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Praise for

GAMECHANGER INVESTING

    “With an eye for telling clues worthy of a Sherlock Holmes, Hilary Kramer provides a timely guide to fathoming future trends!”


—STEVE FORBES, chairman, editor-in-chief of Forbes Media

    “Hilary Kramer is a market geek! And I mean it in a good way. Since I’ve known her, she’s been on top of the trends and fresh ideas investors need to know!”


—GERRI WILLIS, anchor and personal finance reporter, Fox News Channel

    “I’ve interviewed Hilary Kramer many times over the years here at Reuters. She’s always stood out from the crowd for her insight as a growth investor and her ability to spot tomorrow’s trends. I’d highly recommend GameChanger Investing to anyone seeking out worthwhile investment opportunities or simply looking to gain a better understanding about the significant transformations taking place in today’s world. Kramer’s advice: forget the status quo; find the disruptors and catalysts. She shows readers how to spot opportunities beyond the well-recognized companies and personalities making up today’s news. GameChanger Investing is accessible and easy to read, jam-packed with information and engaging stories. Hilary Kramer has always been a visionary, and in her latest book we are fortunate to have her share her vision with us.”


—CHRISTINE KIERNAN, senior producer, Thomson Reuters Television

    “As a new decade approaches, Hilary Kramer shows investors how to spot and profit from the mega-trends for 2020 and beyond. Each chapter illuminates how tomorrow’s trends need to be understood and applied to investing today. GameChanger Investing is full of advice for everyone from the novice investor to the market pro.”


—SUSIE GHARIB, anchor and senior special correspondent, Fortune

    “Hilary Kramer has championed the underdog investor for her entire long career as an investment guru and author. So her new book is must reading for anyone looking for an edge to make money in the market. Kramer’s book is a must-read because she reveals not just where science, technology, and industry are heading, but how the everyday investor can use this knowledge to create wealth. Always entertaining and smart, Kramer can be counted on to cut through the mysteries of investing. The pros aren’t going to like you knowing what Hilary is going to tell you.”


—JOHN CRUDELE, syndicated columnist and business journalist, New York Post

    “Hilary Kramer’s sweet financial insight into making money from tomorrow’s biggest concepts is as amazing as Ol’ Blue Eyes teaming up with Sammy Cahn. Scoobey, doobey, doo… She’s packed this book with cutting-edge ‘GameChangers’ that will turbocharge your own portfolio. If you haven’t heard of digital bullion… echo moms… cold chain logistics… acquatic superfoods… MindWars, you will! Kramer’s talent is making these opportunities understandable and actionable for the everyday investor in a way that gives you the same long-term advantages as the professionals. This book is right on the money and is gonna be big, like Sinatra in Vegas big, baby!”


—JOE PISCOPO, actor, comedian, and radio talk show host, The Joe Piscopo Morning Show on the Salem Radio Network, AM970 The Answer

    “Who wants to be a millionaire? Step one: Read Hilary Kramer’s blockbuster GameChanger Investing. There is no more reliable and trusted voice for financial common sense in America than Hilary, and this book lays out the formula in simple, plain English.”


—STEPHEN MOORE, senior economic advisor to Donald Trump and former Wall Street Journal editorial board member

    “GameChanger Investing is an engaging and insightful vision of the future. Kramer has produced a thorough investigation of breakthroughs about to emerge in the world of computing, communications, consumption, and health care. Anyone interested in profiting from the coming tsunami of global change will learn a lot from this book and be entertained along the way.”


—JON D. MARKMAN, Forbes columnist and author of Fast Forward Investing

    “What will determine your success as an investor in coming years? Hilary Kramer, Wall Street’s one-woman research powerhouse, says it’s the ability to identify and invest in winning trends. Her new book peels back the research that the smart money is using to pull in monster profits in the next decade. Kramer opens a window on the advances in artificial intelligence, bionics for longevity, mobility, geospatial data, blockchain technology, and how investors must understand these innovations and disruptors to build wealth. All other investing is like driving while looking in the rearview mirror—a surefire way to crash rather than win the game of investing for the big bucks.”


—MARK STUART GILL, contributing writer, Bottom Line Personal

    “In these tumultuous times, we all need a plan, and with GameChanger Investing, Hilary Kramer charts about as clear a course as one can find these days. The book is a cogent and prescient look at the trends that will be shaping our lives and the lives of our children in the coming decades, and how savvy investors can capitalize on them. Hilary Kramer, with her legendary, well-earned reputation as a futurist and visionary investor, tells the reader how to cash in on the billions coming down the pike from all this global change.”


—SCOTT NORVELL, former international bureau chief and vice president, Fox News Channel

    “Hilary Kramer is setting the world on fire. She is really smart and extremely insightful. You can’t go wrong following her advice.”


—PHIL BOYCE, senior vice president of Salem Radio Network

    “Hilary Kramer has had years of success in her GameChangers newsletter identifying stocks that are truly changing the way we live our lives—making her subscribers a ton of money along the way. Now she’s sharing her secrets and the insights she’s learned over the years with everyone. Read this book and I promise you that you’ll be a better investor and have a head start on everyone else concerning the next set of trends that will make investors millions.”


—ROGER MICHALSKI, vice president/group publisher, Eagle Financial Publications

    “There’s a new Kramer in town, and her new book is the next Megatrends. It’s appropriate that her book is being published in 2020, as she has laser-like, 20/20 vision in predicting the future in science, tech, and geopolitics. Her book not only updates you on all the creative disruption going on in robotics, the Internet of Things, cryptocurrencies, self-driving cars, artificial intelligence, genetic and medical breakthroughs, space travel, online retail, and job markets, but gives you solid advice at the end of each chapter on how to profit from each trend. I’ve never seen a better quick survey for investors.”


—DR. MARK SKOUSEN, presidential fellow, Chapman University, and editor of Forecasts & Strategies
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For Shia and Timmy






INTRODUCTION EMBRACE THE FUTURE AND INVEST IN TOMORROW’S GAMECHANGING BILLION-DOLLAR TRENDS


Look how far we’ve come. When I was young, we were turning the television channels manually—all seven of them—and we waited for our weekly TV Guide to arrive in the mailbox so we could plan our schedule around our beloved shows. Back then, ABC’s Wide World of Sports let us share each week in “the thrill of victory and the agony of defeat.” As much as TV and everything else in our world have changed, that phrase still strikes a chord. In investing, as in sports, there are winners and losers. My job is to help make sure you enjoy the thrill of victory —and avoid the agony of defeat. The secret? Opening a window into the future, showing you how to be a GameChanger Investor by capturing the enormous rewards just beyond tomorrow.

I see plenty of room for prosperity in the future. I can afford to be confident for a simple reason: In my career on Wall Street and then as an independent global wealth manager and venture capitalist, I’ve seen the best outcomes that human innovation can produce. These inventions and advances have created wealth beyond imagination and allowed individual investors—even with limited funds—to become millionaires. The future is limitless, and you can make an immense fortune by seizing the GameChanging trends ahead. As you will read in the pages that follow, GameChanger Investing requires vision. We’re not looking for companies that are already priced like giants with a spectacular future to match. My goal is to find companies with spectacular futures that are priced like the start-ups they are.

Wall Street seems short on vision these days. Even the smartest investors operate within closer and closer horizons. Portfolios that were once painstakingly designed to mature over generations are now reeling from market spasms that play out over weeks, days, or even hours. We live in a world where trading technology can build fortunes in microseconds and flash crashes can wipe out everyone faster than you can count.

People no longer plan beyond the next quarterly earnings cycle. They’re living day to day, moment to moment. That’s no way to live, and frankly it’s no way to invest. That’s why I wrote this book. Through endless market twists, turns, and turmoil, as long as people keep innovating, dreaming, and executing, great companies grow and create wealth. You can be one of those investors who cashes in by following the “GameChangers.”

I will identify the GameChanging trends that will shape your investment decisions and expand your financial goals exponentially. Those trends are happening all around us. For example, increasingly sophisticated business and engineering processes are now being run on mobile devices, transforming our relationship to time, information, and the difference between work and play. The average smartphone has about a million times more computing power than the computers that put a man on the Moon, and 2.7 times what a top-of-the-line supercomputer could boast just thirty years ago. We all carry the world’s library in our pockets, but that’s just one aspect of the transformation that is taking place.

In my three decades in the inner sanctum of Wall Street, you’d think I’d have seen it all. But the trends, sectors, and companies we will talk about here surprise and thrill me every day. I will take you where the action is. To borrow a phrase from a classic book, these are the “megatrends” of tomorrow. These are the technologies, demographic factors, and cultural currents that are changing the world. Let’s imagine the world of tomorrow together and invest our capital and attention accordingly so we can capture the affluence which time and change will unlock. Leave the quarter-to-quarter worrying to investors with no vision. This is where we can beat the high-speed trading firms, who only think milliseconds ahead. When the bell rings five years from now, you’ll come out ahead as long as you keep your eyes on the road and never let them get stuck on the rear-view mirror. As we get started, I want you to keep three things in mind.

1. “Technology” is out of the bag now.

It wasn’t that long ago that Apple and Microsoft were GameChanging concepts taking shape in their founders’ garages. Yet today, computing devices running their software are in billions of hands, and the companies that were once fledgling IPOs are now trillion-dollar pillars of the global economy.

Steve Jobs, Bill Gates, and their countless collaborators and competitors launched a digital revolution that hasn’t ended. When they started, computers were slow, massive, and prohibitively expensive tools that only the largest organizations and governments could afford or even train people to program. The notion that an individual might own one was outlandish.

A generation later, the world is covered with devices that have the power to beat a chess master or pilot a rocket to the Moon. They’re learning how to drive cars, operate factories, and perform surgery. And that’s only what’s coming over the next horizon as every generation of chips gets smaller, faster, and cheaper.

But people in Silicon Valley get lost in the silicon world. Every company in the technology sector is built on smart forms of sand that can transmit and store information. Their world is still just billions of semiconductors talking to each other.

The real technological revolution of tomorrow brings the microchips back into the real world. It’s not about building faster chips but finding new ways to work with them, programming them to support the lives we want to lead. Tomorrow’s technology companies run in the background, driving complex business processes as well as smart cars. They can do the work of organs and limbs lost to accident, disease, or old age. They teach and entertain, transmitting age-old messages alongside the latest headlines.

They won’t replace human beings. How could they? They can augment the human experience and liberate us from the tasks that a modern computer can truly do better, but we’re a long way from robots that can dance, mourn, pray, or fall in love. Even the finest artificial intelligence can only respond to events that match the patterns in its memory. It can’t improvise well, and it can’t plan a better future.

Technology has no ambition. The world’s computers are all just slightly more sophisticated hammers and knitting needles, tools waiting to be deployed to fit some human purpose. It’s up to us to decide how to deploy all this power. We pick the apps on our phones, and while we can teach them to suggest whom we should call at a scheduled time, we’re still the ones doing all the talking.

And in the final analysis, that interaction between tools and users is where “technology” really happens. The thrill was only briefly in the competition for the best silicon chips. Now it’s in building bridges between Silicon Valley and the real world. As the chips become ubiquitous, money is free to flow in different directions.

Consider a lot of the stocks we’ve been trained to consider “technology” companies. Amazon got its start as a pioneering dot-com marketplace, but now that every store has an online presence and most at least consider home delivery, Amazon’s website no longer makes it special. Jeff Bezos’s behemoth is now just another consumer discretionary company. It’s just another store.

Admittedly, Amazon is one of the biggest stores in the world, and it’s still growing as fast as it can, but it is no longer fundamentally different from Walmart or Target or Costco. Those companies all have computers, websites, and home delivery. While Bezos may still have slightly better computers, pure digital power is no longer the all-or-nothing competitive barrier it once was. The “technology” has already been incorporated into the way his company operates in the modern world. He’s running a big store.

Likewise, Alphabet (Google) is a lot more than a search engine now, and Facebook has matured since the days when it was just the site people checked to keep up with college friends. Just as the telephone once gave us a way to talk at a distance, we now use the infrastructure these companies have built to support an endless conversation that can go around the planet. And since access is free and theoretically ubiquitous—you can log in anywhere—these aren’t really “technology” pioneers now either. Their core business is communications, moving ideas around. They’re classed with the phone companies, cable network carriers, television channels, and old-fashioned print publishers.

Even Apple is no longer a “tech” company. While it’s still formally a technology stock, the giant of Cupertino has been more a consumer device manufacturer ever since the original iPod changed the company’s fortunes. Its real competitors are companies that make home audio equipment, headphones, televisions, fitness monitors, and telephones. Eventually, it might start building its own cars as well. Apple devices are a lot smarter than those that previous generations grew up with, but the computers themselves are now just a small piece of the overall calculation here.

Apple, however, is also an entertainment company, selling access to music, books, and videos. It is a financial services company thanks to Apple Pay and the Apple Card. And the App Store is the biggest software marketplace in the world. Any of these businesses would qualify for membership in various market sectors, but the sum of the parts is unique.

All four of these giant companies are disrupting the settled commercial landscape in endless ways, big and small, but the real innovators on my screen were never computer makers. They are unlikely to ever cause upheavals in Silicon Valley. The days of Silicon Valley disruption as a goal in itself are over. If you love data for their own sake, that’s great. There’s still plenty in this book for you! But recognize that the future that interests me—and where I see the real investment opportunities—is out there in the world that intersects with Silicon Valley.

PayPal and Square are not officially technology stocks. Their payment systems are changing the way money circulates in exchange for goods and services, but the computers remain deep in the background. Wherever kids pass a few digital dollars from phone to phone to pay the small debts they rack up with each other, these companies are in the background.

As far as those kids are concerned, nothing dramatic or even noteworthy is happening. They don’t see anything strange about purchasing power beaming back and forth without ever turning into physical currency. It’s just another form of data, points in a video game. Arguably that’s all money ever was, first when it was precious metals and then numbers on paper. The only difference now is how fast it moves and the ways it can accumulate.

Kids in the future will grow up with a dramatically different relationship to what we consider cutting-edge technology today. Just as we learned to change TV channels (sometimes without even using a remote) and heat food in the microwave, they’re already interacting with a new generation of devices and the data flowing around and between them. We don’t call a microwave high technology. They won’t even pause to think that it’s unusual to ask the refrigerator to order its own milk.

Just like that refrigerator manufacturer of tomorrow, most of the companies we’ll investigate in the following pages will make their mark on everyday life. Despite the fortunes that have been accumulated in Silicon Valley in recent decades, the real world is always where the biggest economic transformations take place. So leave your computer jargon at the door. If it can’t be explained in plain language to folks who don’t know a thing about the inner workings of computers, it’s all just chatter.

And there’s another fact that we should all digest as we look toward the world of 2050 and beyond…

2. The future isn’t evenly distributed (yet).

That phrase from a William Gibson science fiction novel has never been true like it is today. Some parts of the world are already approaching 2050 on a clear glide path. Others are still digesting the innovations of the past few decades as they catch up fast.

Never forget that while 2.4 billion people log into Facebook every month, another 4 billion don’t have reliable Internet access at all. The good news is that they’re coming online fast, usually as smart phone prices drop to where nearly everyone can afford a connection. Over the next five years, companies like Facebook will have another 2 billion potential subscribers around the world, and by 2050 all but a few remote corners of the globe will be wired into the network.

These are big numbers that boil down to a simple truth: The first wave of Internet adoption in the West is mature now, but the global market opportunity is still growing at 10 percent a year and shall be for the foreseeable future. That’s 400 million people hitting the information superhighway for the first time every twelve months—more people than live in North America today.

Some of these people come from communities which haven’t changed much in centuries. Standards of living are low; things we take for granted, like a varied diet and clean clothes, don’t exist, let alone broadband streaming video. When these hundreds of millions of people start interacting online with the rest of the world, a whole lot of human potential will be unleashed for the first time in history.

Think of the power of China’s long transformation from agrarian economy to modern industrial powerhouse, taking one billion people all the way from village life to the global metropolis in barely a generation. They didn’t bother building a lot of stores in many of China’s new cities because people shop online. They didn’t buy a lot of computers, televisions, or fixed-line cable networks either because the overwhelming majority of these people skipped those intermediate stages. They went straight to the 4G phone. That’s their mall, their bank, their stereo system, and living room entertainment screen.

In a lot of ways, what China and other emerging economies need from the digital world renders everything else irrelevant. Think of these billions of people as the children of tomorrow, the mainstream market of 2050. To the extent that their tastes and ambitions line up with those of Western kids, I think they’ll drive the future in roughly the same direction.

After all, the biggest movies every year are the same on both sides of the Pacific Ocean. They know the Beatles in China, and they have Elvis impersonators. There’s a Disneyland in Shanghai and another in Hong Kong. As India, Indonesia, and other countries join the global media ecosystem, we’ll see even greater convergence of narratives, beloved characters, and the shared cultural experiences that make long distance friendship possible.

Companies that can operate on all sides of this ecosystem can make a lot of money by exporting American media to billions of eager consumers and bringing back the biggest fads from overseas. Think of the craze when the Beatles first came to America. Multiply it exponentially. Along with fads come products, merchandising, fashion, and accessories.

And we’re not just talking about entertainment. Work moves back and forth across the planet now as corporate employers chase human resources wherever they’re willing to accept a competitive wage, and employees realize that one can live anywhere and phone in the results of every productive working day. The telecommuting dream is becoming the status quo. “Virtual” jobs blur the line between offshore and onshore hiring. When the “office” is a construct of the computing cloud, people from everywhere can collaborate across state lines, national borders, and time zones.

More information accessible on demand and more people to ponder it practically guarantee that the rate of scientific progress will accelerate. Processes are fast-tracked as the obstacles of distance and intermediation fall back in the face of continuous data. Once upon a time, if documents needed to be verified, a lag of several weeks was normal due to shipping time. Sometimes those documents were lost, and the process had to be repeated. Not anymore.

Similarly, it took days to execute a single stock trade. Quarterly dividends and other investor rewards were distributed as paper checks in the mail, which in turn needed to be brought to a physical bank, deposited, and processed before the money could be used. Checks denominated in foreign currency took even longer to work their way through the system. Now it’s almost instantaneous.

Once again, the companies making all this happen have a vast task ahead of them, which makes them interesting to investors like us, who want to capture the leaders of tomorrow at today’s valuations. They’re building a lot of virtual “real estate” that will put them in a position to charge the equivalent of rent (or at least tolls) in the new economy that emerges. The quickest way to connect the world would be to broadcast 5G technologies worldwide using a fleet of self-powered drones and balloons that hover twenty to fifty kilometers above the earth. Mankind’s collective intelligence is ever expanding and changing the way people relate across cultures and throughout the business world. We’re going to need all of that bandwidth. But that’s a story for later in this book.

For now, the lesson I want you to take from this discussion is that the Internet boom is far from over. Even by the least optimistic estimates, we’re only 50 percent of the way to wiring the world, which means that the companies which led the way in the first wave can double their business before running out of opportunities—and upstarts that find ways to do it better can grow to the size of today’s giants.

It’s going to be a decades-long process either way, with false starts, reversals, and a lot of slow but steady progress. People around the world will keep joining the global conversation, bringing new points of view, new concerns, and plenty of fresh ideas. Concerns mean opportunities. Ideas provide solutions.

3. The future is always uncertain (and that’s a good thing).

The world can seem dangerously unsteady today. There’s no system for delegating authority or supporting world-class expertise. Sometimes it feels like nobody is in charge. That’s not a bad thing in itself, but it is a very different world from my parents’. It’s more democratic, and there are more risks and rewards associated with picking one direction and sticking with it. Someone with ambition, a strong work ethic, and a little luck can go further in this kind of world because there are fewer barriers to hold him back. There’s a more level playing field—in some ways absolutely level—with no barriers to competing in the free market.

This is a Twitter world where CEOs can communicate directly and instantaneously with customers, shareholders, and competitors, bypassing the old PR system that kept them apart. Even the White House communicates in real time without an institutional filter. We have a gig economy, a hustle economy. Uber makes the family car a revenue center. Airbnb does the same to the family home. If you’ve got the hustle, technology can help you monetize.

When I was just starting on Wall Street, the world was full of institutional barriers preventing any of that from happening. Companies went through excruciating procedures to sell stock on the public market. (I remember it all too well, having worked on a few IPOs in my day.) Yet despite the intricate and confusing regulations, individual investors were at the mercy of a nebulous world of stockbrokers, analysts, and other intermediaries doling out information and misinformation in equal measure. Good financial information was reserved for the people who paid the most. The rest of us had an extremely hard time finding out when a company was going to report its quarterly performance numbers, let alone knowing anything about “consensus” or whisper targets.

If anything, regulation ensured that tiny companies and the investors who focused on them lost the only advantage their size provided: flexibility. We couldn’t be agile, hire or fire incremental part-time labor to meet demand. We couldn’t scale as adroitly, and then, because compliance burdens were high, we couldn’t scale as fast. And a lot of great companies got lost in the pecking order of investment banking client privilege, where big wheels paid a lot for preferential treatment and everyone else was almost entirely ignored.

The tax code now rewards entrepreneurial business. Technology ensures that every single-person shop has the same reach as a sprawling 300,000-person enterprise. If you’re smart and open to the opportunities, you can outcompete the giant for the business you need to capture. Will you grow into a 300,000-person enterprise? Is that even your goal?

Admittedly, this is a riskier world for all of us. There are no safe lifetime jobs. You will have to reinvent yourself again and again. That’s the price of our digital world. The future is entrepreneurial. The future is venture capital. The future is in GameChanger Investing.

We have no idea what the next president’s favorite sectors will be, but we can see where technology and innovation is taking us. The future is up to us: private enterprise, open markets, we the people. Remember infrastructure back in 2017? Dead money. It was never “infrastructure week.” Someone’s going to rebuild, but it’s not the federal government. Look to private companies and communities to step up.

Think the big banks are going to soar once the chains of regulation come off? They’re already unchained. They have no idea what to do with their freedom. They’re too big, sitting ducks, stalled battleships. Buy nimble little next-generation financial companies. Buy fintech. Buy disruptors. Buy the local banks and credit unions that aren’t scared of changing up the business model.

Buy the companies that sell picks and shovels to the miners of the new economy. Business services. Outsourcing. Payroll processing. HR as a service. Marketing as a service. Commerce as a service. Buy any company that gives solo operators the power to pay as they go for essential business functions that the giants have whole departments to serve. Buy H&R Block. Business returns are the only future that a company has now.

Buy the insurers. Those stocks are loving this. Buy the most innovative pharma you can find and hang on. Buy wildcat shale. OPEC is dying. It’s going to take oil prices higher before it disintegrates. We’re a net energy exporter now. Buy liquid natural gas shipping.

Keep your eyes open. The real winner hasn’t been born yet. When you see it, pounce. We live in a world of challenges waiting for solutions. Solutions will come. The future is more agile. Self-driving taxis will always be on the go, never parking. We love our cars, but car sales are going to drop like a rock and never recover, taking the need for steel and aluminum with them.

Reinvent the mall. Reinvent retirement. Reinvent education. Reinvent housing. Accept the risk of failure because you will fail often. There is no return without risk. The new era revives the appetite for risk. Dare to do great things, fully knowing that you might publicly fail. Take chances.

Mixing It Up with Volatility

The average age of the U.S. population is going to start going down soon. Millennials and their kids are coming up. Remember what it was like to be young as a nation. Take some calculated risks. Scramble some economic eggs. Gamble a little money. Maybe you’ll lose, but with the right portfolio, you’ll be winning too. Show some conviction. Even if you’re old, you can play. Here’s how.

How GameChanging Stocks Feed the Future-Focused Portfolio

Society is always changing under the influence of new ideas or the new application of old ones. New products absorb market share that once belonged to other companies, or they create entirely new markets, siphoning money away from established areas of the economy. Somebody is always building a better mousetrap. That’s innovation at work.

Of course, the established mousetrap makers are vulnerable to this cycle because they’re the ones who lose market share to make room for better, more efficient, or simply more exciting competitors. When their once comfortable world gets disrupted, they need to match the innovator or, ideally, come out with something better. The winners are the ones who convince us that they’re doing the best job improving our lives.

Most people on Wall Street work extremely hard to anticipate change or at least stay out of its way. They’re afraid of backing companies that will ultimately lose the race to innovation. At its core, my investment strategy is all about identifying disruptive trends early enough for individual shareholders to back winners and participate in the rewards. Instead of fighting economic disruption or pretending it doesn’t exist, I see my role as getting disruption on your side.

The world is full of hopeful startups which have already managed to raise a little cash on the strength of a dream. The ones that excite me have already started to prove that their ideas are good enough to make an impact. They’re already showing signs of becoming the strong, stable companies of tomorrow, with futures bright enough to outshine any market volatility.

How do I find them? A true GameChanging stock must start with strong fundamentals and be in a position to benefit from various macro trends—or as I also call them, catalysts. Our expectations are realistic and reasonable. We aren’t allocating a single dollar to anyone whose idea hasn’t generated any money or evidence that it will. While a few of those ideas will ultimately triumph, most will simply vanish or get absorbed into another company when they run out of cash.

Never forget—every company is its founder’s dream. He thought he had a great idea and convinced other people to share it, but in the end at least 70 percent of start-ups fail. There’s no shame in trying and failing. We just don’t want to pour a lot of our money into failures without instituting some prudent checks to improve our odds.

Understanding Fundamentals

This term is thrown around quite often, but what does it really mean? “Fundamentals” are what make up the core story of a company. They tell me if a stock is a worthwhile investment or not. They generally include information such as earnings, revenue, assets, and liabilities, which we use to evaluate the tangible effect of the disruptive idea that drives a company. If there’s no tangible effect, you’re just throwing money at a dream.

The first thing I look for is earnings. To compensate shareholders, every company eventually needs to take in more cash than it spends. Plenty of great organizations operate under the assumption that they’ll change the world by distributing other people’s money. They’re called charities, and one of my goals here is to help you accumulate enough wealth so that you can comfortably give some away. Until that happens, however, I generally like to see positive profit expanding 10 percent or more year-over-year. I also want to see if quarterly sales are accelerating at a similar rate, both on an annual and quarterly basis.

Next on my list is price-to-earnings (PE) ratios. If you do any investment research on your own, it’s probably at the top of your list, too. While it’s a telling metric, it can also be trickier than it initially seems. At its most basic, PE will tell you if a stock is cheap or expensive compared with the market. Great companies can be too expensive to make money for us today. The S&P 500 currently has a PE ratio of around 18, so if a stock is well beneath that, it could hold substantial value. But a stock that comes in higher than that isn’t necessarily a bad buy. That’s why I drill deeper than the surface numbers. You can lose money just as easily with a value stock and make a lot of money with high-PE stocks—it’s all a matter of when you buy the stock and how long you hold it.

Another factor I look for is whether a company has a growing debt load. This is a major red flag, but keep in mind that there is no magic formula to determine how much debt is healthy—it varies from industry to industry. I typically invest in firms with relatively low debt-to-equity ratios because they add stability. It’s even better if a company has actively reduced its debt load in recent years. You’ll see me call this out as a selling point in my recommendations since it often highlights a proactive management team.

Return on equity, known as ROE, is another key fundamental that I track. This comes in handy when I calculate how profitable a stock is against its competitors. In its most basic form, ROE tells me how much profit a company generates with the money its shareholders have put in. ROE is a great tool if you want to separate the money pits from the cash cows. Typically I want to see a 15 percent or greater return on equity year-over-year.

So there’s your crash course in fundamentals! Now, let’s talk about how I find catalyst-driven opportunities, which is where I’ve made more of my personal wealth than anywhere else.

Cashing in on Catalysts

The conditions that materially affect your investments can change frequently. The big ones are trends like those we discuss in this book. They have a life cycle of their own, speeding up or slowing down in response to what’s going on in the company, society, and the world. These factors are catalysts. The list of potential catalysts is enormous.

We like to invest in companies that are speeding up. Maybe a new product announcement is coming that will blow away competitors, or maybe a corporate leadership change is moving a company in a better direction. Maybe a competitor just stumbled and now there’s vulnerable market share ready to capture. Someone in Washington may decide to fight for policies that give some types of business a lift or force others to carry a heavier regulatory load. There are so many potential catalysts that it’s impossible to list them all, but they can play crucial roles in how a stock performs.

I’ve made my own fortune spotting catalysts early and moving the money I had to make sure those disruptive events played out in my favor. I participated in the dot-com boom of the 1990s, remaining open to the most dynamic ideas of the era when the cash was flowing, and then, when it was clear who the ultimate winners would be, I put the profits to work in the next cycle of innovation.

Some of my biggest profits came from very simple observations. I noticed there was no television programming for Latinos in the United States. Univision, the only major Spanish-speaking channel, was an important cultural connection and entertainment medium that should have been commanding much higher advertising rates. (This is where my fundamental analysis came into play.)

I invested shortly after Univision’s IPO in 1997 and sold in 2001 when I saw competition like Telemundo becoming a real threat. When I was selling, the world started buying. That’s all right. Over those four years, the competitive landscape had already changed in our favor, creating a lot of wealth for investors who had their eyes open. And of course, I was in Apple early, back before the iPhone. But that was a long time ago.

Every Innovator Becomes the Incumbent

Innovation is the law of the Wall Street jungle. The companies that develop a competitive edge grow at an accelerated rate, rewarding the investors who backed future heavyweights early on. The companies that fail to keep up with the curve drift and eventually falter, sacrificing both market share and relevance.

For a generation, the information technology sector was the most concentrated innovation engine around. The personal computer revolution and then the Internet transformed the way we work, shop, communicate, and play. In the process, manufacturers and programmers became some of the richest people on the planet. Now, however, with billions of “smart” devices already in the field, the remaining sales opportunities are harder to capture. Margins have deteriorated to the point that major hardware makers are priced like consumer appliance companies, and if innovation doesn’t step up, even world-class brands will feel the drag.

Disruption breeds a new status quo, and successful revolutionaries eventually become the establishment. For those of us who want to stay ahead of the changes, the Silicon Valley status quo just doesn’t cut it anymore. As I said earlier, we’re not looking for companies that are already priced like giants; we want companies with spectacular futures that are priced like start-ups. That way, when the disruption comes around, it plays out in our favor. Let’s take a look at where a few of the disruptors of tomorrow—the real unicorns—are moving over the high-tech horizon and the potential opportunities they represent.


Avoid Chasing Someone Else’s Unicorn


I can already hear some of you asking, “But what about Uber? Airbnb? Snapchat?” and I understand the questions. These are some of the biggest innovators dominating Wall Street chatter right now. But unless you’re a venture capitalist, if a company is so far from turning its technology into a viable business that it takes years just to clear the IPO window, you’re probably not going to want to stick around for five to seven years for the payoff.

To be honest, I’m not sure any of the companies I’ve just mentioned will ever be true portfolio-transforming wins for new investors. They’ve raised so much private money that they can build their businesses to relatively mature levels before they hit the public market.

Furthermore, to make the late-stage venture capitalists happy, they need to debut for substantially more than they were worth in the last funding round. Uber, for example, needed to go public as an $82 billion stock, practically what Ford and General Motors are worth put together. Since GM earns its valuation on roughly one hundred times the revenue base that Uber currently commands and is generally a profitable enterprise, Uber still has to grow into its valuation before any but speculators can take it seriously.

It’s an open question whether there’s even enough room in the automotive market for Uber to justify its price. Uber already captures 70 percent of all the money flowing through the pay-per-ride industry. To boost its revenue one hundred times and stand up to GM, it’s going to need to crush all the companies fighting over the remaining 30 percent, and then expand the market itself by 9900 percent. That means signing up another ninety-nine customers for every one person currently using Uber cars. My math says there simply aren’t enough people, and certainly not enough who are willing and able to pay to get driven around.

We faced this challenge in the dot-com days. A company with a strong growth curve is clearly disrupting its economic environment, but you can’t extrapolate that curve into the future forever. Sooner or later, usually within a few years, that growth rate will flatten out as the disruptive idea either becomes the new status quo or attracts competitors convinced that they can do what you’re doing better.

And sometimes the curve simply hits a hard wall. Americans generally eat one breakfast a day. If you’re already serving 300 million breakfasts every morning, you’ve done extremely well, but you’re also on the edge of running out of mouths to feed. Investors who project your historical growth rate beyond that point to justify a future stock price are just fooling themselves. The time to buy into that universal breakfast stock is early on, maybe when it’s barely one-tenth or even one-twentieth of its current size. When it has already conquered the world, there’s no place left to go.

The trends we discuss in this book, on the other hand, are a long way from becoming a universal breakfast. While a few early movers in each field have already started disrupting the way money moves through the global economy, the really deep social effects are still years or even decades down the road. That gives early movers room to grow.

It also gives the next generation of improvers a little time to let the early movers lay the initial groundwork for the truly dazzling industries of tomorrow. Today those companies are barely dreams, if they exist at all. The future is where they’ll prove their worth and generate wealth.
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