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Author's Note
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A note from the author.

If you have read the first of these short books, you know the shape of how I learned: by losing. Biotech that promised the future. A stock tied to a presidential candidate. Penny stocks. A dying industry I was certain would come back. Crypto I bought late, because I had spent years ignoring the relative who told me to buy it early.

This note is about what came after.

There is a particular year that follows a serious loss, and almost no one talks about it. The loss itself is loud — a number on a screen, a tightness in the chest, a night you do not sleep. The year after is quiet. It is the year you spend trying to win it back.

That quiet year is more dangerous than the loss.

In it, I did the things this book warns against. I sized a position too large because a smaller one felt too slow. I reached for leverage because patience felt like surrender. I told myself I was being decisive when I was only being impatient. The market did not know what I had lost. It did not owe me a recovery on my schedule, and it does not owe you one either.

It took longer than I would like to admit for the urge to get even to leave. When it finally did, I did not feel clever. I felt tired, and a little lighter. The money I had left was smaller than before — but it was still there, still able to grow, and that turned out to be the only thing that mattered.

I am still a Korean nurse. I still watch American markets from across an ocean, and I still think the distance helps. I am not an analyst and not an advisor — only someone who has sat in the quiet year and come out the other side.

Nothing here is investment advice. Everything here is what the quiet year taught me.

— IJin Insight
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Prologue — The Most Famous Joke in Investing
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Warren Buffett's most quoted line is a joke, and almost everyone laughs at the wrong part.

"Rule number one: never lose money. Rule number two: never forget rule number one."

People hear it as charming overstatement — of course you lose money sometimes; he is just being folksy. But Buffett is not promising that losses never happen. He is pointing at which losses you survive and which ones you do not, because the arithmetic of recovery is far crueler than it feels in the moment.

Lose 10%, and you need about 11% to get back to even. Survivable. Lose 50%, and you need 100% — your money has to double just to return to where it started. Lose 90%, and you need a 900% gain, which almost never arrives within the years a person actually has.

That asymmetry is the quiet engine under the joke. A hole is always harder to climb out of than it was to fall into, and the deeper it goes, the more the math turns against you. Gains and losses are not mirror images. They never were.

Here is the part the joke is really about. Money does not compound from where it began. It compounds from where it is now. A dollar that fell to fifty cents owes you nothing; it simply has less to grow from. The compounding everyone is promised — the eighth wonder of the world — only ever works on the money you still hold.

You have probably felt the other side of this. An account drops hard, and an urge arrives with the loss: do something bold, fix it fast, make it back before anyone notices. That urge is the subject of this entire book. It shows up in five disguises — the permanent hole, the single bet, the forced sale, the catastrophic trade, and the year you refuse to sell — and each one is a different way of turning a survivable loss into a permanent one.

The first job of an investor is not to be right. It is to still be holding something when being right finally pays off.

Only the money you keep can compound. Everything that follows is a footnote to that one sentence.
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Chapter 1 — The Permanent Hole
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A loss looks like a number. It is actually a length of time.

When an investment falls, the screen shows you a percentage, and the percentage feels like the whole story. It is not. The real cost of a loss is hidden in the arithmetic of climbing back — and that arithmetic is steeper than almost anyone expects, because the climb up is never the mirror image of the fall down.

Here is the asymmetry, in plain numbers:

	Down 10% → you need +11% to recover

	Down 20% → you need +25%

	Down 30% → you need +43%

	Down 50% → you need +100%

	Down 75% → you need +300%

	Down 90% → you need +900%


The shape of that list is the whole chapter. Small losses recover on something close to even terms. But as the hole deepens, the required gain curves upward and away, until at the bottom it asks for a return that almost never arrives in time.

You have probably felt the front half of this — the drop, the number, the bad evening. What you may not have counted is the back half: the years.

Because a percentage is not the most expensive thing a loss takes from you. Time is.

Suppose a portfolio falls 50%. To climb back to where it started, at something like the market's long-run average, can take the better part of a decade. And here is the quiet, permanent part: during those years of climbing, you are not growing your wealth. You are repairing it. Money that never fell would have spent those same years compounding — nearly doubling, at historical rates. So the true gap between the investor who lost and the investor who didn't is not 50%. It is the loss plus every year of growth the recovery ate.

That is the permanent hole. Not the dollars — the dollars can, sometimes, come back. The years do not. They were spent getting back to a starting line the patient investor left long ago.

This is the engine under Buffett's joke from the prologue, and under everything that follows in this book. "Never lose money" is not a promise that you won't. It is a ranking of priorities: protecting against the deep, time-stealing losses matters more than chasing the next gain, because a gain you miss is a delay, while a deep loss is a hole — and holes are measured in years.

It also reframes what "playing it safe" means. Avoiding a large drawdown is not timid. It is the move that keeps your money in the only state where it can grow: invested, intact, and compounding. The money at the bottom of a hole is not compounding. It is climbing. Those are different jobs, and only one of them builds wealth.

None of this argues for never taking risk. It argues for knowing the difference between a risk you recover from and one you do not — between a 15% setback that costs you a year and a 60% collapse that costs you a decade you may not have to spare.

The first rule is not about being timid. It is about respecting the clock.
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Chapter 2 — The Single Position
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The first chapter was about how deep a loss goes. This one is about a loss that does not climb back at all.

A diversified portfolio can fall hard. It can scare you, test you, take years to recover. But a broad basket of companies has one mercy built into it: short of the whole economy failing, it does not reach zero. A single stock has no such mercy. A single stock can go to zero while the market around it does just fine — and when it does, there is no recovery curve to climb, because there is nothing left to climb from.

This is the risk that position sizing does not actually address. Sizing decides how much a position can hurt you. Concentration decides whether a single mistake can end you. They are different questions, and the second one is the dangerous one.

History keeps the receipts. Cisco was the most valuable company in the world in early 2000; a quarter-century later, it has still never returned to that price. Yahoo was the front door to the internet and was eventually sold for parts. Enron carried analyst buy ratings weeks before its stock was worth nothing. Lehman Brothers was a 158-year-old institution that ceased to exist over a single weekend. None of these were penny stocks bought on a tip. They were blue chips, held by serious people, that simply did not come back.

You have probably owned a name you were sure about — sure enough that a thought crept
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