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			Advance Praise for Odds Man Out

			“Jay Cohen’s fast-paced, well-written memoir, Odds Man Out, tells the harrowing tale of the options-trader turned entrepreneur who helped start the huge business of online sports betting legally in Antigua, and what happened when the American judicial system decided to make an example of him. It should make your blood boil—and will.”

			William D. Cohan, bestselling author of Power Failure

			“The vast army of fans who enjoy sports gambling, owe a debt—of gratitude, yes, but a financial one too—to the author. They were pioneers, wrongly targeted by the same sports institutions that now mint money using their innovation, technology, and frameworks. This riveting read is both tragic and triumphant, the story of enterprise, international intrigue, power, and situational ethics. And it helps explain the biggest story in sports so far this century.”

			Jon Wertheim, Sports Illustrated senior writer and 60 Minutes correspondent

			“It’s not often that we get to hear about an inflection point in history, straight from the mouth of the man at its center. In Odds Man Out, Jay Cohen tells the story of how he and others pioneered online sports betting—today an industry seamlessly enmeshed with professional sports—and paid the price.

			“Taking the reader behind the scenes for the genesis and rise of the World Sports Exchange, his indictment as part of the “March Madness” prosecutions, and his gamble to return to the United States for his day in court, this book offers an invaluable glimpse into how tech, sports, gambling, and the legal system collided. Reading this book drives home just how far the sports betting world has shifted since Murphy vs NCAA, and reminds us that pioneers may not always be celebrated.”

			David G. Schwartz, historian and author of Something for Your Money: A History of Las Vegas Casinos

			“Viewed through the prism of gambling’s overtly symbiotic present day relationship to American professional sports, the story of Jay Cohen’s confrontation with the Justice System seems almost comically quaint. He was taken to task, and ultimately sentenced to a prison from which he could see the lights of Las Vegas, for brilliantly innovating a popular and profitable system for betting on professional sports, something millions of Americans now do every day without fear of recourse or restraint. But because of the time at which he did this, and the vortex of personalities and ambitions his activities then touched, he lost everything. His story is tragic and poignant. I won an Emmy Award for covering it on HBO’s RealSports with Bryant Gumbel. It was an award I would gladly have returned if Jay Cohen had been treated fairly, but he was not.”

			Jim Lampley, Hall of Fame broadcaster

			“Entrepreneurs who are twenty years before their time merely lose. They don’t go to jail. In a horrible stroke of irony, the men of World Sports Exchange, invented live betting as we know it and are the forefathers of a now legal American betting industry that brings in billions of dollars every month, but were tortured by a government who chose to fix the game of regulation, which was, at best, ambiguous in its interpretation. In Odds Man Out, Jay Cohen gives a firsthand account of the rise and fall of WSEX and assures us that we will never forget how lives were ruined over merely being first.”

			Darren Rovell, sports business reporter for ESPN, CNBC, and The Action Network

			“Blazing the trail in internet sports betting, Jay Cohen’s World Sports Exchange offered sports betting exchange-traded futures twenty-five years before they became the rage. Jay chronicles the bullet he took for the offshore industry in his six-year legal odyssey fighting the federal government at his own personal loss.”

			Roxy Roxborough, iconic Las Vegas oddsmaker

			“A unique, often riveting account of Jay Cohen’s battle against a government bent on destroying his brainchild, the pioneering online sports book WSEX. With a supporting cast including future Chief Justice John Roberts and the most famous whale since Moby Dick, Odds Man Out is a cautionary tale for anyone who doubts that behind-the-scenes forces can decide who wins and who loses in our courts.”

			Kevin Cook, author of Titanic Thompson, Waco Rising and The Tiger Slam

			“Jay Cohen was a visionary who understood that the internet would revolutionize gambling—and he was punished for it. His inside look at the creation of an online ‘stock market for sports’ becomes a harrowing tale of the American criminal justice system gone awry.”

			Bruce Schoenfeld, author of Game of Edges
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			This book is dedicated to the legacy and memory of these two people. If not for the corporate-induced prosecution, the biased judge, and the United States’s failure to comply with international treaties it signed, they would still be with us today.

			Steve Schillinger (1953–2013)

			The greatest oddsmaker to ever live. Without him, I would not have had a product to offer. There was not a sporting event he could not price. He literally set odds from the first second to the last second of any game, along with side bets. He didn’t need a computer. I miss his sharp mind and his quick wit.

			Glen “Calvin” McIntyre (1971–2022)

			Calvin was a machine when it came to making markets on live games. Up to half a dozen a day, at times overlapping two at a time. He was also the most loyal and dependable friend anyone could ask for, always there for me, for anything, anytime, anywhere. If not for the demise of WSEX, he would still happily be making live markets today with his trademark baseball cap. I miss his friendship most of all.

		

	
		
			 

			 

			 

			“Yes, risk taking is inherently failure-prone. Otherwise, it would be called sure-thing-taking.”

			Jim McMahon, former NFL quarterback

		

	
		
			Foreword

			This story, Jay Cohen’s story, is one that we should all read, and it should strike fear into our souls.

			In more than forty years as a well-known criminal defense trial lawyer and before that, serving four years as a prosecutor, I do not believe I have ever been involved in any other case where the defendant was treated more unfairly than Jay Cohen.

			I remember this case vividly as it still haunts me today, more than twenty years later. This book is a cautionary tale, as it is a true and frightening story.

			The saga against Jay Cohen began in Antigua, where Jay and his partners at the time developed an internet gambling site that, according to our government, was “illegal” in the United States despite its legality in the country where it was based.

			You see, Jay Cohen is not today and never was a criminal. Nevertheless, at the end of this stupid case, Jay was sentenced to twenty-one months in prison, despite taking great pains to avoid intentionally violating US law. One of the principal reasons for basing World Sports Exchange (WSEX) in Antigua is because, there, internet gambling was completely, 100 percent legal and regulated.

			As a practical matter, Jay is the father or grandfather of internet gambling. Today, it is a trillion-dollar business available in virtually every state in the country, after this case was tried and he was convicted of violating the Wire Act. How bitter Jay is to see his genius exploited by so many amateurs, who simply took Jay’s master plan and now reap billions of dollars from using the internet to allow people to bet on professional sports and so many other events.

			In fact, we have since learned how a hugely powerful and politically connected law firm that had been retained by the professional sports leagues to stop WSEX in its tracks and prosecute its principals had the audacity to help create a vehicle through which the leagues could now promote gambling on their own games!

			Looking back, I vividly recall how I begged Jay to stay in Antigua, explaining that defending his position might prove difficult as the Wire Act that Jay was accused of violating was a non-intent crime, and accordingly, Jay could be convicted even if he never intended to violate US law. A lot might depend on which judge would be assigned to the case. As I explained to Jay at the time, in the Southern District of New York, the assignment of a trial judge would not take place until after Jay entered a plea of not guilty at his arraignment. Jay, however, insisted on returning to the US, as he believed that he was capable of defending his case on its merits.

			Indeed, Jay honestly believed that he was doing nothing illegal and that our criminal justice system would treat him fairly.

			To be candid, I, too, naively believed that Jay’s case was defensible before most of the federal judges in the Southern District of New York. Then the late Judge Thomas Griesa was randomly assigned to Jay’s case. Having tried cases where Judge Griesa presided, however, I believed deep in my heart that the intricacies and complexities of Jay’s case were beyond Judge Griesa’s capacity, and I knew he had very conservative personal beliefs that gambling was a real vice that could, as the professional sports leagues argued through counsel, corrupt their football games.

			I was right, but even I did not foresee how much Judge Griesa was opposed to gambling and considered it a sinister vice. For example, Jay testified in compelling fashion that he voluntarily came back to the US because he wanted to testify in his own defense that he “never intended to violate US law and ran his business in a purely legal fashion with all winners being paid in full and no gamblers filing any complaints whatsoever.” Although Jay’s testimony was indeed compelling, clear, and to the point, it did not seem to matter to Judge Griesa, as after Jay’s testimony was completed,  he struck his testimony from the trial record and even went so far as to instruct the jury that they “should disregard Jay’s testimony completely.” In more than forty years of trying cases, I have never seen any judge strike a defendant’s testimony, especially when in this case, Jay’s testimony was completely truthful.

			Before WSEX, Jay was a young man killing it on Wall Street, and yet with his two colleagues, he moved to Antigua to start a business that the professional sports leagues were apparently intimidated by and viewed as a threat to their business. Jay was adamant about coming back to the US after he was indicted.

			What mattered most to me and to Jay was getting assigned to a judge who would understand the nuance of our argument. Jay ultimately won this argument with me, and he came back to the US to have his day in court. After he pled not guilty, however, the case was practically over as soon as it began. Then, after an unfair trial that you will read about in this book, he was sentenced to prison as a felon, and after all appeals were unsuccessful, Jay served his prison sentence honorably.

			As a respected and successful criminal defense lawyer, I have done more than my share of trials, and at times I have lost some cases where, despite my best efforts, the client got what he or she deserved. In Jay’s case, however, despite my best efforts, Jay was convicted and then shamefully sentenced to prison, an outcome that he truly did not deserve.

			The sheer hypocrisy of what has since developed would be hysterical if it had not literally destroyed Jay’s life and led directly to the suicide of one his partners, while the very leagues that fought tooth and nail to stop WSEX now reap huge profits by partnering with internet gambling sites that thrive by following an innovative and pioneering business model originated in Jay Cohen’s genius.

			Benjamin Brafman

		

	
		
			Introduction

			The Embassy

			Montenegro
2012

			The building, with its well-kept grounds and high fences, resembled a small fortress and felt like a prison. I couldn’t shake the paranoia gripping me. As I approached the guard shack, I kept an eye on the fence line, planning an escape route in case things went south. I knew these thoughts of my immediate danger were largely irrational, but the terror inside me?

			That fear was real.

			And earned.

			I’ve never been a gambler in the traditional sense. I’m averse to risk. Not one for adrenaline-pumping adventure or challenges with unpredictable outcomes. I prefer to make decisions that are calculated, logical, and reasonable, the sort of actions you might expect from someone with a degree in nuclear engineering. But here I stood, and I felt like I was gambling with my life.

			Never in my wildest dreams, as a kid from Long Island, NY, would I have imagined the forty-four-year-old version of me strolling into a US embassy in a foreign country to commit to something so out of character.

			The sweat gathering at my temples had nothing to do with the eighty-degree spring weather. I was worried for my freedom and my safety. Were they about to jump on me, detain me in some dark basement cell, and extradite me back to the US?

			I’d been inside the compound two weeks earlier, but this time, the embassy guards seemed to be waiting for me. This provided little comfort. They let me in past the front gate, and I proceeded toward the main building, eyeing the entire fence line, plotting where I could make a run for it. If I had to. At the time, the US embassy in Montenegro, which was a small facility, didn’t have the highest fence in the world. I’d get my ass over that brick-and-steel fence in a pinch. And as stupid as it sounds now, with each step in, I laid a route in my head to get back out, to escape if need be.

			The decision to renounce my citizenship had been brewing for a decade. I had done my research, understood the multifaceted implications, and felt ready. I’d called the embassy to make an appointment, only to be told I’d need to wait two months. As with all governments, American or otherwise, it’s all about who you know. I spoke with someone in my office, a friend pulled some strings, and a few days later I entered the compound for the first visit, where the officials there had essentially attempted to dissuade me. They wanted me to change my mind. The implications were vast, extending beyond myself, but also to my family. They sent me away with a form and what amounted to a mandatory two-week cooling-off period. Perhaps in that time, they assumed, I’d reconsider, possibly even come to my senses.

			With all that had happened to me, my business, the legal cases, and an opportunity to live without the ceaseless fear that the most powerful government in the world would come after me? Again?

			Not a chance.

			Two weeks later, there I stood, unwavering, on the threshold of willingly tossing away what so many people across the world sacrifice their lives for.

			And I had no idea the process would be so nerve-racking.

			Inside, they handed me the document outlining all the downsides of renouncing my citizenship. The document warned about the permanent consequences and how any future children wouldn’t get American citizenship. Finally, one of the workers said in a voice fraught with stress, “Mr. Cohen, this decision is irreversible.”

			Irreversible. I shrugged off their warning.

			So much of what I’d survived had already felt that way.

			The embassy staff appeared inexperienced with what should be a simple procedure. In no way did their inept understanding of the process help my anxiety that something could still go awry. The irony wasn’t lost on me that I was in fact gambling now, but this time gambling on the very government whose processes and laws I’d believed in and had entrusted with everything.

			Then, in a moment that felt as surreal as anything in my life up to that point, they made me stand, as if I was again on trial and about to testify to preserve my integrity and, in many ways, my life.

			I stared down at the official form in my hand and began to read, “I desire and hereby make a formal renunciation of my US nationality, as provided by Section 349(a)(5) of the Immigration and Nationality Act of 1952, as amended, and pursuant thereto, I hereby absolutely and entirely renounce my United States nationality together with all rights and privileges and all duties and allegiance and fidelity thereunto pertaining. I make this renunciation intentionally, voluntarily, and of my own free will, free of any duress or undue influence.”

			I signed the oath and handed over the $300 processing fee. The embassy staffer then revealed the renunciation document would be submitted for authorization and to expect several months as my future, relegated to a single slip of paper, made its way through the US State Department and various bureaucratic channels.

			I’d be forced to wait while the government I had grown to fear had to essentially approve the renunciation of my own citizenship.

			Months passed without news. My paranoia grew like a hot commodity on the futures markets I’d started out at decades earlier. I couldn’t take it any longer, so I called the State Department in Washington to complain, and shortly after, I received a confirmation email to return to the embassy and pick up my final renunciation papers and have my passport canceled.

			Five months later, in October of 2012, on my third trip to the embassy, the cold sweats returned. The familiar paranoia and distrust hit me, the feeling inescapable and leaving me needing to escape. I found myself inside the building waiting, as nervous as ever, eyeing the exit—could this be their big ruse to take me in? I tried to quell my internal disquiet and focused on the people sitting around me, most of them applying for visas to visit the US.

			There, I fidgeted in anticipation for my documentation to get as far away from my home country as possible while others waited, basically begging to be let in. I turned my nervous energy toward observation of the situation around me, and since I’m always one with an eye toward the sausage factory of bureaucracy, I began growing somewhat aggravated with the process. Here desperate people waited, quaking with a different kind of anxiety, taking part in a very personal, life-changing process, one that is supposed to be private—but there was absolutely zero privacy.

			I listened and could hear everything while a young mother and her two kids were basically given the rubber stamp for entry. No problem, no problem. But on the flip side, I listened as an older guy in his early sixties applied for a visa to visit the US. The diplomats appeared incredulous and started busting his balls because he checked the box that he once had been detained by police forty years earlier. The man argued that he hadn’t even been arrested and was only with someone who stole a jacket. It didn’t matter; they raked this old man over the coals for utter nonsense.

			They continued grilling him and grilling him. Listening to them reject him felt like the final straw. This ridiculous interrogation of a man who had checked a box in honesty but hadn’t done anything wrong only reaffirmed the decision to renounce my citizenship.

			And then, finally, after I waited forever, they called my name. “Jay Cohen?”

			It was my turn.

			The man across the desk passed me the final papers and canceled my passport. He claimed they needed to hold onto it, but I insisted on keeping it. He seemed hesitant but ultimately relented and handed it over. The whole process, including that final argument about me keeping my canceled passport, reinforced the fact they didn’t really know what they were doing and had never done this before. Later, I would do a little research to discover that at that time, renunciations worldwide were still relatively low, maybe around a thousand a year.

			Walking out of that embassy with those papers in hand and the canceled passport, I felt euphoric, happy, and above all, relieved. I went to a local store and bought a frame, then went straight to my office and put my renunciation certificate on display.

			That day marked a significant change in my life. The framed document stood as a symbol of my newfound freedom and an escape from the oppression and fear I’d felt for so many years from the country that had stripped me of my multimillion-dollar business and disrupted a future that once had all the hallmarks of a classic American success story.

			My story, this story of Jay Cohen, cofounder of WSEX, is quite the opposite. This is a story where all the odds, all the signs of luck and fortune, logic and reason, appeared to be headed in one direction, and then with a few hands on the scales of justice or fate, took what they call in gambling a bad beat.

		

	
		
			The House

			Long Island, NY
1980s

			I wouldn’t say there was much in my childhood that suggested my future would include international headlines, court trials, or appearances on shows like 60 Minutes or cover stories in Sports Illustrated and The Wall Street Journal. If you knew me, then you wouldn’t have had an inkling of what was to come. I certainly didn’t.

			I’m not one for sharing those warm, fuzzy, youthful memories or stories of familial hardship or childhood trauma. I did grow up in a broken household. Two very bright, well-educated parents—a work-obsessed attorney for a father, and my mother who started out as a surgeon and left her practice by the time I was three years old.

			My father introduced me to the life of being a workaholic. I only really saw him, even before he moved out, on the weekends. He was one of these guys who would go to work at six in the morning and come back at eight-thirty at night. He moved to Manhattan when I was eleven, but they did not get divorced. His deal with my mother was that he would continue to support us in the same fashion, so we still lived pretty well. He had money when no one had money, and he was very generous, ridiculously generous at times. And that’s probably part of what got me in my own financial trouble later in the sense that I was never tight with what I had. At one point, he had a neighbor who had some restaurant businesses, and he asked my father, “Can you lend me $50,000?” My father went to his closet, pulled out $50,000, and gave it to him. No paperwork or signed agreement. No collateral. Nothing. Just a handshake. With family, he was generous to a fault. He put many of my cousins through college. He paid for undergraduate degrees, law school, and medical school. Extreme generosity with anyone, in anything, for what anyone needed. No one wanted for anything in my house.

			He paid for it all, working for himself as a negligence attorney in mostly fender-bender cases. I hate to use the term “ambulance chaser,” but people had accidents, and he helped them get money. Back then, I used to hear him negotiate the suits for five or ten thousand a crack. Certainly not the kind of figures you hear today.

			On the weekends, I would spend a lot of time with him in Manhattan. For the most part, we would walk around and eat at good delicatessens. We were pretty close, and he was into old Cadillacs from the ’30s, ’40s, and ’50s. He liked those big cars. It didn’t take long before I caught his bug for classic cars, so we were always, even if we weren’t buying, looking in the newspaper or taking a trip somewhere to kick the tires on some sweet old ride. Back then, it wasn’t like it is today. Back then, you could buy things if you wanted to. I tried to push him into sports cars, and he did a couple times, but I was just a kid, and he really wouldn’t listen to me too much. He should have, as that was a time for the Porsches.

			We used to go visit a car dealer up in Nyack, a fairly famous dealer who also collected planes. One time, we drove up there to go look at a Sherman tank. We weren’t going to buy it, but we took the trip just for fun. We hit auctions, and pretty much once a year, without fail, we made it to the big one in Atlantic City. Again, not that we were buying anything. We enjoyed looking around and watching everything, though neither of us was really that into new cars. We both appreciated the older vehicles more for the most part, and once in a while, he’d purchase another to add to his growing collection.

			But while he loved and owned over a dozen vehicles at one time, he couldn’t do anything mechanically. He couldn’t change a battery. I would eventually learn to be slightly handier with a wrench and would inherit his love for collecting cars. That was a common connection we’d hold, and later, as I made my way into adulthood, I would value this bond between us when my own assemblage of vehicles would surpass his, and then later when all that would be left of either of our collections would be that relationship and love for the clean lines of a classic car.

			My father would continue to buy my mom a new car every few years. We took fancy vacations, and my mother and sister went shopping. Everyone seemed fairly content, which was a bit strange, looking back on those days. I would spend those weekends in Manhattan having fun with him, and weekdays, back to Long Island I’d go.

			My mother was quite different from him and in many ways began her early career as a trailblazer, attending medical school in the class of 1955 as one of only seven women. When she became a surgeon, that was a big deal. She had to deal with doctors who believed no man should refer any patient to a woman surgeon. And while she operated as a brilliant clinician, she had zero business sense. She loved medicine and liked her practice but didn’t excel at collecting the bills. Ultimately, she left the medical field to become a homemaker to raise my younger sister and me. And she was super smart, much smarter than me. She read voraciously, usually reading a few books a week. She did these crossword puzzles. She would do The Sunday Times, and then every other week did The Sunday Times double acrostic, which was a complicated puzzle. She could also solve what was then considered the hardest brain teaser in the world from The Times, this really obscure thing called “The Jigsaw Puzzle,” and she cracked that weekly. The woman had as solid a brain as anyone I knew.

			In those days, I can’t say I was testing my own brain as much. Well past bedtime, a little twelve-inch television glowed in my room. I rigged up a little earpiece, put my single headphone in, and watched late into the night. I discovered shows at a young age like Batman, The Honeymooners, and The Odd Couple, and I caught all the late-night reruns airing in New York back then. I would watch if I didn’t get caught until the flag and the color bars appeared on the screen at 1:00 a.m.

			Other than staying up late, I followed the rules. I never found myself in trouble. I never got busted for misbehavior, fighting, cheating, or anything of the sort. I never bullied anyone or stole test answers or partook in any of the usual mischief that landed boys back then in the principal’s office. My parents never had to drive to school to meet with my teachers or pick me up from detention. The only real problem area in my life or studies at the time that I might point out now was that, like most normal kids, I preferred television over homework. If anything, I became an expert at sneaking in late-night shows, my one small act of defiance in an otherwise disciplined life. The unfinished assignments piled up, but I didn’t really care.

			In retrospect, I squandered a good portion of my youth glued to the television when I could have been outside enjoying those carefree times of a kid who had it pretty damn good.

			I grew up in a somewhat affluent suburb in the South Shore of Long Island known as the Five Towns, and by age thirteen, I functioned independently from my parents. For transportation, I rode my bike everywhere. When my friends went to different people’s houses on a Friday or Saturday night, they all took taxis. They paid for their ride, but I would always take my bicycle. Rain or snow, I didn’t care. I would ride, and it didn’t matter how far, how cold, or how wet. I would pedal my ass there on my twelve-speed Schwinn Voyageur, cherry red with the curly drop-down handlebars. Early on, I had other friends who got into BMX bikes. I didn’t like that scene. I never got into jumping and tricks. Riding for me was all about getting where I needed to go. I wanted my independence.

			I went to Hewlett High School, the same school the famous actor and director Edward Burns graduated from. He was a year younger than me, but I didn’t really know him. And another famous kid from my school, a year or so above me, was Rande Gerber, the successful business entrepreneur who married supermodel Cindy Crawford and co-founded Casamigos Tequila with George Clooney. I never aspired for those levels of fame, but I suppose under different circumstances, Hewlett might have started including me in the list of rich and famous alumni.

			I did little to stand out back then, certainly not a face you’d expect on the front of major publications a decade later. I wasn’t dating. My friends dated girls and had sex. Not me. I was too shy. I’d hang out with friends on a Friday night, maybe watch movies, and that really encapsulated the extent of my social life. From the time I was about thirteen, drug use was everywhere, mostly kids smoking pot, and by the time I hit sixteen, a few were doing a little heavier stuff. Again, not me. I never touched any of that. I never drank. I never smoked. I had no interest in any of that party scene. My friends all got caught at one time or another, and to me the price of trouble, for better or worse, didn’t ever seem worth the fun.

			I guess, for the most part, I was a decent kid. I had the smarts, but I didn’t do my homework. I would do well on tests, but I would get low grades on assignments because I didn’t turn in anything. I wasn’t a good student, but I could rally on test day.

			I did well academically otherwise; I took all the honors and advanced classes in math and science. Back in New York, if you took advanced math, they bumped you up a year. I was taking algebra in eighth grade, and everyone else took it in ninth. I took all the Advanced Placement science, chemistry, physics, computer science, and calculus. But my grades were lackluster with that whole homework thing.

			The truth is, so little interested me beyond burgers and pizza. I did finally take up downhill skiing. I hooked up with a local teacher who ran day trips on the weekends. Kids from our area piled into four buses for the ride up to Hunter Mountain. I started doing this at twelve or thirteen, first as a paying skier, one of the people going up there, and then within a few years, as one of his instructors. My job was to teach the beginners on the bunny slope. A couple of my other buddies were also instructors, and we would go upstate, help unload the bus, and teach the beginners in the morning, and then we’d have the afternoon to ourselves. The work got us a lift ticket and a daily wage of around twenty dollars. The teacher also ran longer trips during the school holidays, and life was good then. My mother was fine with that; she and my sister went to Hawaii, and I went skiing.

			By age seventeen, I had free rein on life. I had the keys to everything. I could drive, and my dad bought a new 1983 Porsche 911 Cabriolet convertible the first year it came out. While he bought it for himself, I don’t think he drove it more than fifteen hundred miles. I drove every other mile on that car’s odometer. Somehow, he was completely cool with that, which in retrospect is a pretty wild thought: giving the keys of such a car to a seventeen-year-old kid who had no idea where he was headed in life. I certainly wasn’t headed down the road he or my mother hoped for. In truth, my father had me under intense pressure to be a doctor.

			They even had me volunteering at the University Hospital in New York when I was fifteen or sixteen, in the emergency room. I took the train once a week, the Long Island Railroad to Penn Station, and then made my way over to University Hospital, which was on 34th and East River. It was there amid the blood and trauma that I realized I had zero business becoming a physician. Medicine just wasn’t for me.

			So when it came to applying to college, I had little in terms of direction. I was lost. I applied to Berkeley, Columbia, Stanford, and had Tulane as my “safety school.” I was told by friends you had to have a safety school, just in case you couldn’t get into your choice schools.

			With my lackluster school track record, I didn’t get into Stanford. But I did get into Berkeley. So, for part of spring break, I visited the campus and caught a presentation for prospective students.

			When I returned from California, my father called me in the morning from his office and said, “What are you going to do about schools?”

			Not wanting to kill the rest of my spring vacation doing campus visits from school to school, I replied, “I’m going to Berkeley.”

			That was it; that’s how it all started. I’d applied and been accepted as a major in civil engineering. I was so lost. I thought I was checking off the boxes of normal American life:

			Finish high school ✔

			Apply and be accepted to a college ✔

			I’d learn that college wasn’t just a box to check. My old study habits and approach to school wouldn’t work. I had a sense I was leaving home for good, going west, headed off to Berkeley—and doing so directionless.

		

	
		
			College Daze

			Berkeley, California
1985–1989

			I found out what real math was at Berkeley, but it came at a cost. During my spring semester of freshman year, I had a 4.0, including a rare A+ on the transcript. That first year, I did well and found a groove. Then I made a big mistake, and I stayed for summer. I took matrix/linear algebra and chemistry, and I still did well, earning an A- or a B+ in those classes. And then that fall, I took two classes that hit me like a double gut punch, one of which really threw me off balance. I enrolled in an honors section of physics class. Friends tried to warn me about the professor, but I didn’t listen because he was a Nobel Prize winner, and I wondered how cool it would be to learn from someone like him. It turned out the man was upward of ninety-five years old and farting dust. His lectures were impossible to follow, and that really threw me off. And then I didn’t like my math professor, and I was solid in math. Numbers, calculations, and formulas were my thing, but I didn’t click with my math professor and straight-up flunked that class.

			At that point, I started thinking again about doing pre-med, perhaps following in my mother’s shoes on top of whatever else I had going in life. I took biology, another big mistake, and found myself in a course all about plants, which I couldn’t care less for. Between the physics class taught by the ancient Nobel Prize winner (I had no idea what he was talking about) and getting all sideways in the math class, I fell into a bit of a hole.

			I bombed out. Today’s term would be epic fail. I ran out of steam. I hung out at the fraternity I’d joined, Sigma Alpha Mu. I didn’t go to class. I spent time with Bob Blumenfeld, who would become my closest friend in college. My GPA that semester closed with a 1.2. The university put me on academic probation. One more semester like that and I would be kicked out.

			I wasn’t a good student. I should have been going to class more. And I wasn’t a drinker, and I wasn’t a partier. Not homesick. My mother had moved to Los Angeles with my sister, and not long after, my father moved to Northern California.

			I wasn’t depressed, either. I was simply lost.

			I had switched my major from civil engineering to nuclear engineering because it sounded like a cooler occupation, and that adjustment worked for me as it made the civil side seem somewhat boring. But as you can imagine, nuclear engineering classes are tough.

			Some of the classes were a little difficult because I had screwed around in the early introductory classes, and then really struggled. I didn’t have the proper foundation. In those courses, they let me through with Cs and Ds, when I really should have taken the classes over instead of going on to the next one. I was behind the curve.

			I found myself following that curve and turned away from school, started dating a girl, and spent too much time with Bob and the guys at the fraternity.

			When I landed on academic probation again during the spring semester of my junior year, I thought my college days were over. I knew you weren’t supposed to be on academic probation twice in a row. When I inquired about my academic status, they took a little mercy on me and said, “You got one semester to go, Jay. Just finish.”

			My father had always tried to push this huge New York work ethic on me. I did in a sense adopt that and apply it when I needed to. He was always big about working hard, climbing the ladder. You had to be willing to sweat. Start at the bottom. Learn to sweep the floors first and work your way up. He possessed a killer work ethic and impressed that upon me. At twelve, he had me working at his friend’s antique store for five bucks a day. Once a week, I would help do deliveries and help organize and clean the storefront. This knowledge of manual labor and the future that awaited me if I didn’t get my ass in gear fueled me to get my degree.

			I found it in myself to rally.

			I’m not really a religious man, but when I graduated in four years, it was a bit of a miracle. But I knew I didn’t want to work in an antique store or be a delivery driver. Initially, I thought with my new degree I could at least be a nuclear engineer, make decent money, and do something good for humanity as well, but I felt grossly underqualified. I didn’t think anyone would want me with my collegiate track record of boom and bust.

			Without much fanfare, I graduated from college and began hunting for a line of work, one that would be far from nuclear engineering and altered the trajectory of my life forever.

		

	
		
			Begin Your Career on the Floor!

			San Francisco, CA
June–December 1989

			I’d been watching a Lakers game, either the playoffs or the finals. During halftime, I hopped on my motorcycle to hit a nearby Burger King. I’d graduated, still lived in Berkeley, and wasn’t exactly having recruiters knocking down my door to hire me for my first real job after college. I prized the red Suzuki GS1100E as that particular model was something of a hot rod, and when out on the open road, I didn’t feel as directionless. That motorcycle had punch, and thankfully, on that ride to grab food, I didn’t have the throttle cranked back.

			As I approached the restaurant, some guy in a pickup truck spotted a parking spot he wanted and he made an abrupt U-turn right in front of me. I jammed my breaks and hit the side of his truck. Hard. Things are a little fuzzy about what happened immediately after, but I think I stood the bike up and put it on the side before the ambulance took me away. I hurt all over but could still walk, and thankfully, nothing was broken, and the doctors released me from the hospital within an hour or two with an order for a few months of physical therapy.

			I went back to the scene, got my bike, and rode back to my place. A few days later, I took the GS to the Suzuki dealer, and they said the wreck bent the frame and insurance would total it. To this day, I still wonder if I was hustled by a deal between the service guy and the insurance adjuster because that was a very desirable hot-rod bike. Everyone wanted a ride with a motor like that Suzuki.

			The insurance company cut me a check, and in a strange way, that wreck and the money from my motorcycle changed my summer, giving me the perfect excuse to avoid hustling for employment and attempting to find some direction and figure out what I’d do with my life.

			I didn’t really know where to start. I only knew that I wanted to stay and work in San Francisco. I didn’t want to be in sales or some training job. Everyone had wanted me to go to medical school, and I wasn’t doing that anymore.

			I knew one thing about what I did want in life. Here I was with a nuclear engineering degree, and I didn’t think that was a ticket to anything at that point. At least not anything I wanted, and I really didn’t want to be an engineer; engineers didn’t drive Ferraris. I wanted a job that made money. A job that allowed a lifestyle that might include owning expensive cars.

			My search for a career like this took me to a bookstore, where I walked in and picked up a few books that sparked my interest in the markets. Michael Lewis’s Liar’s Poker caught my eye and set me up for an interest in working in the markets or something associated with the markets. From there, I realized I wanted to get into trading. I didn’t know much about the markets. I had little understanding of what the markets were or what a trading job entailed, but after Lewis’s book, the work sounded fun, so I read a few other basic books and decided I would try to find a way into that line of work. Naively, I wanted to find myself a job where I’d be one of those guys you read about making six figures straight out of college.

			By September, I started reading the classified job openings in the newspapers. I scoured the papers looking for jobs in the market. I went to one job interview that was just bizarre; it turned out it was a sales job of sorts and certainly not what I was looking for, and the way they presented it to me, the offer felt like a pyramid scheme. The interview included a slideshow of people living in bigger and bigger houses as they moved up the ladder. When they called me with the offer, I politely declined.

			As things got tighter financially, I signed up with a temp agency, thinking they would place me, but when they called me once with a job to stuff envelopes somewhere, I said, “Don’t bother me with work like that.”

			The job hunt wasn’t going that well, and then an advertisement in the classified section caught my attention. Marketing perfection in every way. This was an ad for the Pacific Stock Exchange to be a market quote terminal operator. The tone and voice of the job opening sounded strangely like my father talking directly to me. Begin your career on the floor! It’s the best way to learn the securities industry! If you enjoy a fast-paced, highly energetic environment, have a strong aptitude for fractions, and have the desire to start from the ground up…

			It was as if that ad knew exactly what I needed to hear in that 
moment.

			The goal I set for myself at the time was that I’d find a position in the Pacific Exchange, work hard, learn everything I possibly could, and claw my way up the ladder.

			The job also spoke to me; I guess it was more important to me because it involved money. For so long, I was always asking myself: What am I doing in school? What am I doing here? But when it came time to work and earn, I was very excited at the opportunity to work to make money.

			The job sounded great, and I instantly felt nervous and terrified that something might happen to keep me from landing that position. These were the days where you still had to mail in your CV and include a nice cover letter on good card stock. My resume looked like a bad joke back then. I had no real experience. I worked at a credit union bank in college for a little bit, but that was about it. On paper, I didn’t have much of a chance, but I maintained hope. Put the packet together and prepared to send it off. Out of paranoia that my application would get lost in the mail, I hunted for the post office closest to the Exchange and drove down to post my letter there to ensure a speedy delivery.

			I remember the exact date, October 17, 1989, because the night I mailed that envelope, with my future feeling like it was on the line, a devastating earthquake struck San Francisco. With the freight-train rumble and jostling, I felt as if the world around me decided to embody how nervous I felt about needing to get that position at the exchange. I had no other real prospects, and the world around me was literally crumbling. The 7.1-magnitude earthquake shook for fifteen seconds, a time that would feel like a flash when compared to how long I had to wait for word of whether I would even get an interview.

			I didn’t hear back from them until December. It didn’t matter that the quake had shut down the Exchange for a while. I barely survived the delay, and then one morning in early December, I received a call, and they asked me to come in for an in-person interview.

			Once in their office, I discovered I wasn’t there for an interview so much as a math test. I shrugged and said, “I’m not worried.”

			The woman handing me the test smiled and replied, “Oh, good, because we’ve had math majors fail this.”

			The test was a joke, and when I finished and handed the form back to her, I said, “I don’t know what kind of math major failed that test.”

			She smiled and took me to meet the director of operations on the trading floor where I would work if they offered me a job. I was supposed to go skiing with a friend over the weekend, but then the woman at the Exchange called me up that Friday, and she said, “The job is a market quote terminal operator. Your salary will be $1,265 a month. Can you commit to six months with us and start on Monday?”

			“Sure,” I said, and that was it. The first-ever episode of The Simpsons aired that Sunday. The stage was set: I’d never have to worry about being Homer Simpson, an unqualified nuclear engineer working in a reactor. The next day, December 18, 1989, I would begin my career on the Pacific Stock Exchange, first as a market quote terminal operator, an MQTO. I had finally landed a job, though I didn’t have a clue what my new position entailed. I could do the math and understood the salary didn’t add up. I wasn’t going to be making a ton of money initially, but I’d be working where the money resided. I’d learn the ropes and I knew I could work my way up, just like that classified ad promised.

		

	
		
			The Exchange

			San Francisco
1989–1992

			When I first started out as an MQ, as the traders sometimes called us, I wanted to dress for success. Not too fancy, but also to show I was serious. I wore a decent pair of pants, Dockers or something, a collared shirt, and a tie. The Pacific Exchange was notoriously slobby: guys wearing jeans, almost half the people not even wearing a tie. Everything was untucked shirts and casual. It appeared to me that the longer you had worked there, the worse you dressed. Some of my colleagues could have been mistaken for bums. Then there was this one guy, whom everyone seemed to love, who exclusively wore Hawaiian shirts.

			Early on, I tried to keep that more serious style, but before long I basically fell into the jeans, collared shirt, and a tie routine. Later, I would become known for always wearing white. I wore white Reebok tennis shoes, white socks, and Levis with a collared shirt and tie. Being a rule follower, I always had a tie on, even if it was loose. Ties were supposed to be mandatory, and if you didn’t have one, you could be fined fifty dollars. Every six months, they’d have a crackdown on the dress code, and everyone would have to dust off their ties.

			The setting was mostly young men, probably about 90 percent men and 10 percent women, all trying to make money in different ways in the pits. I could sense a kind of hierarchy there. There were traders, clerks, runners, and then there was the exchange staff, which also had its own different levels of ranking. Order book officials, clerks, and assistants. And then there were market makers and brokers. Brokers handle public orders; market makers trade for proprietary accounts.

			That initial job of an MQTO used to be an entry-level job for the exchange. I sat in the middle of the pit with the traders yelling out the prices, and I would enter those prices into the system for dissemination to the world. The market makers in options would yell out slang for the numbers. One-sixteenth was a “teenie.” One-half was a “laugh.” So they might blurt out, “Three and an eighth at a laugh!” Three-quarters were the orders. Then they might say “One and the orders two” for one and three-quarters bid, and a two ask. To the normal person, this makes zero sense. I had to be able to decipher this coded language using a special keyboard called a Quotron, enter the numbers quickly, and type these compound fractions.

			Those six months were baptism by waterfall, but I survived and excelled. I did well enough that they offered me a raise. I’d be going up to $1,375 a month. My boss said, “This is the biggest raise we’ve ever given for six months.”

			They asked for a half-year commitment. I’d given them that, but I had other plans and countered with my own proposition: “Here’s my notice. I’m leaving in two weeks.” I’d already lined up a job as a clerk with a trading firm, Group One, which was exactly where I wanted to land. Group One was an extremely successful market-making firm, one of the best, and probably one of the most successful trading firms you have never heard of. I really liked a guy named Gary Sparks, one of the leaders of the collective. When I started clerking for Group One, they weren’t paying me big money, $1,500 or $1,600 a month, which didn’t matter because I would have gone to Group One for $1,000 per month for the opportunity and future potential.

			While this might have just been a clerk job, I was working for a market-making firm. I started off entering the trades into the Group One system, executing stock orders for them, getting coffee, all that sort of clerk stuff. Sometimes, when it got really busy, traders would need me to stand behind them and help write tickets. For me, this was a fantastic opportunity and experience. This company was also good about training their clerks to move up to be the next market makers, which was of course my goal. I learned everything I could, and I took whatever classes they offered. And for my first promotion, before they transferred me to trade, they moved me up to the risk desk with the principals. These are the senior traders with significant experience and expertise in the markets, responsible for making trading decisions and managing risk for the firm. These guys were the owners of Group One, period. There were five owners. Two of them worked on that desk. The other three still traded on the trading floor. This gave me a chance to sit with the principals and help with risk management. Before long, I became the head clerk on the desk. I’d help a little bit with risk management, and I’d help trade. If traders went on vacation, they’d leave these positions behind that needed to be babysat, and I’d help with those. I became Group One’s super clerk, and they were in awe of me. I was the guy on three phones, watching five screens and watching the news. I was a super clerk. My hard work landed me a spot next to the principals’ desks, and from there, my learning curve exploded exponentially.

			Within a few years, they handed me a badge, J01W, and I found myself trading down on the floor in the pit. I first started at the Pacific Exchange at the end of 1989, and by 1992, I’d reached my goal and had become a market maker.

			For the uninitiated, market-makers provide two-sided markets on securities. This means they always present a bid and ask price, a price they are willing to buy and a price they are willing to sell. They help keep the market liquid at all times. In exchange for this obligation, they have a front row seat to all trading and are allowed to use significant leverage, not available to the general public.

			I was a market-maker for equity options. I provided two-sided markets for all of the options listed in my pit. As market-makers, we would take risk from people who had it and did not want it, and sold risk to people who wanted it and did not have it. While every trade was not profitable, if done well market-makers should be net profitable by trading sufficient volume.

			I traded options for Group One. Options are a type of derivative. In my case, they were calls and puts on stocks. These gave the holders the right to buy a stock at a specific price by a specific date, or the right to sell a stock at a specific price by a specific date. The option sellers had the obligation to sell or buy stocks at specific prices by a specific date if they were assigned.

			In cleaner terms, call options on stocks are bets the stock will be above a certain price by a certain date with a variable payout, and put options are stocks are bets the stock will be below a certain price by a specific date with a variable payout.

			The exchanges and the financial industry do not like them to be referred to as bets, but the truth is that is what they are, and the sellers of the options are booking the bets. The industry thinks it is beneath them to be associated with gambling as opposed to “investing” and frowns upon the characterization. But at the end of the day that is what the public is doing, gambling on stocks. As market-makers we were the house and had favorable odds, we actually set the odds. So while we were wagering, we were not gambling.

			Group One put one trader in each pit. At first, I was not on my own per se and was really still in training. But eventually I moved to my own pit, where I worked alone competing against other independent market makers, and that’s when I started to do well. Group One sent me to a pit with all these old guys sitting around in chairs. We had these old, busted office chairs. God knows where they came from. They weren’t like regular office chairs; they were like these old, small chairs. One didn’t have a back. One had a busted arm. Really, it was like a junkyard for bad chairs. And we would have to defend the chairs from the pits next to us. We did have a rule in our pit because we had pretty good control of our chairs. If we got up, we would say “chair up!” so someone else would take it. That way, someone from the next pit didn’t snag it. That was the important order of business in my pit with the old guys.

			On the rest of the floor, everyone bunched together, standing and screaming. The really busy pits could have thirty, forty, even fifty if it was super busy. It depended on what was going on in the market at the time. The Microsoft pit was always crowded. The Compaq pit too. Sun Microsystems usually had a solid contingent of action as well.

			Not my pit. These dudes sat in chairs, reading the newspapers and making pretty good money.

			This pit they had moved me to was something of a dead zone. But you know what? That’s where all the money was. We didn’t have all the sexy names in our pit. We had companies like British Petroleum (pre-Deepwater Horizon) and Dole Foods. Different stocks resided in each pit. Our pit had stocks that weren’t grabbing all the attention. Pits like the one holding Microsoft were really booming. So too was the Sun Micro pit, when Sun Microsystems appeared to be a high-
flying tech company with its options heavily traded. My pit sat along the wall between the water fountain and the bathroom. The scene looked like a bunch of old mobsters sitting around on a construction site, working hard at nothing. It was almost trading by appointment.

			In the pits we’d stand or sit in our own garbage. Traders were throwing paper on the floor all day. Every time you did a trade, you’d write the ticket, and the brokers would throw all tickets on the floor because they had more copies than they
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