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			Book Abstract

			MAIN IDEA

			In devising your own personal investment strategy, it’s vital that you take a holistic whole-of-life perspective rather than the more narrow money making perspective Wall Street publicizes. From this holistic point-of-view, there are four main strategies which should be used to manage both your professional life and your investment portfolio:
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			“Safe and successful are two words that should never be separated when considering how to invest your money. Commit to creating a portfolio that hedges risk first and foremost, and that you never again succumb to gambling your money away – even if the reward seems great. You need to know how much is enough. Don’t be constantly interested in beating the stock market every year, or having more money than your richest friend or neighbor. As soon as you grasp this key principle, you allow yourself the freedom to look beyond the End Game and find out what else life has to offer.”

			– Gary Marks

			About the Author

			GARY MARKS is founder and CEO of Sky Bell Asset Management, an asset management company with $300 million of capital under management. He specializes in creating and managing hedge funds for qualified investors. Mr. Marks also has a successful career as a songwriter with more than ten albums of original music. Since the year 2000, Gary Marks has been living in Maui, Hawaii.

			The Web site for this book is at www.rockingwallstreet.com.

			Important Note About This Ebook

			This is a summary and not a critique or a review of the book. It does not offer judgment or opinion on the content of the book. This summary may not be organized chapter-wise but is an overview of the main ideas, viewpoints and arguments from the book as a whole. This means that the organization of this summary is not a representation of the book.

			Summary of Rocking Wall Street (Gary Marks)

			Strategy #1

			Understand the emotional controls you need and how best to hedge your emotions as well as your investments

			To invest successfully, you have to first get your own emotions under control so they won’t work against you. To do this, you need to think about two key concepts:

			
					What do you personally define as the end game of your investment activities?

					How well do you understand the three basic concepts of hedging your investment bets?

			

			If you can learn to hedge your emotions as well as your investments, you’re well on the way.

			What would you define as the “end game” of all your personal investment activities? This is not something a lot of investors typically spend time on. Perhaps you’ve always automatically assumed the goal is obviously to keep increasing your personal assets until you have everything you and your family could possibly want. There are, however, a few problems with that kind of definition of the end game:

			
					Do you want to spend every waking hour of your life managing your investments, or do you want more free time? If you’re like most people, creating free time for spending with your family is of incalculable value and therefore you’re willing to hire other people to do some of your stuff so you can have some more free time.

					If you don’t have a definitive end point where you have enough money, how do you know when you’ve won the game? Perhaps investing is something you’ll always be doing all your life so you can leave as big a nest egg as possible to your children.

					Do you see successful investing as more of a craft or as more of an art? The craftsman understands the basics of investing and knows how to carry out a robust due diligence to separate the hype from the true picture. Once you master the craft and know how to accumulate wealth safely, your artistic dimension can then come to the fore and influence what you do. You’ll always need to hit a good balance between the art and the craft in investing to feel good about what you’re doing.

					Is it possible for you to visualize a situation where having to manage your investments becomes more of a burden to the kind of life you want to live rather than a benefit? Admittedly, this may be extremely hard to visualize when you’re first starting out. There are, however, actually people in the world who spend all their time making more money so they can buy new toys (airplanes, yachts, fantastic houses) which they never have the time to actually use and enjoy themselves. Instead, these rich people hire staff to maintain and look after their assets for them while they work hard on accumulating even better toys. Perhaps that’s your idea of a problem you’d like to experience. Or it may seem so far away you’re happy to cross that bridge when you come to it, but unless you take the time to define your own end game, you’re setting yourself up to get on a treadmill which is very hard to get off later on.

			

			The End Game

			So what is the goal of the end game? Logically, the goal is relatively simple:

			To accumulate enough wealth which can then be invested safely to generate sufficient after-tax income every year in perpetuity to meet all the expenses of the lifestyle you truly want

			In simple terms, the goal of the end game is to accumulate enough wealth that you can stop having to take any further risks. At that point, you can walk away from the investing game and spend the rest of your life doing whatever fuels your personal passions without any restrictions.

			Sometimes people assume they have to be billionaires to achieve this. It’s possible to reach the end game point with much less wealth than that. For example, a business owner recently sold his company for $12 million after paying his taxes. He took that money and put it into U.S. Treasury Bonds. He and his wife now have an annual budget of $300,000 on which they live in their already paid-for home. This is enough money for them to take vacations whenever they please and buy a new car each every year. When they die, the $12 million will then be split between their two grown children. They have reached their own personal end game which is great.

			The advantages of having an end game firmly in mind while you play the investing game are:

			
					Unless you have an end game in mind – a point at which the investing game is over for you and you have been declared the winner – you’ll keep on putting your capital at risk in investments which may or may not work out. Sooner or later, the odds are very good you’ll make a bad investment which takes you away from your end game rather than closer towards it.

					Having an end game gives you perspective. Instead of letting the game run you – and getting on the treadmill of making more and more – you view money for what it really is: a stepping stone to a happy life rather than an end in and of itself.

					Having an end game firmly set reminds you that you don’t have to win at all costs. This will relieve a lot of pressure many investors feel.

					Thinking about your personal end game point actually increases the chances you’ll be around to enjoy it. It’s amazing how many successful people never have time to savor their own successes because they’re too busy trying to chalk up yet another win. Knowing when you’ve achieved enough provides some great balance in your life.

			

			This really comes down to the matter of whether you genuinely want to invest for your future life or do you want to spend your entire life running your investments? Your primary goal is to have a happy and successful personal life and everything else, including the business of investing, should be viewed as subsidiaries of that overarching goal. If you have your financial life in order, you’re then free to enjoy all the things money cannot buy – true love, free time, a complete absence of stress and a personal sense of mission that makes your life worth living.

			The real key to securing your financial future and reaching your personal end game is to choose risk-averse investments for your portfolio. Admittedly, these won’t generate the huge wins which the financial press loves to publicize but you’ll also avoid the gut-wrenching losses which always make up the other side of the ledger. The key to having risk-averse investments is hedging.

			There are three steps to hedging your investments:

			
					Get your emotions sorted out – which basically means being prepared to give up the windfall in order to avoid the big falls. If you’re really smart, you’ll see investing as a more advanced form of gambling than most people in the financial industry are prepared to admit.When you invest, proceed on the basis that pretty much everything you think you know will end up being wrong. If you look around, you’ll find market insiders who suggest the key to winning big is:
	To invest aggressively.

	To buy penny stocks before they get widely known.

	To short the dollar.

	To buy gold or oil.

	To put everything you have into real estate.


Of course everyone can’t be right at the same time. Since it’s impossible to know what will happen in the future, decide now whenever you make one investment in something which you think will rise in value, you’ll also make an equal investment in something else which will fall in value if you’re right. That way, your overall portfolio will be market direction neutral. This is the essence of hedging and should be an essential part of your investment strategy.
If you hedge your bets by hedging your risks, then it stands to reason you will be emotionally fulfilled whether your initial investment ended up being the right one or not.


					Diversify – spread your investment capital over a number of different investments, asset classes and strategies. Diversification gives you the staying power which is absent if you’re waiting and praying while your sole investment continues to lose value over time.The key to diversification is never invest more in a single investment than you are emotionally and financially able to lose. You should diversify across different asset classes (stocks, bonds, commodities or real estate), across different views of the future market direction and across different investment strategies.
Diversification should also extend to the amount of money you put into building your own business. It’s smart not to bankroll your own venture with more money than you can afford to lose. Very few start-ups ever survive long enough to become profitable so don’t put all your eggs in a basket which is dependent on you being able to beat the odds.
In theory, if you’re perfectly hedged, you will make money whether the market as a whole moves up or down. This isn’t always easy to achieve in practice because the markets are not static and eventually, all kinds of small distortions will erode your hedge structure but the concept is still very valid. You want to develop an investment approach which removes as much of the volatility as possible by making offsetting investments. No matter which way the market moves, one or the other of your investments will appreciate in value while the other loses value. This is the essence of diversification in investment.


					Insist on making investment decisions on the basis of logic tempered by emotion – so you get the advantages of investing with your head and your heart. Enhance your sense of reasoning by integrating elements like personal integrity, alliance building and openness to assessing the truth in different ways.When you don’t see accumulating more money as the sole reason for your career, then you can:
	Avoid being led into bad investments on the basis of greed, envy or desperation.

	Start working proactively with others, even competitors, to build on ideas which leverage your combined strengths.

	Find ways to provide worthwhile incentives to your most valuable and loyal employees so they stay with you.


By basing your investment decisions on a mix of logic and emotion, you avoid the catch-22 which trips up many investors. It usually goes something like this:
	You have an investment that you want to sell when the time is right.

	Every time the investment goes up in value, you tell yourself: “It’s got momentum on its side. I’ll hold because it’s bound to go up again in the future”.

	Similarly, when the investment goes down, you say: “I can’t sell it now, or at least not until it makes back some of the money I just missed out on making. I’ll hold until it goes back up again”.


If you always have price points set before hand at which you will sell if the price goes down or sell if the price goes up, you’ll avoid this catch-22.
“Here is what you must continually ask yourself to avoid the addictions and traps of the investing game: ‘Do I want to be the CEO of a money management firm’? If so, get your license and find clients. If not, then don’t try to be one.”
– Gary Marks
“Playing with the stock market is like playing chicken with a freight train ... no matter how many times you win, you only get to lose once.”
– Mike Masters, hedge fund manager
“In the financial world, carefully choosing diversified investments, and hedging your emotions, as well as your assets, against failure and the unforeseen, is what I call investing. The rest I call gambling.”
– Gary Marks
“Here is my definition of the stock market (and, in fact, all capital markets): ‘People trying to outfox people trying to outfox them’. If you think you can be the Chief Fox, that is well and good. But don’t think you can outfox some of the most cunning manipulators in the world with ease or on a part-time basis.”
– Gary Marks
“Many of the world’s great investors will tell you the best way to make money is not to lose it. I would add that the best way to make money on a consistent basis is not to make inconsistent money. Aggressive investing of any kind creates inconsistent money. Win big, lose big. In a way it’s like a vacuum. That vacuum, which needs to be filled, sucks in not only your dollar bills in search of the big investment idea but also your emotions, your time and your mental focus day to day.”
– Gary Marks


			

			Strategy #2

			Know the difference between market stats and market hype – statistics which are neatly packaged to market you

			Wall Street exists to package up market hype and present it to you as market information. Refuse to go along with the charade. When it comes time to invest, insist on doing your own thinking. Investing is always a zero-sum game. Unless you’re prepared to do it 24/7 so you can spot the hype through your own due diligence, the only way to win is to refuse to play. This means that you decline to gamble and instead create a portfolio which hedges risk first and foremost.

			An entire industry exists which is in the business of providing investors with advice. This consists of financial newsletters, market timing strategy promoters, investment advisers, financial TV shows, hedge fund managers and many more. They push an amazing array of systems which are based on market momentum, technical buy-and-sell signals, logic driven systems, analysis of price-earnings or valuation-based financial models to name just a few variations. You would logically think that somewhere in this vast information industry there must be someone who knows what they are doing, but in this case you would be wrong. The truth of the matter is nobody really knows why markets move. Nor can anyone predict the future movements of markets with any degree of accuracy whatsoever.

			The next time someone offers to share with you some insider tips on how to beat the market through their newsletter or seminar, pause and ask yourself a few questions:

			
					“If this system is based on back-tests, am I genuinely willing to commit good money to testing whether it will also work going forward from this point in time?”

					“If this system genuinely works, why is the developer trying to make money by selling it to me when he or she could be making billions for themselves by applying the system?”

					“If the system being proposed actually works, then the less people that know about it the better it will be. Therefore, why dilute the effectiveness of the system by sharing it with me?”

					“If the system developer is sharing it with me because of the kindness of his or her heart or a desire not to see me get ripped off, why are they also asking for my money to share it with me?”

					“If someone says they ‘love’ an investment strategy, a specific stock, some mutual fund or even some asset class like gold or real estate, is that love based on the fact it is making them money at the present time or something else? Does that mean when the market moves downwards (as they always do), then the investor will ‘hate’ that investment?”

					“Does any forecaster get things right consistently enough that I am willing to bet my family’s future financial wellbeing on their opinion?”

					“If I knew how to time the market with a high degree of accuracy, would the best use of my time be using that system to make millions of dollars each day or go on the seminar circuit and teach people how to use my system?”

			

			The two great myths of traditional investing are:

			
					Buy-and hold – which admittedly works very well in a bull market. The problem is nobody suggests this when the market enters a decline like what happened from 1973 to 1974 when the market lost 47 percent of its value. Or even from the middle of 2000 through to 2002 when the bear market was in full swing. Why would anyone purposely stay invested in a sector of the economy which is losing money year after year when you can make more money safely by investing elsewhere? Even Warren Buffett, widely considered to be the epitome of the buy-and-hold approach, is perfectly happy to sell his investments when it is clear the company’s fundamentals are deteriorating.Even if you manage to invest in a growth industry, it’s possible to back the wrong horse. For example, it was clear in the 1980s personal computers were going to be big. If you’d bought Dell Computer, then buy-and-hold would have worked out fine. If you’d bought Commodore Computer instead, then buy-and-hold would have meant you lost every penny of your investment. When it comes right down to making good decisions, very few professional investors will go with buy-and-hold.


					Never sell because then you have to pay tax – which is fine except all too frequently, you will end up incurring losses which far exceed what you’re trying to save in taxes in the first place. Tax efficiency certainly should be something you consider but it should never be the sole reason you hold on to something you believe should be sold. What you’re actually doing is increasing both upside leverage and downside risk when you stay invested to delay paying taxes. If the market goes up, you do even better, but equally if the market moves down, your investments fall at an accelerated rate as well.Admittedly if you delay selling an investment until the sellers are in full swing, then you won’t have a tax problem at all because your potential gains will be replaced by losses. The need to pay taxes is a given so you’re probably going to better off paying tax on short-term gains made each year. That will leave you free to sell at any time that makes sense and you can still offset any investment losses off your future tax liability without any time limits.


			

			Once you get these two myths out of the way, you come to the single most important question you should be thinking about every day:

			My Current Portfolio

			If I didn’t already own my stocks and investments, would I buy them again at today’s prices? And would I own as much of each investment as I currently do or would I change the amount I own?

			You should be neither overly enthused nor frightened by what you own. Instead, everything should be emotionally balanced and sufficiently diversified. If your portfolio doesn’t meet this daily gut check, then get into action. Sell and get it better balanced, even if that means you have to pay some tax now. It’s well worth it in order to get a good balance.

			Keep these ideas in mind at all times:

			
					The next time someone tells you that if you had invested in a company like General Electric 40 years ago you’d be a multimillionaire today, remind yourself the United States has gone from a depression to becoming the world’s only superpower during that period. That kind of exponential growth is not likely to repeat itself again ever. As every prospectus rightly states: “Past performance is no guarantee of future results”. The only thing you can guarantee is in the years ahead, there will be great bull markets and equally strong bear markets.

					If someone tells you it’s essential to have a hedge fund in your portfolio, keep in mind about 10-percent of hedge funds go bust every year. They are not a guaranteed way to make money. No such thing exists. Carry out your own due diligence before investing.

					Over a long time frame, conservative investing strategies always beat aggressive investing strategies. Don’t get caught up in the “darlings of the day” and assume fundamentals don’t count. The markets have always come back to fundamentals for pricing because that’s what really counts. You should evaluate your investments on the basis of their underlying business models rather than whether or not they are the flavors of the moment.

					If someone invites you to invest in the initial public offering of some hot new start-up, pause and ask yourself: “Do I want to be the CEO of a venture capital firm, and make this as my first investment?” If you do, then get a license and start finding more clients to advise. If you don’t, then don’t assume even for a minute you have what it takes to tell the difference between a winner and a loser. Even the most successful venture capital firms on earth have their fair share of losing investments. They just hope their winners will more than make up for their losers. If they can’t tell the difference in advance even with all their staff and experience, what realistic chance do you have? Don’t play part-time venture capitalist even on the fringes of your portfolio. It’s a no-win situation.

					When it comes to real estate, own the house you live in. Consider buying a second or third property as an investment only if you won’t stress out over bad tenants, lost rent, having the hassle of evictions and repairs, or having a second or third mortgage ticking away in the background while you search for new tenants. Consider whether this is the way you want to spend your time in exchange for owning an asset which will increase in value some years but pretty much stay equal in value most of the time.

					Never trust research reports, experts, newsletters or anyone who says they know what the stock market will do in the future. They have either deluded themselves or they are trying to sell you something. Trust your own instincts only.

					Be skeptical about how companies do their accounting. If there’s any legal or not-so-legal way to fudge their numbers, companies will use them. Assume everything you read is overstated.

					Always diversify.

					Always hedge your investments.

					Never take a disproportionate risk on any one investment working out, even at the fringes of your portfolio. This is just asking for trouble. As soon as you place yourself in that position, the markets will move against you. That much you can guarantee.

					Assume that everything you assume is going to be wrong with irritating regularity.

					Never listen to any piece of investment advice which sounds too good to be true, even if it comes from a good friend.

					Any time the financial media talks about a hot tip, run in the opposite direction. They never, ever get things right.

					The next time your broker gives you a stock pick, keep in mind they’re simply trying to sell you what their bosses tell them to sell. If they genuinely knew which way a particular stock was going to move in the future, they would be too busy investing on their own recommendations to have time to talk to you. They would also be richer than anyone you’ve ever met. But they’re not. That should tell you their advice is not worth listening to.

					Whenever people are making money, they are quite prepared to be aggressive investors. If you’ve been losing money, then you’d much rather be a conservative investor in the future. So there’s no point anyone asking you whether you’re an aggressive or a conservative investor unless they know beforehand what will happen in the markets.“The key to great investing is to always protect your principal first and attempt to make a profit second.”
– Gary Marks
“Most of the financial media is a wonderful comedy show for those with a sick sense of humor.”
– Gary Marks
“We have two classes of forecasters: Those who don’t know . . . and those who don’t know they don’t know.”
– John Kenneth Gailbraith
“The market can stay irrational longer than you can remain solvent.”
– John Maynard Keynes
“Don’t play this investing game on your own unless you intend to


			

			
			
			
			
			
					Pay off all your debts – especially credit card debt. You should never try investing money you don’t have.

					Keep a cash cushion separate from your investments – enough to cover at least three months of expenses plus a cushion for emergencies.

					Buy the house you live in – because this is an important psychological back-stop for you.

			

			
			
					Always think in percentages rather than dollar bills. It’s easier to say you just lost 1% of the value of your $2 million portfolio than it is to admit you just threw away $20,000. Investing is always about percentages.

					Forget about using a brokerage firm, money manager or financial planner. Your investment strategy is so simple there’s no use paying them to tell you what you already know. Also, there’s no use having a 10-year plan prepared because things will change so much in that time.

					Use dollar cost averaging to good effect. Dollar cost averaging is investing a set percentage of your assets in a consistent way over a long period of time. In practice, this means twice a year (say January 1 and July 1), your added money is used to get your entire portfolio back to the percentages you originally chose. That means if any sectors have fallen, you’ll be buying at better prices than you originally achieved. And similarly if any sectors are well up, you’ve made money on your money already invested.

			

			
			
			
			
					Market noncorrelation – meaning you have effective hedges in place so you do fine whether the market moves up or down.

					Massive diversification – so you do alright even when some sectors of the economy are under-performing.

					Intense due diligence on all your investments – because you have a lot to lose if you get locked into something bad.

			

			
			
			
			
			
					Hedged, noncorrelated investments – which would include investments like:	Asset-based lending or asset-backed securities.

	Collateralized debt obligations or mortgage obligations.

	Various kinds of structured financing and option trades.

	Real estate loans and special situation financing.

	Global macro trading.

	Private investments in public equity funds of funds.

	Long/short equity trading.




					Hedge fund investing – in professionally managed hedge funds run by world-class managers who are extremely conservative in their approach.

					Funds of hedge funds – which as their name suggests spread their investments over a portfolio of 50 to 100 hedge funds, each of which is individually managed.

			

			
			
			
			
			
			
			
			
			
			
			
			
			
					Will be a joint effort if you are married.

					Needs to allow for taxes.

					Must provide some money for fun stuff as a family.

					Allows everyone to lead the good life with minimal stress.

					Helps you lead a balanced life.

			

			
			
			
			
			Beyond the End Game

			
			
			
			
			
					Downsize your dreams and aspirations – don’t feel like you have to work intolerably long hours so you can buy every piece of candy in the store. Be happy with whatever you can afford and live below your means.

					By all means be ambitious – but remember free time is the most precious and cherished thing on the planet. Get better and better at the job you have but work in quality time for other aspects of your personal life as well.

					Don’t forget all the big ticket items come with their own set of headaches – so don’t worry about buying your own yacht or airplane until you’ve thought things through properly. Are they really worth all the hassles?

					Plan carefully – have an investing plan, a retirement plan and an emergency plan. Discuss in advance with your spouse what you would do to live beneath your means if the need should ever arise. This will give you peace of mind and confidence.

					Find work that you love doing – so you will enthusiastically plan on being busy well into your 80s and 90s. If you love what you do, you wouldn’t dream of retiring and sitting around doing nothing. Make work a pleasure.

					Use your wealth to build the personal relationships you value most highly – and don’t get so addicted to working that you end up worrying about making, saving and investing your money. There are far better things to do with your time than to keep buying expensive assets you never actually get around to using yourself.
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