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INTRODUCTION

Why Am I Writing This?

When people think of the stock market, many picture the bustling trading floor of the New York Stock Exchange (NYSE)traders shouting orders, deals happening in real time, a whirlwind of chaos, excitement, and money. Its a scene made famous by countless films and embedded in pop culture. But that image is a relic of the past, just a fraction of a much bigger story.

A lot has changed. Today, nearly all trading happens electronicallyon computers or even smartphones. And while Wall Street still holds immense influence, the US stock exchanges are just half the story.

In fact, they are exactly half the story. As of Q1 2026, the NYSE remains the worlds largest stock exchange, with an equity market capitalization of approximately $28.8 trillion USD.1 The total US stock marketincluding all publicly traded companies on the NYSE, the Nasdaq, and the OTCQX US marketstood at $62.8 trillion as of July 2025.2 This accounts for about 49 percent of the global public equity markets, which reached an astonishing market capitalization around $128 trillion by 2026.3

The other half of the story? The meteoric rise of non-US equities. In 1975, publicly traded stocks outside the United States were worth just $446 billion,4 mostly concentrated in developed markets. By 2000, that number had soared to $15.82 trillion.5 A decade later, it was $39.2 trillion.6 Today, its approximately $63.4 trillion, representing companies from every corner of the world, from Argentina to Austria, Hungary to Hong Kong.

As globalization and economic development have taken hold across a vast number of emerging economies, thousands more companies have been listed on their local exchanges. In just the last few decades, stock trading has grown exponentially to become a truly global phenomenon. Since the mid-2000s, emerging market equity capitalization has expanded dramatically from the low-single-digit trillions of dollars to the tens of trillions by the mid-2020s, while roughly doubling its share of global stock market capitalization from the low-teens to nearly 30%.7

All of these stocks are traded by a mixture of brokers (who trade on behalf of their clients); proprietary or prop trading firms (which trade with their firms capital); and, in recent years, an increasing number of amateur retail traders (who trade with their own money).

Across each of these types of participants, there have been big changes. In just the last decade, the balance of power in the prop trading sector has undergone a significant shift. Once dominated by large banks such as Goldman Sachs and J.P. Morgan, prop trading is rapidly being cannibalized by a small number of high-frequency trading firms.

These firms have each invested hundreds of millions of dollars in algorithmic trading technologies to capture a vast share of the market. This trend shows no signs of halting, and with the rise of artificial intelligence (AI), and its ability to crunch numbers and spit out predictions quickly, this concentration of wealth and power is likely to become even more acute.

Youve probably heard of some of these firms, such as Citadel, Virtu, XTX, or Jane Street, recently dubbed the New Titans of Wall Street by the Financial Times.8 These firms alone represent 1520 percent of trading on the entire US stock market. Jane Street says it now accounts for more than 2 percent of all trading in over twenty countries.

In recent years, weve also witnessed a retail trading boom that can only be described as revolutionary. Thanks in part to the COVID-19 pandemic, when people found themselves with more free time and the need to bring in extra income, amateur trading has skyrocketed.

This has been facilitated by the rise of so-called commission-free trading apps. These have opened the door to millions of new investors, and thats worth recognizing. But the design of these appsnotifications, gamified visuals, frictionless interfacescan blur the line between investing, gambling, and entertainment, encouraging impulsive trading behavior that carries real financial risks. Retail traders are increasingly being sold the lie that short-term trading is a get-rich-quick scheme.

In the meantime, these platforms are funneling even more extraordinary profits into the pockets of Wall Streets new titans by means of a practice known as payment for order flow, while also lining, to a lesser extent, the pockets of the old guard that they have displaced. All at the ultimate expense of the retail investor.

As a result, the convergence of heightened retail interest in the opportunities represented by the inherent value of stock markets and unprecedented computing power is serving to consolidate market share into the hands of the very few.

These trends are worrying. Against this backdrop, its more important than ever to talk about a different approach to tradingone centered around the power of human insight rather than complex algorithms.

It is an approach that believes the value of publicly traded companies around the world should not be centralized in the hands of a small number of firms powered by sophisticated computers; instead, it should be captured by anyone who takes an active interest in the proper allocation of capital and provides much-needed liquidity to capital markets in the process.

It starts with the story of a firm youve probably never heard of, which nevertheless can trade up to 34 percent of the US stock market on a daily basis, 78 percent of the Canadian stock market, andat its peakupward of 1 percent of global stock markets.

This firm doesnt use any complex algorithms to trade its capital, and most of its traders lack any kind of higher education or formal financial training. Moreover, this firm has posted a profit every year since its founding in 2012, only experiencing an overall loss on twelve days in the ensuing fourteen years. Sounds crazy, right?

Theres something a little different about Select Vantage Inc (SVI), the prop trading firm I started and still run. We are the largest trading firm that relies entirely on the judgment of its traders. Of course, we use cutting-edge technology to trade, but every decision is made by a human. In other words, we use computers, but our computers dont do any of the trading.

Instead, our firm engages over 2,000 traders from more than forty countries, operating on over one hundred markets worldwideincluding most major global exchangestrading up to $4 billion daily, with over four hundred million shares traded each day. Were proof that human-driven trading still has scale and relevance.

Our unique business model provides employment opportunities for thousands of individuals in emerging economies, and the liquidity provided by our traders helps support vibrant markets for hundreds of smaller-cap companies across the world.

When I try to explain our business, most people are confused. Ive been told its a total enigma. How could we possibly afford to operate at such a scale and remain consistently profitable?

Weve had to adapt to survive, thats for sure. Weve navigated the tides of new technologies, financial crashes, battles with regulators, the entry of new competitors into the market, the rise of a new investor class, and even the arrival of entirely new asset classes.

Throughout all this, however, one thing has remained consistent: our firm belief that trading is a deeply human endeavor and that, on aggregate, people make better trades than computers and always will. Its what we call the Human Insight Model.

However, today, I cant help but feel that the human aspect of trading is being forgotten, and real trading is gradually being replaced by a kind of simulation or game. This is happening to the detriment not just of the stock market and the role that liquidity provision plays in the broader economy but also of the labor market and the life opportunities that real trading can provide to countless people across the globe.

Today, the world of trading is at a crossroads. On the one hand, it seems like things have never been better. The technology and data available through which we trade stocks have never been more advanced or more accessible. Stock markets around the globe, not just in the developed world, have never been stronger, and access to stock trading is being further democratized with new platforms and apps appearing by the dayor so we are led to believe.

Im not so sure. Not everything is as it seems, and Im concerned that were at risk of going in the wrong direction. Todays so-called commission-free trading apps are no such thing. If something is free, it usually means you have become the product. In a similar vein, countless so-called funded trader programs have popped up in recent years, purporting to give people the opportunity to become professional traders. In reality, they are making money by betting that people will fail.

The gamification of trading, and the increase of scams and fraud, risks overshadowing the serious implicationsand undermining the real opportunitiesof trading real assets, which represent companies created by real people with genuine hopes and dreams.

The advance of AI also poses significant challenges. Some presume that AI must inevitably represent Gods gift to the stock market, and that it is the pinnacle of the algorithmic trading revolution that started in the early 2000s. Surely these supercomputers will soon be able to allocate capital more efficiently than we mere mortals ever could?

Again, Im not so sure. Algorithms can help magnify volatility as much as they mitigate it. Combined with advanced AI on a grand scale, this could wreak havoc one day. Imagine the volatility that markets underwent during the pandemic, but times ten, or even a hundred. Also, who is accountable when an AIs trades go wrong? And what about jobs and livelihoods?

All the while, we seem confused about how best to regulate this rapidly changing landscape. The public sector tends to favor grandiose, all-encompassing regulation that tries to account for every possible scenario. The more complicated the trading landscape becomes, the longer the list of rules and the more expensive it gets for smaller firms to comply, leading to further market consolidation around a few big players.

Ive spent my life witnessing the power of tradingof real tradingfirsthand. It has defined my life, but Ive also seen it change the lives of thousands of people for the better.

My experience has convinced me that the industry might be going in the wrong direction and that things can be done better, to the benefit of both markets and aspiring traders all over the world.

As markets grow across the world, so should the global footprint of tradersreal traders. But thats not whats happening. Thats why Im writing this.

Before I tell you my story, its important to look back at where modern stock trading comes from. Without an understanding of how we came to be where we are today, its impossible to talk about where we should be going.
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CHAPTER 1

A Brief History of Trading, from Barter to Stock Markets

People have traded since the early days of civilization, and you could see modern stock markets as a reflection of that legacy. Just as early trade routes were established to connect different peoples and nations to exchange goods more smoothly, similar principles and protocols evolved to help people trade value in todays financial markets.

While trading is ultimately a means to an end, its always been more than that. It was never just a means of survival; it was also a way to forge connections, develop new technologies, and grow communities.

Trading has been a catalyst for economic development and societal progress. It began with the barter system of ancient Mesopotamia, where people exchanged goods such as grain and livestock without the use of currency. Over time, these simple exchanges evolved into networks of trade routes that connected the East and the West.

For example, the spice trade, which dates back over four thousand years, was not just about flavoring food but also about the exchange of knowledge, culture, and technology between Asia, Africa, and Europe. Similarly, the trade in silk not only brought luxurious fabrics to different parts of the world but also transported technologies such as paper-making and gunpowder from China to the West.

TRADING ON A GLOBAL SCALE

When trading first became prominent, it was pretty much a local affair. With no planes, trains, or even reliable roads, people stuck close to home, swapping goods such as grain for pottery in simple bartering deals. There wasnt any money involved, just a straightforward, Ill trade you this for that. But as civilizations grew and folks started craving exotic items, such as spices from India or silk from China, trade began stretching across much greater distances, bringing a whole new set of headaches.

The invention of money flipped the script. Around 600 BCE, the Kingdom of Lydia (in what is now Turkey) introduced the first coins. Imagine going from carrying around bags of wheat or jars of olive oil to just slipping a handful of coins into your pocket. These coins didnt just make trade faster and more convenient; they also introduced trust into the system. Because the issuer, the Lydian state, was respected and believed to honor the stated value of the currency, people could rely on the coins as a secure store of value and a medium of exchange. This trust made it easier for money to flow across regions, opening the door to more expansive trade networks.

Of course, bigger trade networks also meant bigger problems. Merchants had to journey through unfamiliar lands where they faced all sorts of troublebandits lurking on desert paths, pirate attacks on the open sea, nasty storms that could sink their ships, and even plagues that could wipe out entire caravans. And trust? That was a massive issue. If you were a silk merchant in China, how could you be sure a trader in Rome would actually pay youor that your goods would even arrive?

To tackle these challenges, medieval trade guilds stepped in, becoming the original Better Business Bureau. These groups set quality standards, settled disputes, and made sure everyone played fair, giving merchants peace of mind. Think of them as a medieval Yelp, but instead of providing reviews, they enforced trust.

Fast-forward to the sixteenth century, and the world got even more competitive. Enter mercantilism, which promoted government control over international trade to strengthen the prosperity of individual nation-states. Countries started hoarding gold and silver like they were playing a high-stakes game of Monopoly. They pushed exports, slapped restrictions on imports, and did whatever they could to get richer than their neighbors. Nations such as England, Spain and the Netherlands were all about showing off their wealth and power on the world stage.

Meanwhile, cities such as Genoa and Venice came up with another clever solution: maritime insurance. If your ship sank or pirates made off with your cargo, these early insurance policies helped cushion the blow. It was kind of like todays travel insurance but for cargo, and it gave merchants more confidence to take risks and trade across the globe.

Englands development of common law shaped not only domestic justice but the architecture of global commerce. By codifying principles of contract, property, and equity, it created a legal environment in which ownership and exchange could be reliably upheld across borders. Crucially, the ability for individualsand by extension corporationsto perfect and enforce security interests in land, movable assets, and eventually intellectual property meant that rights in collateral could be clearly defined, protected, and traded. This innovation established the system of trust and reciprocity that continues to support international trade and investment today.

This made long-term investments more secure and gave businesses the confidence to take risks. Its one of the reasons the British Empire became such a financial powerhouse. Imagine a merchant in eighteenth-century London sealing a deal for exotic spices from the East Indies, backed by legal protections that ensured fair playthats the kind of environment Englands legal system fostered.

The shift from simple bartering to todays complex web of global trade shows just how adaptable humans can be. At its core, trade has always been about trust and fairness. Whether youre a medieval craftsman swapping tools for food or a modern company negotiating supply chain logistics, the principle remains the same: Everyone wins when the system works well.

Take the idea of countries specializing in what they do best. Adam Smith, often called the father of modern economics, introduced the idea of comparative advantage in the eighteenth century. He suggested that if countries focused on what they were naturally good at producingsuch as France with its fine wines or India with its spicestrade would make everyone better off.

Smiths ideas were like rocket fuel for economic growth. They encouraged countries to hone their strengths and trade for what they lacked. Companies do the same thing today; think about a tech start-up in Silicon Valley that innovates software while outsourcing hardware production to manufacturers in China. Its a win-win that drives progress.

History is packed with success stories that bring Smiths theories to life. Britains Industrial Revolution wasnt achieved just through factories and steam engines operating at home. It was fueled by global trade, such as turning raw cotton into textiles that were shipped around the world.

Major trading centers werent just economic centers; they became vibrant cultural hubs. Venices merchants traded everything from silk to spices, turning the city into a glittering oasis of wealth and art. Amsterdam did the same with its famous trading ships and financial markets.

At the end of the day, trade is the lifeblood of economies everywhere. Its what puts fresh food on your table, makes your smartphone affordable, and brings jobs to communities. Trade doesnt just move goodsit fosters ideas, encourages innovation, and generates prosperity.

STOCKS AND BONDS

The story of stock markets goes way back to the sixteenth and seventeenth centuries when merchants came up with a smart way to fund big, expensive adventures. Back then, beginning a trade expedition was like launching a modern-day start-up: risky and expensive but full of promise. To handle the cost and the risk, merchants banded together to form trading syndicates and joint-stock companies. By pooling their money, they could bankroll ships to explore new trade routes or haul exotic goods, all while spreading the riskand the potential rewards.

Big players such as the English East India Company, the Dutch East India Company, and later the Hudsons Bay Company effectively rewrote the rules of global commerce. These companies were the original high-stakes investors, sending fleets to the farthest corners of the globe and laying the foundation for the capitalist systems we see today.

The real game changer, though, came in Amsterdam. The Dutch East India Company had a big idea: Why not raise money by letting regular folks invest? They sold shares to the public and promised dividends in return. This revolutionary move led to the creation of the Amsterdam Stock Exchange in 1602,9 the worlds first official stock market, which became a blueprint for the financial hubs we know today, from Wall Street to the London Stock Exchange (LSE).

Stock exchanges brought some much-needed order to the chaos of early trading. They standardized the way financial assets, or securities, were bought and sold.

Securities come in various shapes and sizesstocks, bonds, options, and futuresbut they all represent some kind of monetary value. Stocks, for instance, are small slices of a company that you can own, while bonds are basically IOUs from corporations or governments.

Buying stocks is not like betting on a horse in a race in which only one horse wins. Many companies can succeed in different ways. When you buy a stock, youre effectively buying a piece of a companyyou capture both the risks and the rewards of ownership.

Bonds, on the other hand, are issued by companies and governments, who promise to pay the recipient back with interest. The return is generally fixed: You receive regular interest payments (called coupons) over time, and your principal is returned on a predetermined future date. Bonds are typically steadier and less volatile than stocks. Plus, bondholders are higher in the pecking orderthey get paid before stockholders if a company goes under, which is why retirees and more conservative investors tend to favor them.

That means stocks are inherently riskier than bonds, but they also offer the potential for significant returns if the companies you choose grow in value and their stock prices rise.

Then there are options, which are a bit like the wild cards of the financial world. Options give you the rightbut not the obligationto buy (a call option) or sell (a put option) an asset such as a stock or commodity at a specific price by a certain date. You pay a premium up front for this right, and your potential losses are capped at that premium, which makes options appealing for some strategic investors. For example, instead of buying one hundred shares outright, you might purchase a call option that allows you to benefit from movements in the share price for a fraction of the costthough you dont actually control the shares. This leverage can magnify gains, but it can also result in total loss if the option expires worthless.

Futures, by contrast, are binding agreements to buy or sell an asset at a set price on a future date. Unlike options, futures carry open-ended risk: Both parties are obligated to follow through on the contract, meaning gains and losses can be unlimited. This makes futures more complex and risky, and theyre often used by professionals or institutions to speculate or hedge against price swings in things such as oil, wheat, or interest ratesthough options often act as better hedges.

In short, the world of stocks, bonds, options, and futures may seem complex, but they all boil down to one thing: helping people and institutions to allocate capital and share risk in the pursuit of profit. From the bustling markets of seventeenth-century Amsterdam to todays global financial networks, these financial instruments have shaped how we invest, speculate, and grow wealth.

TULIPS AND BUBBLES

This early period of financial history wasnt just about progress. It also gave us some of the first big financial disasters. These first bubbles illustrate how greed and fear can turn markets into roller coasters. One of the most famous examples is the Tulip Mania of the 1630s in the Dutch Republic,10 often called the first-ever speculative bubble of modern trading.

Tulip bulbs, exotic imports from the Ottoman Empire, became must-have luxury items. Wealthy Dutch merchants started competing to own the rarest and most beautiful varieties, driving prices into the stratosphere. At one point, a single tulip bulb cost as much as a nice house on Amsterdams canal. Then, just as quickly as it started, the bubble burst, and tulip prices plummeted. The once-prized flowers were suddenly worth little more than weeds.

Fast-forward to 1720, and we get another famous fiasco: the South Sea Bubble. The South Sea Company, a British firm, promised investors untold riches from trade in South America. People were dazzled by the idea of fortunes waiting to be tapped in Spanish colonies, even though those opportunities were more fantasy than reality.

Fueled by hype and exaggerated promises, the companys stock price soared. Everyone wanted in, from everyday folks to elites, and even Sir Isaac Newton, one of the smartest people in history, couldnt resist. But when reality caught up, the bubble popped, wiping out fortunes overnight. Newton famously lamented, I can calculate the motion of heavenly bodies, but not the madness of people.11 Turns out, even a genius can fall for a good sales pitch.

These episodes of Tulip Mania and the South Sea Bubble highlight a timeless truth about markets: Emotions such as greed and fear often overpower logic. They make people chase impossible riches or panic sell at the first sign of trouble, causing wild price swings. Ironically, it is these same emotions that keep markets moving. Without them, the markets might be far too predictableand boring.

The fallout from the South Sea Bubble forced the British government to take action. Parliament passed the Bubble Act on June 11, 1720,12 which was basically an early attempt at market regulation.

It had a mouthful of a titleAn Act to Restrain the Extravagant and Unwarrantable Practice of Raising Money by Voluntary Subscriptions for Carrying on Projects Dangerous to the Trade and Subjects of this Kingdombut its goal was simple: Stop shady companies from duping investors. It required companies to obtain a royal charter before raising money, giving the government a way to crack down on fraud and restore trust in the system. It wasnt perfect, but it was a step toward bringing some order to the chaos of speculative bubbles.

These financial booms and busts remind us that, while markets are driven by innovation and opportunity, they are also powered by the unpredictable human spirit. That mix of ambition, excitement, and sometimes outright madness is what makes financial history so fascinating.

FOUNDATIONAL CONCEPTS

Price Discovery

As markets became more organized, figuring out the right price for assets got a whole lot easier and more accurate. The concept of price discovery refers to how buyers and sellers come together to agree on what something is worth. Think of it like haggling at a bustling flea market, except instead of a single negotiation, its a nonstop dance of offers and counter offers happening in real time.

This process involves many factors, such as the basic tug-of-war between supply and demand, the mood of the market (is everyone optimistic or panicking?), and big-picture stuff such as interest rates, inflation reports, or a companys quarterly earnings. Sometimes, external events like a surprise election outcome or a natural disaster can also shake things up, adding more twists to the price discovery process.

When it comes to the stock market, for example, people might be rushing to buy a companys shares because of a big product launch, so the price shoots up. On the flip side, if bad news hits, such as a major lawsuit, sellers scramble to off-load shares and prices drop. Its a similar story with commoditiesa terrible drought might send wheat prices soaring or a new oil reserve discovery could tank crude prices. Real-world events shape these prices as they happen.

Thanks to electronic trading platforms, this back-and-forth is now lightning-fast and much more transparent. Gone are the days of shady backroom deals or waiting for todays newspaper to see what happened yesterday. Traders can get real-time updates, reducing inefficiencies such as price manipulation or one group having privileged information.

To make things even smoother, markets reward traders who are up-front about their intentions. If youre a buyer who is ready to pay a specific price or a seller willing to let go at a certain amount, you might get priority when a deal goes through. Its a little like getting the VIP pass for being decisive. Sure, theres a riskmarkets can swing while youre waitingbut that transparency makes the whole system run more efficiently.

The fundamental tenet behind the price discovery process is that those who are willing to publicly commit to a fixed obligation to buy or sell at a given price should be accorded first priority when a matching sell or buy order enters the market at that price. That way, traders are rewarded for exposing their intentions to the rest of the marketplace, as their commitment is a public good that benefits all the other traders.

In practice, its pretty straightforward: Buyers place bids (how much they are willing to pay), sellers set offers (what they want to receive), and when the two numbers meetbooma trade happens. That price then becomes the markets current value for that asset, at least until the next trade comes along to shift things again. Its like an ever-evolving auction where the hammer never fully drops.

Liquidity

A key ingredient for efficient price discovery is liquidity. Liquidity is like the oil that keeps the engine of a market running smoothly. Its all about how easily you can buy or sell an asset without causing a big shift in its price.

Think of a bustling farmers market full of buyers and sellersyou can haggle and make deals quickly without upsetting the balance too much. But if the markets empty and only a few people are around, a single big purchase could send prices skyrocketing, just like tossing a stone into a still pond creates big ripples.

Importantly, liquidity tends to snowball. If a market is known for being active and easy to trade in, more people want to join, which draws even more buyers and sellers. Its like a popular restaurantthe more packed it looks, the more you want to try it, thereby adding to the crowd. This creates a feedback loop in which liquidity begets liquidity, and the market keeps humming along.

By the same token, things can quickly fall apart when fear takes over. Imagine a crowded theater where someone yells, Fire! Everyone rushes for the exit at once. In financial markets, this happens during
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