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AUTHOR’S NOTE




To keep this memoir authentic and accurate, I requested that Forbes Books make no changes to my original manuscript. 


These are the facts as I remember them, with only a few names changed for privacy.


JAMES CORDIER






 




This book is dedicated to those who chart their own course in life and in business. Those who are compelled to stray from the herd to blaze a new path. Those who question the status quo in search of new opportunities, and propel society forward as a result.


To all the mavericks, where would the world be without you?









CHAPTER 1





EYE OF THE STORM


FRIDAY, NOVEMBER 16, 2018 3:30 P.M.





Standing in front of my office window on the 23rd floor of the SunTrust Building and looking out over Tampa Bay, I’m trying to figure out how to address a harsh reality. I haven’t slept in two nights, and I’m struggling to think of something to say that will explain the situation we’re in. The situation I’m responsible for.


For years, I’ve been recording brief videos once or twice a month for my clients. Always speaking off the cuff, I updated them on market developments, explained what I got right or wrong, and provided my outlook for the future. Those videos helped to assure the people who trusted me with their investment – and I knew each one of them by name – that I was the right person to manage the portfolio.


Justin, from our tech team, is setting up the camera on a tripod in front of my desk. We’ve done this a hundred times before, but today everyone in the office has a look of disbelief.


This time is different.


I managed $250 million in total equity for OptionSellers.com, a trading firm I founded and built over the last two decades. I have an experienced team in place, hundreds of loyal clients, and a waiting list full of people interested in becoming clients.


We’re a small operation compared to most well-known trading firms, but I thought we were the perfect size. Large enough to have some clout on the trading floor, but small enough to trade nimbly in and out of positions without moving the market. We had performed very well for our clients up until this week, amassing a 10-year annualized return of 17 percent.


I have benefitted personally, as well. I’m one of the premier option traders in the country, appearing on Bloomberg, CNBC, and Fox Business. My market commentary appears in prestigious investment publications, such as The Wall Street Journal and Forbes. McGraw Hill is interested in publishing a fourth edition of my book, The Complete Guide to Option Selling. My wife Krista and I live in a beautiful bayfront home in nearby Apollo Beach. To celebrate our two-year anniversary, I recently purchased a 72-foot Princess yacht that I christened The Krista Renee.


At age 56, life couldn’t have been any sweeter.


“Ready when you are,” says Justin from behind the camera.


I have always shot straight with my clients. When I fell short of expectations, I acknowledged it. That is what I’m here to do today. But I still have no idea what I’m going to say this time. There are no words that will help.


I take a seat at my desk, sip from a glass of water, and take a deep breath as I try to mentally prepare for what I’m about to do. My gaze happens to land on the shelf displaying an intricate model ship that was handcrafted by my father. He knew very little about commodity investing, but his sage wisdom from an early life at sea translated well into my profession. I often used nautical metaphors for trading: Chart your course. Maintain a steady hand at the helm. Keep an eye on the horizon. Always be prepared for rough seas.


The aphorism on my mind this week has been “any port in a storm.”


“Okay, Justin,” I say. “I’m ready.”


I’m not ready. It feels like I’m about to jump out of a plane for the first time.


“Good afternoon, this is James Cordier of OptionSellers.com with a market and account update for November 16, 2018. Needless to say, the events of this past week have been incredibly devastating for our clients, who I rarely call clients. Around the office, and sometimes on phone calls, I refer to our clients as family. And on what we call a ‘new account client call,’ I often thanked and told the new client that ‘we were so happy that you were joining our family.’


“Dr. Steve, and your wonderful wife in L.A., I’m happy to share with you that Kriss’s ailments that we discussed so eloquently are gone. She’s feeling just great.


“Kurt and Grace in Michigan, so sorry to say that we never got to go bass fishing. I wound up walleye fishing on Lake Erie. It was not nearly as satisfying as had I got to go with you.


“Our client in Kansas City, thank you so much for the barbecue sauce. I will enjoy it and think of you always in the future. For Larry and Rex, it looks like I owe you a Cuban sandwich.”


This is excruciating. There’s no need to keep mentioning individual clients. But for some reason, I continue.


“For our client in Marseille, my wife and I were certainly looking forward to joining you on the French Riviera, it is so beautiful.


“Our clients on the Gold Coast in Australia, I was hoping to see that beautiful sunset you spoke of so many times. More locally, Troy, I was really hoping to become a boating enthusiast with you. That I will miss.


“John, we talked about you a lot in the office. Not sure you knew it, but your name was ‘Boca.’ And though you thought I didn’t enjoy our afternoon chats, I actually did. Good luck in Texas.


“Also here locally, the biggest hockey fan in the world, Jeff, you know who you are, all I wanted to do was sit with you and watch a game. The next time I’m at the arena, I know you’ll be there, and I’ll pretend I was sitting next to you….”


Don’t break down, man. Hold it together….


“…So many of you chose to entrust in us the ability to navigate in the world of investing. Practically every time we spoke of positioning your account the best we could, I referred back to my father who used to sail an 800-footer on the Great Lakes, and I always talked about steering your investment like a boat. I remember so many times saying if you’re steering the wheel and someone’s watching you and you’re making small turns, that’s good. And if you’re making large turns, that’s probably what you don’t want to see.


“In the Wall Street Journal this week, it spoke on and on about the movements in the crude oil market and the natural gas market. It talked about the incredible volatility that cost funds and fund managers and hedge funds their livelihood, and clearly, they had a livelihood because they had investors.


“This rogue wave that I was unable to navigate has likely cost me my hedge fund, and the reason why I had a hedge fund is because of you, our clients. I promise you every day when I woke up and I would check the markets, I was checking for rogue waves. Often when I spoke to you on the phone, we’d be on speaker, and I had my two hands in front of me like they were on a wheel of a boat. And I always want to make the best turns for you, and I tried making small ones, and I truly invested your funds like you were family. I am so sorry that I was unable to manage the rogue wave that hit us this week….”


Why did I call it a hedge fund? It’s not a hedge fund. I’m losing focus here. I’m rambling.


“…I wish I could name you all by person right now, all 290 clients of ours. You are my family and I’m sorry that this rogue wave capsized our boat.


“In the coming days and weeks, our office doors will be open, our phones will be answered, any questions that you might have. My staff — Rosemary and Alicia and Matt and Michael — will do their best to answer questions you might have and somehow help.”


I can’t believe the words are coming out of my mouth. I can’t believe they’re true. I’ve seen other high-profile traders in this position over the years, but I never thought it would be me.


“I want to thank you all for becoming part of our family. I wish you all the best... I am so sorry for not managing our ship and keeping her afloat.”









CHAPTER 2





UN-NATURAL GAS




The price of natural gas had risen 50 percent in less than three days, and it was still unclear why. That kind of rapid gain is not unheard of in this market, and it was certainly within our range of plausible risk scenarios. That’s why we had an exit strategy. However, in any of the flash-rally situations I was prepared for, we would have to know the catalyst for the event.


Natural gas is the third most actively traded physical commodity futures contract in the world. It is used globally by fossil fuel companies, utilities, and other industries to hedge risk, as well as by speculators chasing profit. Surely the price couldn’t increase by half for no reason. There must be some tangible event driving up the market, but it still has not revealed itself.


When the price began to rise Friday, November 9th, it was a relatively modest rally. We checked all the usual suspects to find out what was causing it but found nothing out of the ordinary. There had been only minor changes to the temperature forecast, no hurricanes approaching, no major production outages, pipeline issues, etc. No unusual trading activity that we could see. There was no clear fundamental driver or technical indication of a larger move to come.


Our research and my experience told me this was just the ebb and flow of a listless market. Perhaps an energy fund made a large purchase in a SWAP or OTC transaction, causing a temporary bump in the futures price that would subside after a few days. That sort of thing happened all the time.


The following week, natural gas continued moving higher and higher, still without explanation.


I attempted to buy back our short positions through the usual channels, but there was nobody willing to sell. Market-makers and speculators were baffled by what was happening and, as a result, liquidity evaporated. Natural gas option markets, which typically had a fraction of a cent between the bid and ask prices, were suddenly dollars wide. At times, there was no market at all.


As if things weren’t bad enough, the bottom then fell out of the crude oil market. We were already at Defcon-1 dealing with natural gas, and suddenly another one of our positions was moving sharply against us. This just became a two-front war.


Gas rallying through the roof and crude oil tanking simultaneously? What the heck was going on?


If traders knew the reason why natural gas was up 50 percent, the prices of our short call-options would have increased dramatically, but they would still have been trading. In that scenario, I would have bought them back at a premium to where I had sold them and lived to fight another day. I would have taken a substantial loss on the trade, but I wouldn’t have lost the firm. Unfortunately, that is not the scenario we were in.


Winning trades take care of themselves. It’s how we respond to the losers that determines success in the long run. I knew this. Throughout my career I had been aggressive about cutting losses early and often.


This time, the market wouldn’t let me out.
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CHAPTER 3





WHEN IT RAINS IT POURS


MONDAY, NOVEMBER 19, 2018




The video went viral over the weekend. What had been intended as a private message for 290 clients now has a million views all over the world. By Sunday night, the same prestigious media outlets that cited me as a top expert on commodity markets for the past two decades are showcasing the video and giving their hindsight critiques.


The Wall Street Journal compared me to Bernie Madoff. The Tampa Bay Times referred to me as a ‘laughingstock’ and, for some reason, printed details revealing the location of our home. The list goes on.


Krista and I are too embarrassed to show our faces in public. We just want to get on the KR and sail somewhere far away. But I can’t leave, at least not yet.


I’m still captain of the OS, and my duty is to go down with the ship. I owe one-on-one conversations to a lot of clients. Those are going to be tough. I also have an office full of employees who have just been put through the wringer. They’re probably wondering how much longer they will continue to receive a paycheck.


I have the best employees in the world. It’s an all-star team that took years to assemble, and the thought of letting them go is heartbreaking. I spend Monday with them, figuring out what our next steps will be. There are lots of questions, answers, tears, and hugs exchanged. More questions than answers.


Everyone on staff will be paid at least through the end of the year. A core group is being kept in place indefinitely, to help deal with the headaches which are sure to follow. Client services, regulatory investigations, and potential litigation will be our priority for the next six months. After that, I hope, we will reopen for business.


It’s been a long day following a very long week. I am mentally and physically exhausted. After dinner, Krista and I do our best to avoid watching the news and go to bed at a reasonable hour for the first time in a while. I fall asleep the moment my head hits the pillow.


Bang…bang…bang


Someone is pounding on our front door. The clock on my phone reads 12:05 a.m.


Not knowing what to think, we remain quiet and keep the lights off as I prepare for a potential home invasion. Krista half-jokingly whispers, “I told you we needed a panic room.”


We live in a gated community with a 24-hour guard posted at the only entrance. Unannounced guests are never allowed in, let alone at midnight.


Could it be one of our neighbors? Is it security?


Why would they knock so aggressively?


After banging on the door a few more times and yelling something that we couldn’t hear clearly, the unidentified person lingers on our doorstep and in our driveway for several minutes before abruptly leaving. Staying away from the windows, we fail to get a good look at them or their vehicle.


Krista asks if we should call the police.


“And tell them what? That someone knocked on our door? I don’t need to give the internet another excuse to write a story about me.”


Perhaps I’m being paranoid.


All the criticism is getting to me.


We don’t know whether the perpetrator will return, and we aren’t taking any chances. Quickly and quietly, we pack overnight bags, make our way to the garage, get in my car and slip out of the house in a hurry.


Not sure where to go, we stop at a well-lit gas station just to catch our breath and figure out a gameplan. I go to top-off my gas tank, but the pump rejects my debit card. The machine is probably offline. I think nothing of it.


We both need sleep, but don’t want to go back home. Passing by an Embassy Suites, we pull in to get a room for the night. I hand the clerk my card and it fails to go through, again. We try another card and that one gets declined too. My accounts are frozen.


I offer cash and provide my driver’s license, but the hotel only accepts cards. It’s now almost 2:00 a.m. I explain that we will go to the bank first thing in the morning to straighten this out. The manager says his hands are tied, but he is tapping away at the computer behind the front desk, apparently trying to find some kind of solution to help us out.


The manager sees something on the screen that causes his facial expression to change. He glances up at me and says, “Wow. Looks like you had a rough week, Mr. Cordier,” pronouncing it, ‘Cor-deer’.


I didn’t realize it, but he had been Googling my name while we were talking. He must have seen the long list of derogatory headlines and links to the viral apology video which are accompanied by a thumbnail photo of me sitting behind my desk looking devastated.


That dang video is going to haunt me for the rest of my life.


Without further discussion, the hotel manager slides two room keys across the desk and says we can sort out the payment tomorrow. He’s being sympathetic, or perhaps merciful. This is the first time since this ordeal began that a stranger is showing me anything but contempt. The Maserati parked out front and the Rolex on my wrist tell him that we’re probably good for the $185.


We sleep past 8:00 a.m., and I wake up to dozens of unread text messages. Some are from friends and family sending kind words of encouragement. Many are from journalists asking for comment. Several are from Rosemary, who was busy scheduling my upcoming calls with clients. One is from Michael, OptionSellers’ director of research and marketing, telling me that he has reporters knocking on the windows of his house.


And one from Matthew, the head of my trade execution desk, sent at 7:15 a.m. It appears to be a photo of a business card, and the message reads: “This guy just showed up at my door asking questions.”


Matt must be getting harassed by reporters, too. Sorry, no time to look at that now.


Krista and I drive to Bank of America. I call ahead to let the branch manager, Michelle, know that we’re coming in. It’s a small branch in a small town. They don’t handle many high net worth accounts. Two months ago, when I requested a seven-figure transfer to purchase The Krista Renee, Michelle requested to take a photo with me. I didn’t mind, but it was a little strange. Today, she’s not nearly as friendly. She isn’t providing us with much information, but it’s clear our relationship has changed. She informs me that I have been “de-banked”, and nobody at Bank of America can tell me why.


The account was not seized by the government but closed by the bank itself. The funds in the account are now in limbo. Without warning or explanation, the nest egg I’ve been building since I was a teenager has become totally inaccessible.


This can’t be a coincidence. It must have something to do with the catastrophic events of last week, but I don’t know what the connection could possibly be. Things just keep going from bad to worse.


As we’re walking out of the bank, I take out my phone to call my lawyer, Henry Becker. I leave him a message.


I see that I have a new voicemail from a local phone number and give it a listen.


“Hi James, this is Chuck down at the marina. Just wanted to let you know that I’ve had three different people stop by and ask which boat is yours. I told them I didn’t know what they were talking about, or who you were. It’s none of their business. Anyway, I just thought you should know. By the way… I heard the news about what happened. I hope you’re doing alright. Give me a call if you need anything.”


Then I start scrolling through my texts again, trying to get caught up.


What was that business card Matthew sent earlier?


Oh, there it is:




U.S. DEPARTMENT OF JUSTICE FEDERAL BUREAU OF INVESTIGATION NEW YORK FIELD OFFICE
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CHAPTER 4





INTRINSIC VALUES




I was born and raised in Sturgeon Bay, Wisconsin, a small shipbuilding town located about halfway up the Door Peninsula separating Green Bay from Lake Michigan. My family has lived there for generations. My father, James Cordier Sr., grew up there during the Great Depression. As a child he performed music at the local pub in exchange for 25 cents and a pint of beer per night.


My father learned to survive at a young age and maintained that work ethic throughout his life. As a teenager, he went to work on the 800-foot freight vessels that sailed through our town and across Lake Michigan. The giant ships loaded with iron ore, timber, and other commodities looked surreal passing through the small Sturgeon Bay Canal. Shortly after marrying my mother, he retired from sea life to become a local policeman. Most people from my parents’ generation never dreamed of becoming wealthy. Success for them meant being able to put a roof over their family’s heads and food on the table. By that metric, my parents were quite successful. We lived in a small house in a peaceful neighborhood with a yard and a basketball hoop in the driveway.


And I never missed a meal. My mother had a talent for stretching her dollar at the grocery store to put a delicious meat-and-potatoes dinner on the table every night. She often provided a sweet treat for us at the end of the meal, prepared from raspberries that she had canned the previous summer. It was simple, but to us it might as well have been bananas foster flambé.


Raising six kids on a cop’s salary meant there wasn’t much disposable income, though I still think we had it pretty good compared to most. With me being the youngest, my dad had softened up a bit by the time I came around, but he was still a strict disciplinarian. He had rules, and we followed them with no debate on the subject.


I’m not sure what you would call my father’s value system — patriotism, Midwestern manners, blue collar work ethic, maritime law, lessons from the school of hard knocks... It was a combination of all those and more. Sometimes his rules appeared to conflict, and other times they complemented each other perfectly. They were universal values, centered on family, responsibility, hard work, merit, honesty, and respect for authority. But also, on enjoying life.


Though my father was not a religious man, my mother enrolled us in the parochial school at St. Joseph’s Church, and Dad was more than happy to pay the small tuition. Mom and I said our prayers together every night. I did it primarily to make her happy, but also found great comfort in it. I didn’t realize it at the time, but I was shaping my own personal value system which, years later, would help me stay on course as I navigated through life as a young man.
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