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Preface

A e vese difera diis bomee, s ey bis cleildrerr asd b erding
— lickie Cleson

Hoppinpss oy finciegs poe odlpes T paur martiad s you'se ey,
Jokenry Cimson

forus sharpened as | ascended the stepioto the pre-
sentation placform. T may have some generous delisions
apout mysell, but 1 am peetty clear that seeing mie trip
backside-over-tea=keule in a skire and sdletos when tovitg 0 mous:
the all-of-five steps up to the stage whers the ather panelists wire sitnng
wiuld not exactly give the audivnce the inage of | ]ng:.fl.d} o pebeal
winian 1 like o convey
Hating to be the first to speak. [ alwavs try o siv Erthest from
the moderator ia the hope tha: he or she wﬂl get to me later on and
grve e g chanes to come up with samething funny or memorahle in
respoase to what another paneist has stased with total convicaon: my
inner—Conference Kitmss pers compeneyee, Larm it thiugeh, some oy
with o cocksure zon had taken the spat | cover. | prumbled internal'y

and took the seat next to him. Nonchalane chit-chat ensued, as wsual,
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between the panelsts o3 we waired for the presentation hall to fill. Iu my
Katpmss=rnind. this Tull before the action is akin ta that of the Booman
pladiators pricr te theirentrante fnta (e Coliseum. With ray usual level
ot pre—public sperking adrenaline fowing, the realvy that the sverage fie-
ness level of those of us on stage was somewhere wround that of The Big
Ounge Theory's Sheldon Cooper waz irrelevant.

Finally, the hall was anfficiently full and the moderaror aiked us o
take cur seats on stage. He grabbed his mucrophone and introduced
us Tnvestment Gladiators wath o CHJS Nores version of our respechive
resurnes, giving eack of us the opportunity 0 v and smile wisely to
the crowd and offer appropriate glinces of modosty.., 28 if we hadnt
sent those Biog in ourselves. A bt of threzt clearop and water sippinge
fodowed, | haven't ver met a speaker at one of tese thiags who i
secrechy ar least a lele nervous that when he or she first opens thew
mouth, their voice will eome ot munding 3.queak1_,l like a bov n thie
rumle of pre-pubescence.

The moderator thanktully began wich the gertdeman seated imme-
diately to his lelt, who lannched into a cleardy well practiced diatribe
paintully menatene, o his favorite asser class, with 4 series of stats.
ties and proclamations, clearly intended o exace ve as to his technical
mrowess ind engender confidence in kis ability to read through all tha
analyss te find the “truth.” All of a3 on that stage seek to e useful oruth
tellers, financial diviners in suns, ot iPads,

A, the fisst panehisr pets momentum geing mn his spicl, Mr Seqt
Stealsr to my left slid an innocuous sheet of paper with some rough
serawle on it townrd me, | planced down, 25 T nodded niy head, hopetully
sagely, along with the speaker’s variovs points. The scratchy text read,
“Has he raken 2 sirgle breath yerz” | banely managed to suppress an
entircly undigniticd gigzle, face Aushmg a rellaale vink as Twas punfully
aware of the some thowsand or so individual investors watching us all on
stage. Thase in the audience gving us their time are each hoping that
if they pay attention and focus hard encugh, thev'l learn “The Secret”
that will give them the ability to mwvest safely sk successfully—or at
least learn a few “hot” stock tps chat they can “ride 1e big profies.”
Who doesn't want that? They deserved nv utmos attention and A-level
effors, bt I'm 2 sucker for o irreverent semse of humor and speaker
1% droning was like 3 high-powered Urzsom,
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With brows furrowed in an attempt to appear as thouph [ was saking
thoughrful notes, | guickly jotted back, “My vawn is just 2 silent scream
tor coffee.” 55 snfles a ].1I.}E]l gk werites back, “So v been u&_:uu_l:_:r[ﬂg
whist y dogs have named me"s | r='~'pm;d'¢.i with, *1 have a suspicion
that my inner child is never moving out ™ S0 began @ frendship and
eventually a partnership thae has spanned vears, cannnents; occans, and
eventually led o the writing of this book.

T'he truth about investing and the markets 1: that no ene knows
where the market 15 going to close today, this week. this month. or tis

year. Mo one. People can come up with all xinds of faney models that
Hgl]ﬂbl}' have senme "i.-.FlII'.I:":1 -l‘.lll' ']1E rrl.'lr]l I 10 B IE;[I&E:.. 1[ ]I_'I_{I'_l..' bt}. i
well-thought-out guess, an educated guess, a mathematically beautiful
atidl sound guess, but at the cnd of the day i is sl 2 euess. When vou
min acress anyons who tells vou diferentdy, be caeful. Also, be carchal
of the talking heads on TV whao speak with such confidence abour the
direcrion of the market or a pasticular company within a specihe ume
frame. There are some talking heads chat are more than helpful, offering
up biclptul insights and data poings, bur there are also those that olos over
deeals and focus an less than helpful and in some cases outdated ndi-
cators. Look below the keadline anc do 2 litde ressarch of vour o, Tt
En’t meardy as teugh as it sovnds, and we can show hew fun it reglly can
ae! Also realize the more supparting data von bave, the more clear the
wvesting pieture will be and the berter off vou are going to be.

I'he heart of Cocktail Investing recognices the intersection of
several powerful forces—economics, damagraphics, psychograplics,
tecinology, volicy, and more we will discuss—that, when combined,
give way 1o 1 powerful foree that shifts the what, whens, and kawe people
and businesses go abour their daily acavities. Much like a tulwind that
pushes a plane Gster acmoss the United Stares or the Atlantic Ocgan.
these shifting forces can propel a company’ busiiess or slhew 10 down
cramatically it it 35 ill-prepared to deal with the changcq it faces, much
like: 2 headwiril. The grear thing abouor these trends is thar chey are often
evident it things vou observe every day and arise 1 conversations vou
lave with ends over cocktails—you just need to recogmize them.

We wrote this book to give you a lens theeugh which vou will
be able to clearly see the actionzble, chservable, and recognizable frends
that surround you every day to help vou build a profirable portfolio for
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the long run, Unlike most every other book oninvesting, thaagh, tha
hoak is written the way mast peaple like o learn. with stories that you
will find (we hope) noronly infommarive but entertaming and relatable.

W wll give you a process that will allow you ro successfully
build and maintain a porttelio and wvoud the all-too-commaon errors
cavsed by emotonal investing. Thinking like a successful investor will
become s mutine as tving your shaoss, and hedore yvon kriovoar 11, vou'll be
walking through the mall making mental note af the must-have items
and the hor reratler, all warhout stepping oo iside a swore.

We abso wrote this hoak insuch a way 2 to allow you to quickly
get to the heart of the material, avoding the majorty of the relared
ctories, althonzh vou'te missizur out vn seme serious encertainment, bue
we tmight be slightly biased here, [Fyou want to read juse che bones, aviesid
the areas ia gray, Den't werry, we only have one shade of grav in this
beok, We've ilso written up chapler surnmaries thar highliphe the key
points and finish every chapter with a Bottom Line section o call our
kew conceprs.

We will talk sbout how to find specific investiments, but we
will not tlk sbour theories on what combinations of lwvestments you
ought te have in your portfalio, a¢ thae is highly dependent on each
individual's circumstance, That being said, here are 2 few good rules of
thumb to keep in mind a5 vou build an mvesrment porrtolio:

+ Your partfolic should never have more than 5 percent invested
in one security (c.o., 1 stock, bond, muteal fund, or ETE), You
can give yoursella hirtle maors room if you are dealing with o widely
diversified mutual fund or ETE meaning one that helds a lar ofindi-
vidual securities. In pracoce, this usually means thar you'll wane o
buv less than 3 percent of any ane security; otherwise, ar goes up
disproportionately relative to the rest at your portfolio, you'll necd e
sell some mere quickly than would Likely be prudent given the cur
rent tax code’s treatment of long=tern gaing versus short-erm gans,

+ Before vau start buving securities for your portfolo, decide how
much cash you peed to keep on hand You should have at least
three months' worth of your typical living expenses on hand in case
of an emergency. |f your primary source of income is unpredictable
and/ar volatile, vou should have more You've probably heard people
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tuls about need tor hquidity. o term that is widely bandied abous and
afien mmisundersiond, We'll (ol more-abou: what te mneans, how Lo
figure cut jait how liquid & security nmuay be, and why vou care.

o Unee yau e fdentified @ security you wart to add inta yoor Dort-
fahon vou need to decide if you should buy then and there or
hold off deing so. 'it's time to buy that security, how should
vou do so, up to what price should you buy, at what price
would vou back up the truck and buy more, and later when
the time is right, how should you sell it? We'll cover how thess
decisions can he even more i]11|:r_brt:'a,|1:f'rh5n1 deciding what o buy,

= Fically, when it comes to vour portfolio. be cold-blooded. Tall
in Jove wath your parimer, ¢ song, 2 geod book, a gorgeous sunsce,
or luscious Bordeaux, but never, ever with one of your investment
pieks. We'll ralk about ways to stav coal a3 2 cucumber. even when
the markers get wabbly,

Sowithaut fusther ade, lets wlk abeat one of the most emotonalls

charged words in the world—Afouey.
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