
former president of the American Finance
Association, coauthor with Bill Silber of the classic
money and banking text, Principles of Money,
Banking and Financial Markets, and most important
of all, author of the best-selling baseball book,
Glory of our Times. This latter has been praised
universally as "the best baseball book of all time."
We were privileged to interview Larry and Bill over
dinner recently and he kindly agreed to vet any
ideas we might have about his fields of expertise.

Since he served on the doctaral thesis committee of
*Dr." Alan Greenspan, we were particularly anxious
to hear his thoughts on the irrational exuberance,
irrational expectations argument of “Dr."

Greenspan and how it relates to our
recommendation that he trade places with the
hapiess big feller on the Knicks.

He chastises us for the veiled slight to his student's
PhD work but responds inimitably but positively on
the whole as follows: "The piece on the chairman is
excellent, aside from the implied doubt about the
legitimacy of his last degree," he writes.

“The best chairman ever, in my opinion was either
Marriner Eccles or Paul Volker. Volker could
outmaneuver bath Patrick (Ewing) and Alan
(Greenspan) while Marriner was a Rizzuto-type
shortstop who specialized in the surprise bunt that
took his opponents off guard. I am probably the
only person alive who has had dinner with both of
them and Victor Niederhoffer, too. For that and a
NYC MetroCard I get to ride on the 104 bus."

Laurel Kenner is a financial writer in New York City.
During her 16-year career, she has reported on
police, politics and aerospace, and most recently
headed U.S. stock market coverage at Bloomberg
News.

Victor Niederhoffer is a private speculator
specializing in futures and options trading. He
formerly managed money and hedge funds, and
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An Index of Market DNA
By Laurel Kenner and Victor Niederhoffer
Columnists

05/17/2000 9:26 AM
Click here for printer-friendly version

sponsored by {: ér -IE—I
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Dear Laurel,

You may recall that during your last Lindy Hop
sequence of Suzy Q steps and lifts at the Irvine
Ballroom last night, a circle formed to watch you
swing. I was in the crowd, and was just about to
present you with the enclosed list of stocks when
you hurriedly left, presumably to work on your
morning column.

While we did not meet, perhaps you will
remember me from the fact that I carried a cane
with a bull's head on it. Allow me to introduce
myself now in writing. I am an electronics
technician working in Dr. Robert Blaustein's
cardiac research unit in Massachusetts. I perform
measurements of currents going through cells in
the heart and kidney with a view to repairing
these organs when they don't work.

My boss and I read your column each day, and
when we read about your discussions with
Fisherman Vic on your X index, we decided to
develop an index too.

Although I dropped out of college to become a
tech, I've heard Roger Brown and Noam Chomsky
lecture on how you can learn much about a
culture by the kinds of letters and phonemes that
make up its language. We decided to construct
our index from something that is basic to life
itself: the gene. We used the letters of life, the

[ e-busin
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Nadine Wong A, T, G and C (adenine, thymine, guanine and
Biotech Stocks cytosine).

I started by looking in the Standard & Poor's
monthly stock guide at year-end 1997. 1 included
every company with G E N in its name. I took the
liberty of excluding "General" companies on the
ground that these are not biology companies that
are involved in selling products based in the code .
of life.

Here is my final list:

Genetic Index
Amgen (AMGN: Nasdaq)
Biogen (B3GEN: Nasdaq)

Dekalb Genetics (2X2: NYSE)
Genelabs (GNLB: Nasdaq)
Genset (GENXY: Nasdaq)

Human Genome Sciences (HGSI: Nasdaq)
Myriad Genetics (MYGN: Nasdaq)
Mycogen (MYLD: Nasdaq)
Regeneron (REGM: Nasdaq)

Two of these 10 companies, DeKalb Genetics and
Mycogen, were acquired during the period.

The index started at 100 at the end of 1997.
Yesterday, it was at 296. During the same period,
the S&P 500 Index grew 51% and the Nasdaq
rose 125%.

I believe that this index is worthy of inclusion in
your arsenal of individual stock portfolios, right
next to your X index. It is basic, active and, if
you don't mind my saying so, Sexy. Chances are
that companies with these names are the kind
that investors will favor, especially as we enter
the naughtie years where prolonging the length
and quality of life seems to me to be the key
technological and economic challenge.

Good luck in using this index, and I hope that
you and your readers will profit from it.

Sincerely,
Technician Vic, Lic. Multimeter Reader 107312.

P.S. One more thing, Laurel. Not to compete with
Fisherman Vic or anything, but I would advise
grave caution in your dealings and meetings with
him. Many people 1 know in Boston are familiar
with him as he often frequented the local squash
courts and checkerboards.
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The word is that he's the kind of cobbler that
doesn't stick to his last, the kind that might try to
unload his analysis of Patrick Ewing's jump-shot
techniques on you when he can barely sink a
layup himself. The kind that might take a foray
into Asian stocks just before a devaluation is in
the cards. The kind that's always quoting 100-
year-old men to cover up the fact that the only
current paper he reads is the National Enquirer.
The kind that reads out-of-date books by Melville,
Homer and Rabelais and might try to tell you
they have relevance to today's markets. It is
rumored that. . .

But you get the point. Be careful.
Good luck.

Dear Technician Vic:

Your idea of an index built on the blueprint of life
is very deep, and I'm sure readers will find it a
base for thought and further research. Thanks for
the warning about Fisherman Vic, but I'm afraid
it's too late. He already had me read Moby Dick,
the Odyssey and Gargantua and they seemed so
applicable to the market that I've taken to
viewing the market through their glasses. Best
wishes, and please give my regards to Dr.
Blaustein.

Laurel

Laurel Kenner is a financial writer in New York
City. During her 16-year career, she has reported
on police, politics and aerospace, and most
recently headed U.S. stock market coverage at
Bloomberg News.

Victor Niederhoffer is a private speculator
specializing in futures and options trading. He
formerly managed money and hedge funds, and
had one of the best records until turmoil in Asian
markets in 1997 caused financial disaster. He is
the author of best-selling The Education of a
Speculator. His hobbies include music, electricity,
sports and ecology, all of which form a foundation
for his scientific speculation.
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Bright Future Visible Beyond Today's Clouds
By Laurel Kenner and Victor Niederhoffer

Columnists
05/18/2000 09:12 AM

A coward's fear makes a brave man braver.
-Scottish proverb

We note that there has been apparently no movement by Coach Van Gundy to replace Patrick Ewing
with Dr. Greenspan in response to our Monday column.

And possibly this is the reason that the Knicks lost Game 5 of the Eastern Conference playoffs last
night. Once again, the Big Fella had no offensive rebounds, as is to be anticipated because he is
generally too old and too slow to lumber up the court from his defensive post.

And on the other front, Dr. Greenspan has apparently given the green light to one of the Fed's
operatives in San Francisco, a Simon Kwan, to publish a study showing that rising interest rates are
bearish for growth stocks. Digestion of this study apparently caused a quick 1% decline overnight in
Europe. But as sounder minds and saner market actions move to the front, the decline has been
reversed.

After all, what kind of companies do you wish to own in a stagnant economy? The iron and coal
companies that make up the key statistics with which Dr. Greenspan loves to predict the economy? Or
technology companies growing by 20% a year?

Unfortunately, we do not have the time to give a thoroughly appreciative review of Mr. Kwan's study
at this time, so we must allow what appears to us to be ballyhoo to go undeflated.

We of course are not unmindful here of our promise that we would eschew basketball analysis for at
least six months, after some of readers registered diatribes to the effect that "The cobbler should stick
to his last," or worse, "What reason do I have to pay any attention to you on the financial front now
that T know how little you know about basketball?"

But there was an inadvertent deletion in the part where we vowed to lay off the basketball analogies.
It should have said that, "After the playoffs are over, we will refrain from basketball analysis." As
always, however, we are open to reader feedback, plus and minus, on our views, and we have a cane
for the author of particularly hard-hitting retorts.

Cloudy Crystal Ball

During recent days, the Nasdaq 100 has been about twice as volatile as the Standard & Poor's 500
Index. From Wednesday's close a week ago to Tuesday's close, the Nasdaq 100 went up a beautiful
12%. It gave back 2% yesterday, and as we write futures are rebounding from an early drop.

The crystal ball is cloudy for the next two days, but the ball that registers reading for the next few
months is clear blue.
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Furthermore, we note that the evil Mistress of Markets loves to throw in a bit of fear to her mortal
subjects after healthy rallies; yesterday's drop was such a case. In about 90% of such cases, the fear is
dissipated with a healthy rally in three days, although before option expiration on Friday, the volatility
is high relative to the positive expectations.

In cases like this, we find it helpful to turn to Darwin's "Origin of Species," and advise investors to
take strength from knowing that the market tree of life is merely trying to "fill its dead and broken
branches with its ever-branching and beautiful ramification."

© 1998-2000 Worldly Information Network, Inc. All rights resarved.
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Whaling With Success

By Laurel Kenner and Victor Niederhoffer

Columnists
05/19/2000 08:38 AM

The Moby Dick Stock Competition we announced last week drew 60 entries, with only a few

duplicates. The deadline for inclusion was May 9. Thanks to all for entering. Winners will be
announced in early November.

Many readers for one reason or another did not have a chance to enter the first contest, so we are
going to allow just one more time, from today until Monday at 10 p.m., to enter a final contest. All we
require is that you don't own the stock now, and that you put in the reason you like the stock and the
reason you haven't purchased it to date.

We feel our readers are the wisest and most astute in the world, and that your picks will outperform
almost any ot