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To Ken and Louise Cramer, my folks, who taught me to save.






PREFACE

Congratulations. You have just bought the most radical book about investing ever written. Perhaps you have watched me and read me for years. You always knew I was crazy, but in this book, I challenge everything you have ever heard when it comes to making money in the stock market.

I wrote this book because I am tired of your being insulted by Wall Street. We’ve got a whole industry that thinks you can’t handle your own money. I know this because I came from it. And I want to reveal that hard truth now, to help you get wealthy. I am taking the financial orthodoxy that so many trust and believe in and smashing it to smithereens. Good riddance. Those pros have no idea how good you are. Some of that ignorance comes from self-interest; they don’t want you to be smarter about your money than you are right now, to maintain their own importance. If this book empowers you, who knows how far you can go without them?

Unlike so many in this business, I have spoken to thousands of people investing on their own and helped them find great success, so I know that you can do this. You need to separate yourself from those professionals who want your account’s hefty fees but don’t care all that much about your money once they get it. Most of them are well meaning. But if they knew you were reading this, believe me, they’d be trembling.

How to Make Money in Any Market is about democratizing the process of investing, about you taking hold of your money and growing it yourself. Why? Because you are smart enough to do it, and you care more about your money than anyone else does. It’s time to grab the wheel and take control.

In this book, you will learn to use your powers of observation and marry them to the knowledge that’s now so readily available at a simple prompt. I know that Wall Street wants to consign you to owning a random bushel of companies, most of which you would never buy individually. I accept the concept of the index fund and the diversification it provides. But with my plan, you pair that fund with five hero stocks of your own choice. While an index fund can make you money, individual stocks can make you rich. The best stock ideas of this millennium were and are observable to anyone who bothered to look. When it comes to finding winning stocks, I am confident the future will be no different from the past.

Sure, you might say, that’s terrific, but I don’t know how stocks work, and I am not going to start learning now.

Nonsense.

With this book, I will first teach you why it is worth investing. I will explain how the stock market should be embraced, not feared. For the 40 years I have worked on Wall Street every decline has been worth buying. But until now, nobody has shown you how and why to do so. Then I will commit outright heresy and challenge you to build your own portfolio to go along with your index funds or your 401(k). Okay, so now he wants me to pick stocks. But how do I manage them, how do I know what to do if something goes wrong? What do I know about keeping up with stocks? I can’t even put together a watch list, let alone know how to understand a conference call or make sense of a balance sheet! Oh, stop! When you are through reading this book, you will realize it was never that hard to begin with.

Let me ask you: Do you ever garden? Consider the stock market to be the soil in which you plant your seeds. Do you fear rain? No, you welcome it. That’s what sell-offs are all about; they nurture your picks. This book will help keep your portfolio from wilting. It will teach you to have faith in the market no matter what.

And if you are still uncomfortable after learning the principles, I am so determined to get you to invest that this book also presents some stock ideas for the young and old to buy. I want to get everybody off the sidelines and into the game. These stocks are meant for all seasons, even the meanest ones.

At this point, you are probably wondering why I have so much faith in you. After all, you may think you know nothing about stocks except that you lose money when you buy them. You are probably baffled as to why I just don’t give up on you. Simple: I could have given up on myself when I was living in my car. Why not? I had nothing. (And I’ll tell you about it in chapter 1.) But I chose to go the other way, putting away ten dollars here and twenty dollars there—and I never stopped investing until my portfolio was worth more than I could have ever dreamed. You can do the same, and it’s not too late, regardless of your age.

Here’s what’s going to happen: For the first time you are going to understand what a stock is and how it relates to the company it’s attached to. You are going to learn to love the stock market, warts, pimples, and all. Corrections? By the time we finish, you will eat corrections for lunch.

And because of the wonder of artificial intelligence and the multiple services that are available, you can now learn quickly about any company that intrigues you. I not only started with nothing, but back then you couldn’t learn a thing about a company or a stock if you tried. These days, everything you need to know to make individual stock judgments is right at your fingertips. And when you pull the trigger, you will buy and hold and do homework to be sure nothing’s gone wrong. Don’t worry: I will teach you how to do that homework. It won’t be child’s play, but it’s not calculus either. It simply isn’t as difficult as the professionals want to make it seem so they can capture your assets more easily. You need to do this, and I know you can.

I have no illusions. I am not selling you a Dyson vacuum cleaner. If your stock breaks, you won’t get your money back. There are no guarantees. But we can certainly try to fix what’s broken, and if we can’t, we move on.

Excited? Scared? Don’t be. Join this radical veteran who wants nothing more than to see you do it yourself and make a fortune. Get ready to be your own manager. It’s time. No more excuses. Let’s get this done!






INTRODUCTION

I have always had a fundamental and unshakable confidence in the stock market to produce much more money than I put into it. No imposter syndrome here, none of that “I will never be richer than my parents, so why bother?” kind of thinking that paralyzes many of us. Why? It goes back to my childhood, growing up in Philadelphia. My dad, Pop, used to take me to work every Saturday. He was a salesman grinding it out six days a week—providing boxes, bags, and gift wrap to retailers from Princeton, New Jersey, to Wilmington, Delaware, and every town in between. He was a middleman between giant mills and small retail customers whose orders weren’t big enough to go directly to the factory.

I loved going in on Saturday with Pop. He didn’t talk much on the commute into downtown Philly. He just listened to call-in radio shows, usually about investing, and then the Metropolitan Opera, brought to you by Texaco. Once we got to “the Place,” as he always called his warehouse in Old City, Pop plunged into taking inventory and answering phone calls. I was oblivious to anything about the business, especially how terribly it was doing. His clients—mostly small retailers—wrestled with the seemingly endless recessions and downturns in the struggling City of Brotherly Love.

I loved being with Pop, being called Jamesy, and having him hold my hand—and especially loved when we went to lunch at the automat, Horn & Hardart, the precursor to today’s fast-food chains. I can still remember the unadulterated joy of throwing pieces of my buttered roll on the sidewalk at the pigeons that gathered instantly, as if by magic. Pop’s company, National Gift Wrap & Box Company, renamed later as International Packaging Products because it sounded so much bigger, never had a very profitable year. But Pop did his best, three days a week on the road, cold calling, and three days a week in the warehouse, where gift boxes, Sasheen ribbon, and paper rolls were piled high to the roof.

My favorite part about tagging along with Pop was when one of his customers called with an emergency, or at least what counted as an emergency in the paper business. His customers needed bags with their store’s name and address, for their own customers. When they ran out, they called Pop. And when Pop ran out—well, that’s when it got fun. He’d run to his station wagon, me tagging along, and we’d drive a few blocks to a huge warehouse that made Pop’s look tiny, filled sky-high with magical objects like fancy paper plates, red-striped straws, reams of kraft paper twice my height. A giant, curly-haired bear of a man named Hank ran this warehouse, and even though I worshipped Pop, I could tell that Mr. Hank was the real deal. He was always kind to me and always had time for Pop. I believed Pop was the bravest person in the world—and Pop would tell me Mr. Hank was even braver, because while Pop had been a decorated army sergeant, Mr. Hank was a retired Marine Corps colonel. “The tough stuff is always done first by the Marines,” Pop would say.

I would ask Pop whether Mr. Hank had a good business—he always seemed so busy, shouting orders and telling people to bring down paper plates from the third floor or plastic forks from the fourth. And Pop replied by quietly filling me in on something wonderful that I have never forgotten even now, more than six decades later.

“Mr. Hank doesn’t just have a fantastic business,” Pop said. “Mr. Hank has enough money to put some away and get rich.” How did he get rich? How else? The stock market. Pop had already taught me about the stock market. He taught me how to read the business pages of The Evening Bulletin, which nearly everybody in Philadelphia read at the time, or so their slogan said. (They went out of business years ago, but not before they could reject me from a job when I got out of college. I still have their rejection letter, along with all my others.) Pop taught me to look up the abbreviated names of companies and, like the agate lines of the baseball box scores—my real interest as a kid—you could see how those companies were graded that day. Pluses, minuses, down arrows, lots of small numbers.

Mr. Hank, Pop told me, always bought shares of the same stock, Merck Sharp & Dohme, a pharmaceutical company based close to Philadelphia. So I started following this stock, mysterious to me at first. It didn’t seem to do much. Not one of those highfliers that would go up 4 points or down 5. Some of those stocks were so exciting in their daily travels up and down. Mr. Hank’s line, known simply as Merck on the page, just seemed to go up a little bit more than it went down, week after week, month after month. Disappointing in its predictability, I thought.

One Saturday, Pop asked me to summon up the courage to ask Mr. Hank to show me the black leather ledger in his desk—his stock book. Pop said if I asked, he would buy me a ledger, too, so I could pretend to buy stocks and see how I did. Mr. Hank didn’t hesitate when I asked, opening his dusty black ledger with page after page of small blue lines: the number of shares he bought, what he had paid for each, and how many shares he had now.

I was pretty good at arithmetic, but you had to be a numbskull not to see that Mr. Hank had a gigantic number of Merck shares bought at all sorts of different prices, mostly going up and up each and every month, page after page. Mr. Hank, in short, was clearly a millionaire at a time when our country didn’t have a lot of millionaires. The next day, I took the number of shares I remembered seeing in the book and multiplied them by Merck’s stock price in the newspaper. Mr. Hank’s holdings of Merck stock were worth $3.6 million. No joke. And, I realized once I knew a bit more, that wasn’t even including reinvested dividends. (And I’m sure Mr. Hank reinvested his dividends; more on that later.)

Mr. Hank wasn’t a drug company scientist or someone whom anyone at Merck had ever heard of, as far as I knew. He got rich on Merck because he saved his money, he picked a good stock, and he kept on buying. Pop dreamed of doing the very same thing, only he didn’t have enough money to do it, and he seemed to always do it wrong when he tried. I remember at one point, Pop heard from his brother that a guy he played tennis with, a real big shot who supposedly knew things, told him to buy shares in a company called National Video; they made color television vacuum tubes right at a time when the world was switching from black-and-white. Pop listened, and as I followed the stock, it went up, up, up, at a pace Merck never seemed to. It was so exciting, as it jumped from the $40s and $50s all the way to $140 by 1968. We cheered every time it hit a new high.

Until one day the stock fell off a cliff and never bounced back. Pop kept putting his money in regularly, believing it would have to rebound, but vacuum tubes like the ones National Video made were supplanted by transistors, a new technology National Video—and Pop—never saw coming. They went bankrupt in no time, taking Pop’s savings with them. Maybe that should have scared me away from the market forever, and maybe it should have scared Pop, too. But it didn’t. It only crystallized the lesson that you needed to buy the “right” stocks, the so-called blue chips that would go up over time like Merck. If Mr. Hank—a Marine colonel who sold paper bags—could do it, why couldn’t I?

And why can’t you?

Not long ago, on CNBC’s Squawk on the Street set on the floor of the New York Stock Exchange, I mentioned to my longtime (and beloved) co-anchor, David Faber, that people could become millionaires by buying individual stocks. He scoffed as only he can scoff, that twinkle in his eye, a wordless put-down with a silent, Muhammad Ali–like punch. He said we all know it’s very difficult to beat the market. Only pros can do it, and even they have trouble.

I pushed back. If you’re diligent, constant, and consistent; if you know and like a company and have conviction about its prospects; if you study a company and understand it, then you can do it. I did it at Goldman Sachs, helping rich people turn their money into even more money when they bought the stocks I researched for them. These were companies like (the sainted) Merck or Squibb or Warner-Lambert. Kimberly-Clark and Procter & Gamble. H. J. Heinz. Household names that I felt could never be replaced by foreign companies. We never went for that era’s version of National Video; I wanted to keep my job. Slow and steady, with an emphasis on steady.

Here’s what I learned at Goldman, helping one-percenters become one-percent-of-one-percenters: We all make far too much of a fuss about how hard this business is. And far too often we don’t talk about those who quietly put their money away in good stocks and become multimillionaires like Mr. Hank. They don’t show, they don’t brag, they don’t talk. Unless they are nice to a little boy with his dad at their warehouse of wonder.

We should be celebrating the people who buy stocks, who reinvest the dividends and buy more regularly and become millionaires and multimillionaires, regardless of the near-term ups and downs, the perils, the risks. We accentuate the dangers, we dignify the idea that it’s impossible to ever get as rich as our parents—or richer. We let ourselves be scared by those who made it, and so we fear it’s too late for us.

From your vantage point, whether you’re a Baby Boomer, Gen X, Gen Y, or Gen Z, I know it’s frightening out there. Where I see wealth and opportunity, so many of you see despair or even hopelessness. I hear so much fear. So many people think my generation is the last that will have better, more secure lives than their parents had.

When I was young, we all presumed we would have greater prospects and accumulate much more wealth than we grew up with, and a lot of us succeeded. Now, the hope has dimmed for far too many hardworking people who believe the door my generation and I walked through was long ago nailed shut. And Boomers are currently ten times wealthier than Millennials, so some of that angst is understandable.

Whether on my college tour, where I have visited twenty-one schools so far, or in my chats with individuals, young and old, at the companies I visit or those who call into the show, I hear from people who feel stretched. Their money doesn’t go as far these days, and they worry they don’t have enough to invest. Others are trying to save and think they’re investing wisely.

A few of them are, but most are putting money away in the wrong investments, either gambling on worthless companies without realizing it or letting their dollars lie fallow in a savings account because, unlike Mr. Hank, they don’t understand the power of the right investments. Some people think they missed their chance to buy into the stock market. Some don’t have enough confidence in the market to believe it’s worth it. They’ve seen so many crashes and witnessed so much loss that they’d rather keep their money close to them in cash (or spend it!).

In the summer of 2024, The Wall Street Journal wrote, “As Generation X Approaches Retirement, Reality Still Bites,” detailing how the 65 million Americans born between 1965 and 1980 didn’t save enough as companies moved from steady-income pensions to 401(k) plans that rolled the dice, often poorly. On top of that, according to surveys, more than 60% of young people—eighteen- to thirty-four-year-olds—are not saving for retirement every month. That’s a mistake I’m here to fix. After all, an estimated $100 trillion is set to be transferred from Baby Boomers to younger generations over the next twenty years or so. “The Great Wealth Transfer,” it has been called. The fire hose of money is coming at you. But you have to know what to do with it.

I can’t guarantee much, but I can tell you a few things. First, if you’re banking on Social Security to take care of you, that confidence might be misplaced given where our nation’s finances seem to be heading. Second, opening up an account on DraftKings and thinking that betting on the Philadelphia Eagles or the Boston Celtics is a retirement plan—well, it isn’t. Third, and maybe worst of all, trolling the internet for “meme” stocks like GameStop and hunting for short-term victories in the hope of long-term financial stability is an easy road to disaster. Cryptocurrencies of dubious origin are also not your savior. And not saving at all is not the solution.

On the other hand, we can all be like Mr. Hank. This book will show you how.


Presenting: The Make Money in Any Market Plan

Here’s what this book is going to do: I am going to help you get rich. And I’m not talking about spending less and taking that excess cash and parking it into safe, boring certificates of deposit (CDs). I am not talking about taking a pair of scissors and cutting your credit cards in half, or stopping the fascination you may have with buying now and paying later, with interest. I’m not talking about your 401(k) plan. I am talking about making your money work for you in time to have much more money than you ever thought possible… and for you to enjoy doing it.

Together, we are going to build a portfolio that will help you navigate the market like a pro. In part, you’re going to invest in the index funds that the financial industry has become addicted to—highly useful but not sufficient, especially in an era of persistent inflation and a ridiculously high budget deficit, as I will explain. But to take advantage of those trillions of dollars coming your generation’s way, you need to build an individual stock portfolio alongside your passive index. Or at least you should if you want to get wealthy. In this book, I’m going to help you choose five individual stocks, the heroes that are going to make you rich. You will learn how to turn your powers of observation into a portfolio of tremendous value. We will do it together, just like I’ve done it for decades with readers, subscribers, viewers, and club members.

I am not some moneyed charlatan, a televised evangelist of the stock market. My methods are rooted in years of professional money running, the gospel from Goldman Sachs, the best financial firm this country has to offer, where I was schooled in stocks and subsequently taught how they work and how to pick the best ones. I gained firsthand knowledge at my hedge fund, where I managed the money of the ultrarich and handily beat the sacred indices, with an average annual gain of 24%, after all fees, for fourteen years, versus 8% for the Standard & Poor’s 500, the acknowledged benchmark. And for the CNBC Investing Club, I maintain a multimillion-dollar charitable trust in an openhanded fashion—unheard of on Wall Street—where I have given away millions in profits and dividends as a side benefit to demonstrate how someone can put their money to work using their own innate skills.

Every month you are going to try to put at least $50 or $100 into the stock market. We are going to buy and hold for as long as our homework says we are in fine shape. Let’s even call it “buy and homework,” not buy and hold. And we will do the homework because it’s not arduous anymore (thanks, ChatGPT), and we can do it more easily than I did it as a boy, trying to make sense of the small type on the newspaper page.

We’re not going to trade unless we have to. Unless you are a professional with a staff of researchers and clients (who don’t care if the gains are taxable), the truth is that you can’t trade your way into beating the averages. Tactical trading requires a hands-on operation. You can’t do it and also have a day job. You may not be able to do it successfully even if you quit that day job. Day trading is hard and not very lucrative unless you can play at an all-pro level. Just like in sports, there aren’t many who can get there. But you don’t need to be Michael Jordan, Serena Williams, or Tom Brady to do it my way and make big money when you invest.

Consider yourself my client for just the cost of this book. I don’t want more of your money. I don’t want to give you tips about the amazing color TV vacuum tube company that’s going to drive you to bankruptcy. And I certainly don’t want to hurt you.

Instead, I want to teach you everything about stocks you’ve never learned and didn’t even know how to ask. That’s Part One of this book: Trust the Market. How do stocks work? What do they have to do with the companies that they represent? Why do they go up? Why do they go down? How come some do poorly while others do well? It’s all here. I’ll demonstrate why your fear of the inevitable sell-off is irrational, just as the fears brought on by every major sell-off of the past forty years have had almost nothing to do with the long-term fortunes of the companies that you might choose to invest in.

From there, we move to Part Two: Build Your Portfolio. How do you research and figure out which stocks to trust? How can you find resources—freely available to everyone—and use them to your advantage? You’ll learn how to read a balance sheet, and don’t worry: I’ll break it down to where you will wonder why you were ever intimidated by one. And I’ll parse the all-important investor conference call so you can grade your company’s performance. Without realizing it, you might already know the right stocks to invest in, just from your day-to-day observations. You’ll see it once you understand what you’re looking for. I’ll explain what it means to have a growth mindset and how to adjust your thinking depending on how many years you have until retirement. By the time we’re done, you’ll be able to separate the stocks worth your money from the ones that will destroy it. I can’t promise that you will end up like me, someone who sees everything through a stock market lens, but then again, trust me, you don’t want to go there.

Finally, Part Three: What Makes a Hero Stock? Armed with your new knowledge of the market and the research skills you’ve learned, I’ll take you through my own thinking—my successes and failures through the years and how I’m looking at the world today—to show you how the methods in this book can lead you to wealth. I’ll identify stocks that are my heroes right now. More important, though, I’ll explain the principles that helped me identify them so that you can take those same principles and identify your own picks, now or a decade from now, when the company names will be different, but the ideas behind their success will be exactly the same.

Let this book be your single source of truth about all things money. When you finish, you will not fear the market. You won’t tremble at the process of investing or the stories designed to scare you out of stocks. You’ll know that if you do it right, you can make money in any and all markets.









PART ONE TRUST THE MARKET








CHAPTER 1 Why Invest at All? Stocks Win, Even When the Market Drops


Most people in this country have scorn for or stress about stocks. It makes sense. Stocks are difficult to understand even in the best of times, and in the myriad bear markets (when prices have fallen by 20% or more) that have punctuated what amounts to a forty-year bull market (when prices are constantly rising to new highs), they can be a nightmare.

You might view the stock market as a roller coaster that either throws you off or finishes at the same place where it started. But look at the long-term trends and you’ll understand the truth. The S&P 500—an index that tracks the performance of five hundred of the largest publicly traded companies in the US, the benchmark I talked about beating—has delivered incredible performance over the course of time, roughly 10% in average annual return over the past forty years. That is far ahead of inflation and way more than a savings account is ever going to achieve.

When I started taking investing seriously when I was in law school in 1982, the Dow Jones Industrial Average—a more concentrated index of thirty US blue-chip stocks—stood at below 1,000. Now, as I write this, it is north of 40,000. This climb, unheralded by almost any writer, commentator, businessperson, or academic, is astounding. The ascent has been open to anyone—yet nobody seems to care. Nobody champions the wealth created by scaling these heights. People seem oblivious of the opportunities the stock market gives them to become a millionaire even as it’s the best option to accumulate wealth that humans have ever created.

Why aren’t more people ascending this mountain range of riches? I think it’s because we fear falling even as historical odds say that the possibility of an accident causing lasting damage to your savings (as long as you stay the course) is almost nonexistent. Yet we regard each stumble as catastrophic. We have been taught that only a handful make it to the summit and no one else. What nonsense.

The stock market has no friends. Politicians denigrate it as a haven only for the wealthy. Former President Joe Biden spent his life trying to distance himself from the stock market. He once bragged to me, when he was a senator, while we were on an Amtrak train together going to Washington, that he was the poorest person in the Senate and didn’t really care much about the market at all. He seemed almost proud of that. I’m not picking on President Biden. President Trump was addicted to real estate, not stocks. I attempted to advise him for years about stocks, long before he went into politics. He came on my show several times and claimed to have bought many of my recommendations. But I think he said that to get me to stop bugging him about them. You can’t get votes supporting stocks. There just aren’t enough voters who own them.

A huge cohort of billionaires comes on CNBC and elsewhere shouting about how stocks are done—stick a fork in ’em—and the future is much dimmer than the past. It’s amazing how billionaires forget that they weren’t always billionaires and imagine there can never be any more billionaires after them. On my show I call these modern-day American oligarchs members of the “billionairista” class. Having already escaped the barn to great riches, they want to slam the door shut with you still flailing inside.

There has never been a time during this incredible forty-plus-year stock market run when I have heard or read anyone say, “This is a good time to invest.” I can’t recall anyone saying even during the myriad sell-offs, “This is your opportunity if you missed the last five hundred or thousand or ten thousand points.” Heaven forbid if anyone ever told you this was your opportunity to buy shares in an up-and-coming company at a discount—through no fault of the company itself. It’s just the mechanism of a market going down momentarily and pulling even the best down with it. All I ever hear is a hedged endorsement, something tepid, like “I know things are rough out there, but you might want to dip your toe in.” Thanks for nothing.

And yet every sell-off has, in fact, been an opportunity to buy superior companies on sale. Especially the monster sell-off during the Great Recession of 2007–09, despite it being an especially scary time. The market has always ended up being better—even as most claim that it can never be as good as it once was.

No one tells the truth. If you listen to everyone else, it’s never been a terrific time to get into the market. It’s forever and always a dangerous and forbidding moment.

I understand the fear. Thousands of stocks were eviscerated in the early 2000s—and then, after a brief comeback, annihilated by the Great Recession, and again in 2020–22 during the COVID pandemic. That ignores the brief punctuations that speckle the in-between times, like the “flash crash” on May 6, 2010, when on one day, the market dropped by nearly 10% for no reason whatsoever. A trillion dollars vanished into the ether for half an hour because of a computer glitch that we still don’t understand.

Looking further back, we find the Great Crash of ’87, when stock prices experienced their worst one-day percentage decline in history, 508 points, or 22.6%, on Black Monday, October 19. It’s still shocking to think about it, but the crash had nothing to do with the economy and everything to do with the inability of the New York Stock Exchange to handle a sudden onslaught of sell orders from the S&P 500 futures pit at the Chicago Mercantile Exchange. After it happened, we kept waiting for the recession—if not depression—that would follow such a hideous collapse. But none occurred. The Great Crash was a harbinger of nothing. The individual companies were all well, but for some reason the system ceased to function—and when it came back to life, trillions of dollars had vanished. Who can trust something that can make your money disappear faster than David Blaine for no reason whatsoever? It’s not just the perception that stocks can’t be trusted; to the uninformed, it’s the reality.

Except it’s not.

Sure, we have had plenty of declines, and some of them have been hideous. But look where we’ve ended up and how much wealth has been created by the same momentarily derailed mechanism. Stocks have proven to be the best investments for more than half a century—and I see that continuing far in the future, even if the road is rocky. A dollar invested in the S&P 500 at the beginning of 1980 would be worth well over $150 today. Or, to make that feel a little more real, $10,000 invested at the beginning of 1980 would be worth north of $1.5 million today. And I didn’t cherry-pick that starting point. Pick any year you like—you’re not getting anywhere near those same returns under your mattress.

The real gold, so to speak, lies in the power of the stocks of individual, high-performing companies, ones that most of us know.

We’ll get into this in detail in chapter 3, but just as an example, between February 2013, when I created the famous FANG group of stocks on Mad Money, and the end of 2024, if you invested $1,000 in the S&P, it would have grown to nearly $5,000, assuming you reinvested dividends back into the index. But if you invested it in Google? $10,000. Amazon? $16,000. Facebook? $21,000. Netflix? $36,000. And these were household names by then, ones that you were probably using, although Google is now Alphabet, and Facebook is now Meta. I’ll talk later about identifying the next great start-ups, but right now I’m talking about fabulous companies whose stocks were there for the taking. You just needed to relate the stock to the company to nail down those gains.

I get it, though. Who has the stomach for it? Not every company succeeds like that. And the past is no guarantee of the future. But what’s the alternative? Cash doesn’t grow. Bonds make your money run in place. Over and over, my work shows that the only real place to get rich is in individual stocks, augmented by the relative safety of index funds. And the best way to get comfortable with the ups and downs of the market is to understand them.


Kicking Your Fear to the Curb

It’s hard, I know. The greatest puzzle for me is why so many people deeply mistrust the stock market—or think it’s rigged against them—given the obvious and visible success of those who invest long-term no matter how little money they start with.

So let’s deal with the root cause—or, as some would say, the logical excuse—that leads people not to invest in the market. Let’s deal with the fear that you could lose it all.

Here’s what people imagine happens in a stock market crash. They imagine that one day they have $100 in their account, the market drops by 50%, they now have $50, they take it out of the market, and they have lost the other $50 forever. But that happens only if you book the losses, pull that money out into a checking account, and never return it to stocks. The long-term investor knows that in a week, a few months, a year, maybe a couple of years at the very worst, the market will be right back to where it was. History says that’s what happens. Once the market returns to where it fell from, it continues to advance, on its way even higher, far higher, unimaginably higher. The “loss” was a paper loss that, unrealized, means nothing unless you leave the market.

So, sure, crashes happen. So do bear markets (those nasty declines of at least 20%). I’ve seen quite a few of them since I started investing. The beginning of my serious interest in stocks, at the start of my second year in law school, was actually a lucky time on Wall Street. The first upward swing in the stock market after years of doing almost nothing began in August 1982, which happened to coincide almost exactly with when I started managing money in between classes for Marty Peretz, a wealthy, well-known teacher from Harvard College. The market spent the next few years rallying viciously at times, from 776 on the Dow to more than 2,700 in just five years, almost quadrupling in that time. Two months later, after that remarkable run, we hit Black Monday in October ’87 and the shocking one-day plummet, revealing the fragility of what seemed like rock-solid gains.

That frightening financial cataclysm drove out a huge percentage of investors who had started to see the stock market as a safe place for their savings. But here’s how we can put Wall Street’s single worst day ever in perspective. Let’s say you bought a basket of the most popular companies of that era, the most actively traded stocks on the New York Stock Exchange that very Friday before Black Monday, the peak of the market just before the fall. Do you know how long it would have taken for you to rebuild your savings?

Less than a year.

That’s right, you were back to even and then some. All you had to do was sit still and ignore the crash. What seemed almost impossible, a return to the heights scaled before the crash, turns out to be par for this course and all the other courses since.

We can attack the fear by looking at how, crash after crash, bear market after bear market, and correction after correction (a shedding of between 10% and 20%), recovery was never too far away. Consider the trajectory after the Great Crash of ’87. The Dow Jones average powered 66% higher, running right into the bear market of 1990, a 20% decline caused by Saddam Hussein’s attack on Kuwait and the subsequent Gulf War. It was a stunning collapse, scaring away many of those brave souls who stayed put after that Black Monday. Again, though, like the Great Crash, the Gulf War’s jarring loss turned out to be a fantastic time not to liquidate and retreat to the sidelines, but to buy more of the best-performing stocks from before Saddam’s invasion. And when you came out of the 1990 dip down 20%, you then had your next memorable run, this time a gain of roughly 400% all the way into the millennium. Yes, there was a sharp decline of more than 50% from 2000 to 2002 because of the bursting of overvalued tech stocks—but then the market reclaimed all that ground, more than doubling with a 105% run-up right into what became known as the Great Recession of 2007–09. Which, in retrospect, as perilous as it was, now just looks like a recharge on the way to even higher investment ground.

I don’t mean to minimize the Great Recession. It was frightening at the time, and the 57% decline peak to trough that coincided with the nation’s epic financial collapse once again drove out a lot of investors. This one scared me, too. In the fall of 2007, with the Dow at about 14,000, I was petrified that the market would crash because there were so many defaulting mortgages and so much rot underneath the banking system. The situation, unknown to the regulators at the time, had become quite precarious. The Federal Reserve (the “Fed”), which is supposed to keep us out of financial peril, didn’t see it coming. They’re often too far removed from the scrum, from the day-to-day concerns of businesspeople and consumers—and this was the Fed at its worst, blind to what was about to occur. But I saw the economic edifice about to crumble. I became the Boy Who Cried Wolf about the coming crash in every venue I had available to me. I was scaring everyone, including in an outburst on CNBC, now known as the “They Know Nothing” rant, on August 3, 2007, when I called out the Fed for being clueless fools who would preside over the destruction of the economy if they didn’t course correct. My warning wasn’t ignored. It was actually laughed at, as a transcript of the Fed meeting in the wake of my rant later showed.

The culmination of my wariness? An appearance on the Today show on October 6, 2008, where I said, rather infamously, “Whatever money you may need for the next five years, please take it out of the stock market right now.” I was blamed for the market tanking by about 1,000 points in the wake of that admonition, and my bosses at NBC News asked me to temper those harsh words. I came back on the air the next day to do so, but when asked if I hadn’t yelled fire in a crowded theater, I said indeed, I had—but if the theater was burning, shouldn’t I try to at least get some people out?

People ridiculed me at the time, but I was just trying my best to help what was still avoidable. And then the Dow Jones Industrial Average began its sickening descent. By then it was too late for the Fed to take action and save the institutions that looked solid but were crumbling underneath their granite and steel façades. The Fed’s approach—and the banking industry’s irresponsible lending practices—threw us into the Great Recession. Hundreds of public companies filed for bankruptcy, including such storied names as the insurer AIG, General Motors, and Washington Mutual. Other venerable banks like Bear Stearns and Wachovia disappeared as they were acquired by JPMorgan Chase and Wells Fargo, respectively, while the federal government placed the mortgage giants Freddie Mac and Fannie Mae under conservatorship. The economic collapse left nothing untouched. It rocked the averages, with the Dow falling 54.4% peak to trough. The Fed woke up in March 2009 and backstopped the remaining banks, saving the system from certain destruction.

I am not going to tell you that I found a lot of stocks that did well during the Great Recession. The combination of an incredible liquidation of stocks in the S&P 500 and a huge flight to the bond market by people too fearful of owning stocks took nearly every stock price way down.

I can’t blame anyone for abandoning ship. But it would have been a very wrong decision, because here’s the thing: Even then, in the most horrible market of our lifetime, stocks were destined to fight their way back. By the time I was allowed back on Today, eight months later, the market had fallen by 40%. At that point I was telling people to buy back in—and the averages began climbing up once again. If you just stayed the course, after the worst economic cataclysm since the Great Depression, you were back to even in less than four years, with many household-name growth stocks back so much sooner. Better yet, if you did keep putting money into the market, and into some durable individual stocks I recommended, you ended up taking advantage of a legendary buying opportunity as the system healed itself. A few years after the worst losses we’d ever seen, everyone was once again winning.

Same story during COVID, because it’s always the same story. In every case, it has been hard to tell when the dips have bottomed out, but the hint has been the national media attention telling you the stock market will never recover, scaring people out of stocks at the very moment that the best possible decision is to stay in. In the long run, over and over, the best possible decision is always to stay in and, if you can, buy more.

If you are willing to be patient and invest throughout—as if the declines are just intervals of rain—then you will recover. The reality is that stock declines typically have almost nothing to do with real economic peril. In fact, except for the Great Recession, the steep drops have been about extraneous events, spasms related to some subset of the economy—a war in the Gulf, internet fiascos, or pandemic reactions that never produced the lasting economic horror that we imagined—with swift rebounds close at hand.

This is why I suggest kicking your fear to the curb and telling yourself that the drops are simply the greatest time to put more money to work. After all, the odds of being able to exit at the top and then come back in to catch a bottom are so slim that it isn’t worth trying to time your return. Even if you got my sell call in 2008, a well-timed warning, would you have answered my buy call after a 40% decline? Would you get out at the right time—and go back in before the rising market passed you by? I have met a handful who have done so. But most people didn’t. They would have been far better-off heeding the big-picture lesson: Stay the course.

We’ve got to turn our thinking about stocks upside down. I’ve talked about five nasty declines here—1987, 1990, 2000–2002, the Great Recession, and COVID. But really, in retrospect, these were five incredible opportunities. The market has such resilience that it should be prized, not decried. How is it possible that tens of millions choose CDs over something that could start at 700 and soar to 45,000 like the Dow Jones Industrial Average with a few mere pitstops along the way? In the long run, investing in the market has never been wrong. You aren’t gambling when you consider that record. Instead, the gamble is to leave the market and hide. If you don’t own stocks, I believe that the combination of inflation and living a long life could spell economic catastrophe for you and your family.




The Case Study Is Me

I think the data makes an airtight case, but I know from years of preaching the gospel of the market that data doesn’t move everyone. Instead, let me offer you a story of hope and inspiration. That story, it turns out, is mine. As an undergraduate student at Harvard, I was lucky enough to become the president—functionally the editor in chief—of The Crimson, its legendary student newspaper, founded in 1873. But I was unlucky enough to be rejected by fifty-two newspapers for a job after graduation, before finally catching on as a news and sportswriter at the Tallahassee Democrat. I covered the brutal murders committed by Ted Bundy, because I was nearby the tragic scene at the Chi Omega sorority house on the campus of Florida State University. That coverage got me a job at the now-defunct Los Angeles Herald Examiner covering homicide, earning only $179 a week, twenty bucks more than in Tallahassee, but in a town that, by my estimate back then, was four times more expensive.

After bouncing around three times, searching for a place to live that wouldn’t eat up every penny of my after-tax salary, I had moved into a bungalow in a definitively less desirable part of town. One night, upon staggering home after covering a particularly gruesome mass killing on the homicide beat, I sensed that something was awry. I am not a clean freak, but it seemed that I hadn’t flushed the toilet before going to work. Or put away my silverware. Not like me at all. I chalked it up to the stress of the job or a little too much drinking the night before.

The next day, I got back from a downtown stabbing, and this time my bathroom was an unsightly mess, my fridge had been cleaned out, and someone had cooked a chicken in a pot and left the remains on a gravy-stained counter. Okay, I definitely hadn’t cooked a chicken. Outraged (and confused) by a particularly enterprising intruder, I called the police. They visited within a couple of hours and seemed to wonder why I had bothered them. They told me to change the locks. As if I had the money to hire a locksmith.

The following day, I arrived home after covering that night’s Southland tragedy, and my television, record player, beloved vinyl albums, and most of my Mikasa kitchenware had vanished. I called the police again. The same two guys showed up and told me there wasn’t much they could do. I admitted there was no sign of forced entry—but shouldn’t they dust for prints?

This pair of grizzled veterans looked at each other and started laughing like I had just told the funniest joke in the world. The bigger guy looked at me and said, “Listen, kid, here’s my advice. This isn’t TV. I’m not your personal Kojak. Get yourself the hell out of this neighborhood. You don’t belong here. And buy yourself a gun, for heaven’s sake, because we are not your bodyguards.”

A couple of days later, I drove down to San Diego to cover a sniper shooting at a school. Horrendous. I stayed overnight in my car, a 1978 Ford Fairmont, a piece of junk I had bought after winning a contest back in Philly, the Philadelphia Phillies Home Run Payoff. My last bit of luck: The right batter, Greg “the Bull” Luzinski, smashed a homer in the right inning, I received a $1,000 check in the mail, and I bought the cheapest Ford I could find. Little did I know that night’s sleeping arrangement was just practice.

When I got back to my bungalow, everything was gone, it was broom clean. The robber had taken my checkbook, too, genius that I was to leave it in the bedroom bureau. I had nothing but my miserable car and the even more miserable clothes I was wearing; thank heavens for the Gap and the long-since-disappeared Mervyn’s. I was soon evicted anyway. Heeding the advice of my two not-Kojaks, I moved out of that neighborhood and into my silver-and-red-striped tin can of a car—and found myself a .22-caliber pistol.

What is the point of this story? Despite my microscopic paycheck, despite living in a car, I still felt the urge to save something, just as I had remembered Pop’s friend Mr. Hank had done. Putting money away—into the market and not just into my glove compartment with my handgun—was going to be my way out, my way to become rich (and I was still convinced I’d be rich, though I look back and have no idea how). Even if it was just $50 a month (and sometimes it was less than that), I mailed it to Fidelity, earmarked to what became the Fidelity Magellan Fund managed by Peter Lynch, pretty much the only fund manager anyone had ever heard of, and an amazing one. I had listened when Pop, clueless as to my circumstances, told me that was the best fund to invest in. Boy, did he turn out to be right about that.

For six months, I slept near the sites of grisly homicides, or giant rocks that threatened the Pacific Coast Highway, or fingers of flame that splayed across I-5. And then I came down with a jaundiced liver, as evidenced by a yellow stain across my belly that looked like Greenland on the map. My doctor, a terrific Yale Medical School graduate who was performing public service helping out in a medical clinic for farmworkers without health insurance (I’d take free health care wherever I could get it), asked if I drank much. Strong diagnosis. Shamed by the amount of Jack Daniel’s I was guzzling between stories, worried I was going to end up drinking myself to death, I decided six months in my car was enough and headed back east to live on the floor of my sister Nan’s Greenwich Village studio in Manhattan. I made a pledge to stop drinking until the yellow stain was gone. It took four long years, but I recovered.

What I never stopped, not for a month, was sending checks to Fidelity: little ones, bigger ones, sometimes hand delivered when I ended up in law school in Boston, but most times mailed. I was driven by a persistent desire not to be poor. When, years later, I set up my own hedge fund and managed hundreds of millions of dollars of other people’s money, I at last stopped contributing to the Fidelity account and just let the gains compound. Those little checks, usually less than $50 a month, added up to an account now worth well north of $1 million, despite my having invested under circumstances I have no doubt were far worse than those of most anyone who has picked up this book.

You can do this, too—no matter who you are or where you live. We all have $5 or $10 more than we need at the end of the week. Don’t blow it on a ten-dollar vodka martini or triple venti cappuccino you don’t need. Stop moaning about how you can’t save. It is so easy to invest those dribs and drabs—no more mailings or hand deliveries—and let them grow and grow. Unless you don’t yearn to become a millionaire. In that case, you can do whatever you like—and you should probably return this book. For the rest of you—read on.









CHAPTER 2 The Truth About Index Funds You Won’t Get Rich Owning the Bad Stocks


Investing isn’t supposed to be fun. That’s what the experts say these days. The pros almost uniformly insist you park your money in an index fund, forget about it, and watch it grow. Root for boring. Of course, we’re going to do better than boring, but it’s important to start with the basics. I am not trying to trash the orthodoxy of burying your money in index funds—which are, by their very definition, ones that mirror an index like the S&P 500, or perhaps the Nasdaq 100—a younger and wilder tech-heavy gang of a hundred stocks.

All I’m saying is you need more. I don’t mean to entirely ignore index funds, which you can buy either as mutual funds or exchange-traded funds (ETFs). They are a very useful way to capture the sum total of how well a group of selected stocks performs. The most famous is the S&P 500, handpicked by the company S&P Global. The index is an agglomeration of large companies, many good, many okay, and some bad. It gives you diversification. No one or two or even ten or twenty stocks can sink you, and this way you can capture some of the upside that stocks have historically given you. There are many ways to buy this index fund. I say just buy the ETF (ticker name SPY), which can be found at any firm where you can open an account. Wall Street firms have created a ton of indices. There’s an index for seemingly every occasion. I keep it simple. The S&P 500 is the basic index for all to use, except for younger people who might want to put money in the Nasdaq 100, the index chock-full of newer, less-seasoned growth companies that can give you a lot more performance but also come with more risk. That’s okay for you Gen Zers; you have your whole life ahead of you and many years to make back any losses you might accumulate. These indices can and should be the bedrock of your portfolio. Why? Because sometimes the individual stocks you will pick outside your index will be wrong, and you need the power and safety of diversification that index funds provide. An index gives you stock in lots of companies, companies that do different things in different industries. In this way, no one failing stock or losing sector can drive you out of the market.

People think of an index as passive—meaning it doesn’t change—but it’s actually not. The S&P 500 changes constantly with stocks being kicked out and added in with great regularity, fifteen to twenty changes a year. A full third of the S&P 500 turned over between 2015 and 2023—and it will likely look just as different a decade from now. The stocks that leave the index are either literally losers, having shed a significant percentage of their market capitalizations, or winners graduated out because they got taken over. In their places there are younger, fresher, more dynamic companies that are making money. This is the secret sauce of the S&P 500.

That’s why it’s so darned hard to beat. That’s also why I like it.


But If It’s So Hard to Beat…

Given what I just told you about how active the S&P 500 index is, always tossing out lousy stocks while ushering in better replacements, you might be wondering: How can you possibly expect to beat it by picking your own individual stocks? Why shouldn’t you just listen to the so-called experts and stick solely to the index?

Here’s why: There aren’t really 500 good stocks out there. Sorry. When you buy the S&P 500, you’re buying lots of not-so-hot stocks along with the good ones. This is the unvarnished truth: You will not get rich owning index funds. I accept them as a hedge against the mistakes that always occur when you put a portfolio together, but they are just an amalgamation of a few strong stocks—the ones you should be buying on their own—and a bunch of mediocrity or worse. The stocks of fresh-faced wonders get anointed, but once they are in, the forces of the marketplace can inflict a lot of damage and frequently do.

And that’s the crux of the argument. If you follow your nose and eyes and ears—looking for the right stocks, using the guidance in this book, I believe you can trounce the indices. Sadly, you aren’t taught to do it yourself. You are supposed to abdicate and find someone willing to help you. But good luck doing so.

Understand: Our financial regime is like the health care system in this country. It’s impenetrable and caters to the wealthy; everyone else has to hope their provider has an ounce of knowledge and the empathy to impart it—assuming you get treated at all. But there is one huge difference between the two systems: You can’t be a doctor, but you can absolutely be your own portfolio manager.

It is not as if the professionals are out to get you. They’re not. Many simply don’t care because you’re not rich enough. In my years as a wealth adviser at Goldman Sachs, I spent a ton more time trying to find billionaires to advise than helping regular people with their money. We called it hunting for elephants. We were looking not for the families with hundreds of thousands of dollars or even millions of dollars, but with hundreds of millions of dollars because it takes just as much time to serve people with a small pot of gold as it does to help the oligarchs. When it comes to fee generation, wealthy families are so much more efficient. Employees at financial firms can literally get fired for a lack of productivity if they spend time servicing the average American.

In fact, my own wife, using her maiden name, got booted from her longtime wealth adviser because she didn’t have enough money in her account. She had worked hard selling real estate and saved $100,000. It wasn’t enough for the big guys. Her adviser told her she wasn’t rich enough to qualify to work with him, but he could send her instead to an anonymous clerk, part of a back-office team she had no relationship with. Embarrassed, she was tempted to just pull the money out and stick it into her checking account. Others might do a touch better and put their investable cash in “money market” funds, which can give them the prevailing rate of interest. That’s just enough not to fall further behind, but nowhere near what you get in the stock market. Like millions of others, my wife was shunned by a system that seemed designed to benefit only the superrich. Even the worst adviser knows that leaving your money in a checking account or a money market fund is a bad decision. The simplest fix, and easiest way for a well-meaning financial adviser to help the average person without effort, is to convince you that index funds are the smartest choice for your money, and then you will never have to bother them again.

Fortunately, the world has shifted over the past generation to make it possible for you to go around the professionals who are trying to keep you out of the individual stock game. Younger readers may not realize this, but you used to need a human stockbroker, and a ton of money, to even get involved in the stock market. Commissions were high, and there were certainly no “websites” for trading.

I like the security of an index fund, don’t get me wrong. But, more important, I like to be involved in making my money grow. Yes, my small checks to Fidelity every month helped me become a millionaire—but if I’d had the foresight and fortitude to buy individual stocks alongside the Magellan Fund, I would have had even more money, much more. I just didn’t make the time or have the knowledge or confidence.

Index funds are fine. They’re nothing special and not meant to be special, even as we are told endlessly that we are too stupid to own anything else. I respect the purpose of an index fund, but it will not give you enough juice to get you to where you might want to go. Consider index funds a hedge against the prospect that some of your best ideas might flame out. Now, your other ideas—five stocks and a hedge, which I’ll explain shortly—will most likely more than make up for them, provided they are growth companies, a type of stock I will explain how to spot later in this book. But still, we need to be smart with all our money, and index funds will provide a buffer, a cushion to lean on while you search for greater bounty.

Your index fund is your core holding. But I don’t ever believe in totally abandoning the stocks of growth companies, no matter how old you are. I hate average, even as I accept it as a necessary evil in a diversified portfolio. Are you proud of being average in any other walk of life? Would you have bought a book called Making Money the Average Way by Mediocre Joe? The S&P is average. The stocks are not selected for their greatness. They are selected because they represent American business. The keepers of the index do not put a premium on growth even though growth stocks have historically been the best performers. There are some growth indices, but I want you to own the best growth stocks of the best growth companies. These are the ones that can make you rich. Sticking to the index will only make you average.

Unlike most professionals, I see the world as divided between two kinds of risks: the very real risk that comes from losing money in a bad stock and the just-as-real risk of missing out on a stock that could give you a 1,000% return over time and make an incredible difference in your life and the lives of your family members. What makes me a “radical” is that unlike the index fund proselytizers, who think you can’t do anything yourself, I think you can walk with index funds and chew gum with individual stocks at the very same time. And if you do, seemingly limitless rewards are at your fingertips.










CHAPTER 3 The Glory of Individual Stocks Household Names, Huge Returns


Owning individual stocks wasn’t always so stigmatized. When I first walked into Goldman Sachs for my job interview back in the summer of 1982, we’d had just as many bad years as good years in the market over the previous decade. Yet there was still much more interest in owning individual stocks than there is now, even with the need for a stockbroker charging colossal commissions to buy them. I can recall watching Lou Rukeyser’s Wall Street Week on PBS on Friday nights with millions of others, young and old, trying to figure out whether a certain stock was worth buying at the open on Monday morning.

Now nobody, other than some hardcore Cramericans, seems to understand the astounding potential that owning individual stocks can offer. I rebel against this index-only view with all my heart and soul. It rankles me to the point where I can’t stand it any longer. It would be pure hubris to tell you that I alone can bring back the greatness of individual stock picking. But I am most certainly going to try. Where do we start? Bare your teeth—we’re going to show off our FANGs.


FANG, FAANG, and the Magnificent Seven
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