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Welcome, and congratulations! 

You’re reading a book you can’t find anywhere else: not on Amazon, 

not at Barnes & Noble, and certainly not at your local public library. It was 

written exclusively for members of our Dollar Trade Club.

The fact that you’re reading it means you’re serious about securing 

your financial future. You want the tools to navigate the investment world 

with ease. And you want to avoid the costly pitfalls so many other investors 

fall victim to.

We’re here to help.

I’m Alan Knuckman, one of the cofounders of Dollar Trade Club. I 

got my start in the trading pits in Chicago, where I watched fortunes get 

made and lost every day. Along the way, I learned to recognize the signs 

pointing to where the markets would go next. In this book, I’ll teach you to 

identify the same signals that powered my success—helping you navigate 

the ups and downs like a pro.

Joining me is Zach Scheidt, a former hedge fund manager. At the height 

of his career, he was managing $20 million in clients’ money, as well as $20 

million of his company’s own funds. Keeping his clients happy meant rec-

ognizing opportunities before anyone else and taking maximum advantage 

of them. Today, he’ll tell you how to apply those same techniques to boost 

your personal wealth.

INTRODUCTION



2 THE BULL MARKET MANIFESTO: 41 INSIDER TRICKS TO RAPIDLY GROW YOUR NEST EGG

Together, we’ll share strategies and actionable plays that can help you 

accelerate your retirement dreams. You’ll discover:

•  Secrets straight from the most successful traders of all time, in-

cluding knowledge I picked up working right next to the “Michael 

Jordan of trading.”

•  Zach’s little-known trick that could add thousands of dollars to 

your portfolio month after month. 

•  How to get your piece of the driverless-car revolution, thanks to 

the tiny company behind the wheel. (I bet you’ve never heard 

its name.)

•  The one dirt-cheap company that could single-handedly solve 

America’s opioid crisis. (This company is 1/500th the size of 

healthcare giant Pfizer.)

•  Details on the $2 Alaskan mining company that holds the keys 

to the world’s largest undeveloped gold deposit. It has the po-

tential to supercharge your retirement for years to come.

•  And many more ways to earn the retirement of your dreams. 

In all, you’ll discover over 41 specific strategies you can use to rapidly 

grow your nest egg. 

Of course, a lot of hard work went into creating this book. So I’d like to 

thank some of the people who helped ensure you get the best research and 

analysis we can deliver. Thanks to our project leaders, Rick Singer-Barnard 

and Davis Ruzicka; our production manager, Ali Glenn; our designer, 

Andre Cawley; our head publisher, Matt Insley; and our research associates: 

Jonathan Rodriguez, Patrick Goodrich, Patrick McKelvey, and Jody Chudley.

Together, we’ve created a reference book unlike any other—a how-to 

guide for joining the ranks of the ultrawealthy. So let’s get started!

Regards, 

Alan Knuckman

Editor and Cofounder, Dollar Trade Club
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P A R T  I
Alan Knuckman’s Fast-Cash Trading Tips—

Straight from the Trading Pit

This section details Alan Knuckman’s 25 years of trading-floor experience. 

He shares his first-hand knowledge of how professional traders make 

money again and again and reveals the best tips for making fast cash in 

today’s markets.
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TRADING-FLOOR SECRETS THE PROS 
DON’T WANT YOU TO KNOW

How does a kid from a Michigan mining town grow up to become one of 

the most in-demand financial analysts today? 

I sometimes wonder that myself.

Born in Marquette, Michigan, I left for the big city to pursue a career 

in finance. I started as a desk clerk for the Chicago Board of Trade (CBOT) 

and worked my way up to the trading floor as a pit trader. It turns out I 

had a knack for identifying trading patterns, and I developed strategies to 

take advantage of them.

As I grew more successful, I moved up the corporate ladder. Before I 

knew it, I was being asked to appear on financial-news programs to share 

my market insights. 

These days, it seems hardly a week goes by when I’m not being inter-

viewed by Fox Business News, Bloomberg, or CNN.

I’ve been in this business for over 25 years. Over that time, I’ve seen 

the industry undergo a lot of changes. One of the most important has 

been the rise of individual retail investors: everyday people like you who 

now have access to tools and strategies that only the elite used to have. 

It’s changed the game completely by putting more power in your 

hands than ever before.
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The only thing holding individual traders back is sheer lack of experi-

ence. They don’t know how to avoid the pitfalls seasoned pros learned to 

overcome years ago. And they don’t understand all the tricks and strategies 

at their disposal. 

So I’d like to give you an overview of what trading used to be like, how 

it’s changed, and why now is one of the best times to get into investing.

BACK THEN, ANYONE COULD DO IT

As I said, I got my start on the CBOT. Back then, you didn’t need much 

formal education to become a floor trader. A decent financial background 

helped, but there weren’t college courses for it or anything. There weren’t 

that many trading books, either. I worked with guys who had Ivy League 

educations, and I also worked with guys who didn’t even finish high school.

So you really just kind of fell into the job.

Everyone started as a runner, which is just what it sounds like. If you 

wanted to buy an investment—stocks, options, futures, whatever—before 

the internet was around, you needed to call your broker. The broker would 

call a desk on the trading floor. That desk would write down the order, 

hand it off to a runner. The runner would run it to the corresponding 

trading pit.

It wasn’t easy. You had to find the right broker on the floor. If it was a 

commodities order, the runner had to find the right month because there 

are different trading months. From there the broker would buy or sell ac-

cordingly, write down what price they bought or sold at, then throw the 

order on the floor. A runner would come by, pick it up, bring it back to 

the desk. And then the desk would call your broker, and the broker would 

call you.

So that’s how I learned the business. From there I became a phone 

clerk, then a pit clerk, and I stuck with it long enough that I eventually 

learned the ropes to become a trader myself.

If you’ve seen old movies of life on the trading floor, you’ve probably 

seen all the yelling and screaming, the waving of hands. Every gesture 

meant something, representing money moving back and forth as buyers 



TRADING-FLOOR SECRETS THE PROS DON’T WANT YOU TO KNOW 7

and sellers tried to get the best prices they could. But it was not nearly as 

glamorous as it looks. In fact, it was often quite monotonous. 

You were limited to a specific investment. I was authorized to trade 

bonds, which meant I was spending my days stuck trading Treasuries. 

Becoming a floor trader also meant a lot of stress. When I became a 

floor trader, you needed to pay $5,000 a month to lease your seat on the 

floor. You had to have a clerk, and you had to pass a test. So there was a 

cost to entry, and not everybody was cut out for the job. I’d say for every 

10 guys that tried floor trading, nine would lose all their money.

It was kind of like being a baby turtle going out to sea. You’d watch 

your fellow turtles get picked off by seagulls or eaten by fish. And you had 

to wonder, how can I avoid being next?

I think the biggest surprise to me—something only a few people probably 

realize—is that being a floor trader didn’t involve trading in the normal sense.

FLOOR TRADERS DON’T TRADE 

When an everyday investor buys an investment, the price they pay is de-

termined by two forces: the bid and the offer. The bid is what someone is 

willing to pay for the investment, and the offer is how much someone else 

wants to receive for it. In most cases, the price you’ll pay is somewhere 

in the middle.

But as a floor trader, I could buy and sell at the actual bid and offer. 

So I found success through scalping: getting in and out of trades at better 

prices than the folks around me.

In the bond markets, the difference between the bid and the offer is 

one tick. And each tick is worth $31.25. By standing next to a big order 

filler or a big bank making a lot of trades, I could scalp ticks with every 

trade I made. Make $31.25 per trade a hundred times a day, and you end 

up with a lot of money. The bigger guys didn’t mind, because I provided 

liquidity, helping them execute their trades.

So it wasn’t really about being a good trader. It had nothing to do with 

skill. I learned that what mattered more was the relationships you made 

with the guys in the pit. After all, these were the folks who gave you the 

edge you needed to make money.
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And remember, we’re talking about small sums of money here. The 

goal was to make little bits at a time and let it add up.

Another important lesson was that there was always someone with 

more money than me, meaning they could hold a larger position than me 

and drive the market. I learned to look for slow but steady orders that 

usually meant the market would swing that way.

Of course, floor traders are a dying breed now. There are still a handful 

left because some options strategies require guys on the floor to do it more 

efficiently than a computer does. But there used to be 10,000 guys down 

on the floor. Now there are a couple thousand at most. 

Instead, today just about anybody can trade on their computer. Just 

click a button and get your buy or sell price instantly. You can trade any 

market any direction any time.

To be honest, I think people who learn to trade on a computer are 

missing something. You don’t feel the money flow. You don’t feel the orders 

coming in and out of the pit. You don’t feel the energy of the markets 

moving up and down. You don’t get the noise. 

On the other hand, you have more opportunities now than you’ve 

ever had in history. 

Today, an internet connection gives you access to tools and analysis 

that 20 years ago only the biggest investment banks had. They give you the 

power to put probability on your side, increasing your chances for success.

Technology has also changed the very nature of investing. We used 

to lump people into two categories: investors and traders. Investors buy 

something and hold it for as long as possible. Traders jump in and out of 

positions as prices move. 

I don’t think investors can succeed anymore. You can’t buy some 

shares of stock, throw them in a drawer, and forget about them. Technol-

ogy has changed so much that the life cycles of companies are so short. 

You need to make your money when you can. You need to plan things 

like how much you want to spend on a position, when you want to exit, 

and how much you want to get out of the trade. 

To help do that, I created a list of 10 rules every trader should follow. 
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(I will reiterate many of these rules in future chapters.) 

10 RULES FOR TRADING SUCCESS 

1.  Always buy investments in multiples of two, which allows more 

money-management options.

2.  Decide how long you want to be in a position. If it’s a stock, it 

could be months or even years. With stock options, your time 

will be a matter of months at most, possibly as little as a few 

days. This doesn’t necessarily have to be the day you’ll sell the 

position, but it is the day you will decide whether your reason 

for buying in the first place still stands.

3.  Always use a limit order for buy orders.

4.  If you buy stock options, plan to close positions by noon on 

Friday of expiration day.

5.  Place a mental stop loss at 50% on every position. That is, 

strongly consider selling if you’ve lost half your money on a 

play. Don’t keep holding on unless you have a concrete reason 

to believe the price will recover.

6.  If your position gains around 100%, consider selling half.

7.  If you sell half for a gain, place a stop loss on the second half of 

the position at your buy price.

8.  Don’t gamble on daily movements. Stick to a trading system. If 

your thesis does not pan out, exit. If you have profits, take them.

9.  Never forget that investing and trading involve the risk of loss. 

Never use money you can’t afford to lose.

10.  Plan your trade, and trade your plan. Don’t deviate from the 

system.

You can also look for ways to gain an edge on other investors. As I 

explained, when I was a floor trader, I got my edge simply by being near 

traders with deeper pockets. I lost that particular edge when I gave up 
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working in the trading pits. But I found a tool that offers the next best 

thing.

I call it the Weekly Paycheck Indicator (WPI). It’s a patent-pending 

computer program that identifies stocks that are just days away from 

making major moves.

It does that by looking for unusual spikes in option-trading volume. 

Options react sharply to changes in stock prices. If you can’t tie the op-

tions spike to public news or a widely reported rumor, it’s a good bet 

someone is trying to cash in on a story no one else knows yet.

The WPI is just of the many tools I use to track the markets, and it’s 

not available to the public. I’ve licensed the technology to be able to use 

it for my readers, many of whom have used my advice to score big profits.

I only learned about the WPI thanks to a good connection I had. It just 

shows that who you know is still an all-important factor when it comes 

to making money.

But now that you know me, where I came from, and what I can do for 

you, I hope to be an important factor in your financial future.
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HOW TO TURN A SINGLE-DIGIT STOCK MOVE 
INTO A SEVEN-FIGURE FORTUNE

Remember today’s date, because just seven days from now, you may be 

collecting a triple-digit win from the stock market—all from a simple single- 

digit price swing. 

And you’ll have a chance to do it again next week, the week after, 

and really, every week thereafter for as long as you want. As your wealth 

builds and compounds, you’ll fondly recall this as the day it all began.

Those are bold claims, I know. But in this chapter, I’ll tell you ev-

erything you need to know to make it possible. By the time we’re done, 

you’ll have a blueprint you can use for a chance to earn all the money you 

need for retirement in just three weeks. As you’ll soon find out, taking 

advantage of these small swings in price can be greatly magnified with a 

relatively new financial instrument called options.

Never heard of options? No sweat!

Or maybe you have heard of options but have never used them. 

Either way, I will show you how this simple financial tool can be used 

to maximize your portfolio and take your trading to the next level, allowing 

you to make huge returns on your investments from a massively misunder-

stood financial instrument.
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A BRIEF EXPLANATION OF OPTIONS

A stock option—or just an option, for short—is a tradable contract that 

gives you the right but not the obligation to buy or sell a specific under-

lying financial instrument at a specific price within a set period of time.

That’s the technical definition. But really it’s not as complicated as it 

sounds.

Stock options trade alongside stocks on major exchanges. In fact, 

you can buy them from just about any stockbroker. (But you may need to 

apply for permission with your broker to be able to trade them.)

Options are designed to move along with the stock price but to a 

much greater degree.

Here are the basics:

•  A stock option’s price fluctuates just like a stock’s, meaning you 

can buy one now and sell it at either a profit or loss down the 

road. An option’s price is called the premium.

•  Every option is tied to a specific stock, known as the underlying 

stock.

•  Every option has a strike price: a fixed dollar amount that rep-

resents where investors think the underlying stock’s price will go.

•  An option’s premium (price) at any given moment depends on 

how the option’s strike price relates to the underlying stock’s 

current price.

•  There are two types of options: calls and puts. A call option’s 

price rises when its underlying stock’s price rises. A put option’s 

price rises when its underlying stock’s price falls.

•  Every option has an expiration date, a set day when the option 

becomes worthless.

So your goal is pretty simple: you buy options on a stock you believe 

is about to see a significant price move. 

If you think the stock’s price will rise, buy call options. A call’s price 

rises as the stock’s price does. If you’re right, you’ll be able to sell your 

call for a profit. 
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If you think the stock’s price will fall, buy put options. Puts go up in 

value as the stock’s price goes down. In other words, the farther a stock’s 

price drops, the bigger your profits could be.

The tricky part is that your prediction must come true before the op-

tion expires. However, you can buy options with a variety of time limits, 

from a few weeks all the way to a few years.

First, though, you might be wondering why to bother with options in 

the first place. 

UNLEASH THE POWER OF LEVERAGE

Options are low-cost investments that have oversized reactions to small 

price moves. You can make big profits if a stock is going up—and if it’s 

going down. It all comes down to leverage. 

As I said before, stock options are leveraged instruments, meaning 

they’re low-cost investments that have oversized reactions to small price 

moves.

Let me explain. Each option you buy technically covers 100 shares of 

stock. However, the options cost a fraction of what you’d pay to buy the 

stock outright. 

Let’s say a stock is trading for $20 a share. You’d have to pay $2,000 

to buy 100 shares. But an option on the same stock with a $20 strike price 

would be much less expensive. While the price would depend on market 

conditions, it’s entirely possibly you could buy the options for just $50.

Thanks to leverage, your potential gains are higher too. Let’s say the 

stock’s price goes to $22 a share, representing a 10% gain from its original 

price. Not too bad, but remember that an option’s value is linked to its 

underlying stock’s share price. 

With the stock at $22, the option will be worth a minimum of $200. 

That’s a gain of 300% on your original investment. You’ve quadrupled 

your money from the same price move in the same stock in the same 

amount of time!

Of course, leverage can also work against you, but using options limits 

the damage.
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SLASH YOUR RISK BY 50–75%

Let’s say that $20 stock falls to $18. 

If you bought a call option on that stock with a $20 strike price for $50, 

its value is going to plummet as the stock falls. In fact, it could lose all of 

its value. When it expires, the $50 you paid for the option will disappear.

On the other hand, the money you paid for the option is your max-

imum risk. Imagine how much more you would have lost if you had 

bought the stock outright. You would have paid $2,000 for the stock. It’d 

now be worth $1,800. You’d have lost $200. Essentially, buying the stock 

option slashed your total cash at risk by 75%.

Buying put options also helps you reduce your potential losses. Re-

member, put options rise in value as their underlying stock falls. The only 

other way to directly profit from a falling stock price is to short sell it: 

where you borrow shares, sell them, then re-buy them later . . . hopefully 

for a lower price.

Let’s say a stock is $20, and you expect it to fall to $18. Assume you 

can buy a $20 put on the stock for $50. Every penny the stock falls below 

$20 should increase the value of your put. If the stock falls to $18, your 

put will be worth at least $200—again, quadrupling your money.

If, however, the stock rises, your option will lose value. It’s possible 

it could expire worthless, making the $50 you paid for the option vanish.

Still, it’s better than the alternative. Let’s say you shorted 100 shares 

of the stock when it was trading for $20. Borrow the shares and sell them, 

and you’ll pocket $2,000. If the shares fall to $18, you can repurchase 100 

shares for $18 and return them to your broker. You’ll be left with $200 for 

your efforts, exactly how much the put option brought in.

But if the stock rises instead of falls, you’ll need to pay money to get 

out of the trade. If the stock hits $23, you’ll pay $2,300 to close the trade, 

losing $300. At $25 a share, you’ll be out $500. If you’re still in the trade 

when the stock hits $30 a share, you’ll need to pay $1,000 to exit.

With put options, your risk is always capped at what you put into the 

trade. In this example, your risk was always capped at $50. That’s the 

power of options. By incorporating these simple financial tools into your 
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everyday investing strategy, you can leverage your returns by a magni-

tude of 10.

And by capturing small moves in stock price, you can turn your port-

folio into a seven-figure fortune in no time. In fact, with a little luck, you 

can use options to deliver your dream retirement in as little as three weeks.

THE THREE-WEEK RETIREMENT BLUEPRINT

As I mentioned, you can buy options with a variety of expiration dates. 

Typically, every stock option expires the third Friday of the month. But 

more and more stocks are being covered by contracts that expire every 

Friday. You can only buy them a few weeks before their expiration. That 

means you’re in and out of the play in a matter of days.

Because they have such a short life, their prices can be volatile. You 

could buy in for a few cents, only to see the price jump several dollars a day 

or two later. That’s why I sometimes think of them as fast-cash contracts. 

Weekly options have become some of the hottest investments on Wall 

Street, and it’s easy to see why. With the right plays and a little luck, you 

could use them to quickly rack up a fortune.

The trick is to identify a stock that looks poised for a fast move. Buy 

some weekly options on it. If your analysis was right, you’ll collect a nice 

gain. Identify another stock set to move, and use your winnings from the 

last trade to take a bigger stake in the new stock’s weekly options.

Consider this string of wins. On October 31, 2017, you could have 

bought weekly options on ION Geophysical Corp. for 10 cents. By Novem-

ber 3, they were selling for $3.40. A $100 investment would have turned 

into $3,300.

Let’s say you then realized Roku Inc. was set to surge. If you had thrown 

caution to the wind and invested your $3,200 profit in the company’s weekly 

options, you could have reaped $89,600 when your prediction came true. 

Finally, you saw good news coming for Time Inc. You could have used 

your $89,600 to buy its weekly options. A few days later, you’d have had 

$2.5 million.
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Obviously a lot had to go right for this plan to work. And you should 

never make such huge bets on single options plays. My point is just to 

show you how weekly options can quickly magnify your wealth. 

If you give stock options a central role in your investment strategy, 

you could have all the money you need for retirement—and more— 

before you know it.
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HOW TO TRADE LIKE A PRO: TIPS AND 
STRATEGIES TO GROW YOUR WEALTH

If you’re just starting out as an investor, you might find yourself tempted 

by one of Wall Street’s costliest myths. So in this chapter, I’ll share ways 

to make sure that doesn’t happen.

The myth has gone by many names over the years, and it’s kept alive 

by profit-hungry investment companies hoping to collect big fees. Most 

recently they’ve been calling it passive investing.

Passive investing involves putting all your money into index funds: 

investment vehicles that match the performance of major stock indexes. 

These indexes have a habit of rising over the long term, so you’re encour-

aged to sit tight and wait for the profits to roll in. 

Investment companies love passive investors because having them as 

clients means a lot less work for them. They just take the clients’ money 

and put it in funds. Managing each fund is a piece of cake, too. They just 

replicate any changes in the indexes that the funds track. The fund man-

agers collect fees for this low-level caretaking.

The myth that drives this racket is that individual investors can’t out-

perform the stock indexes. That is, you can make more money in an index 

fund than you can buying and selling stocks on your own. To be fair, 

studies do show that on average, individual investors would be better off 

in index funds. But few people understand why. 
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The simple fact is that on average, individual investors make stupid, 

emotional decisions that wreck their results. But you can be better than 

average.

BE BETTER THAN AVERAGE

If you want better returns that other investors, you just have to approach 

the markets like the pros do. For one thing, many new investors think 

they need to immediately fill their portfolio with stocks. Bad move. You 

always want some money standing by in case opportunities present them-

selves later. Instead, buy small positions in a few stocks to start. If you 

have more confidence in one stock over another, feel free to take a bigger 

position in it.

Just remember that profits are never guaranteed, so don’t bet too 

much on a single stock, no matter how confident you are.

To control how much you pay for the shares, use a limit order. A limit 

order is one of the two most basic instructions you give to your broker. 

The most basic of all is a market order. 

A market order tells your broker to buy a stock as soon as possible at 

the best price they can find. When you use a market order, the price you 

pay for the stock is completely out of your hands.

A limit order, however, sets the maximum you are willing to pay for 

a stock. Your broker only initiates the trade if they can get you the stock 

at your limit price.

Say a stock is selling for $10 and you think that’s a fair price for it. You 

tell your broker to buy 100 shares of the stock with a $10 limit. 

Let’s say the stock suddenly jumps to $10.15 when you submit your 

order. Since $10.15 is above your $10 limit price, your broker will not ex-

ecute the trade. The order will stay in your broker’s system until the stock 

trades at $10 again. The second the price hits $10 again, the broker will 

buy the shares for you.

Keep in mind that the limit price sets your maximum price. If the 

stock were selling for, say, $9.80 when your order goes in, the broker will 

immediately initiate your trade. Assuming the price is still $9.80 when 
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the order hits the exchange, that’s how much you’ll pay for the stock.

None of this may sound like a big deal, but these examples are just for a 

single share of stock. If you’re buying 1,000 shares, you’re talking about the 

difference between paying $10,000, $10,150, and $9,800. Even if you’re 

starting small, it’s a good idea to get in the habit of using limit orders. 

When making a limit order, you have to choose between a day order 

and a good-till-canceled (GTC) order. 

A day order stays in your broker’s system until it is either filled or the 

trading day ends. Using our example above, if the stock doesn’t trade for 

$10 or less before the market closes, your broker will simply cancel the 

order at the end of the day.

As you might expect, a GTC order stays in effect until it is filled or you 

tell your broker to cancel the order. If you use a GTC order, keep an eye on 

it. You don’t want to buy a stock weeks after the fact because you forgot 

to cancel a standing GTC order. (Look for an “Order Status” or similar 

button on your broker’s website.)

Here’s another smart an easy strategy the pros use.

BE READY TO GO HALF-AND-HALF

When placing your order with your broker, buy even numbers of invest-

ments. Don’t buy one stock share; buy two. Don’t buy five stock shares; 

buy six or ten. Buying shares in even lots is a very simple money-manage-

ment strategy.

Let’s say a stock you bought for $10 is now worth $20. You’ve doubled 

your money. Congratulations! But you now have a difficult choice. You 

can keep holding the stock and hope its price doesn’t fall, or you can sell 

to collect your profits and risk missing out on future price moves. 

Having an even number of shares increases your options. You can 

still hold the entire position or sell it. Or you can choose to sell half your 

position and let the rest ride.

Let’s say you bought 100 shares of that $10 stock, spending a total of 

$1,000. At $20 a share, your position is now worth $2,000. Sell 50 shares, 

and you’ll get $1,000, essentially meaning you’ve broken even on your 
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trade so far. No matter what happens, you’ve guaranteed yourself a profit. 

If the stock shoots to $25, you can sell your remaining 50 shares and 

collect $1,250 on top of the $1,000 you collected. That’s an additional 

125% gain.

Now think of how this helps in a downswing. If the stock falls back 

to $10, you can sell your 50 shares for $500, good for a total return of 

$1,500. And if the stock collapses all the way to $1 a share, your return 

drops to $1,100, which is still a profit.

You don’t have to wait for the stock to double to sell half your stake. 

You can take money off the table at any time to lock in gains, leaving the 

other half of the position to run as high as it can.

There are other easy-to-use tools you can use to protect your gains or 

prevent losses from getting out of control. Perhaps the most powerful are 

limit and stop orders, which allow you to not have to watch your investments 

every minute of the day. 

I already told you how limit orders help you control how much you pay 

for an investment. But they can also help you sell for the price you want.

First is a basic limit order. It’s simply an instruction to your broker to 

sell your investment when it hits a certain price. Let’s say you’re holding 

a stock that’s trading for $9.50. With a sell limit order, you can tell your 

broker to sell the stock when it hits, say, $10. You also have the choice of a 

day or GTC order. By setting a GTC sell limit order, you’re telling your bro-

ker to sell the stock as soon as it hits $10, no matter how long that takes.

Keep in mind that a sell limit order specifies the minimum you’re will-

ing to accept for the stock. If the stock is trading for $9.50 and you set a 

sell limit order for $9, your broker will initiate the trade right away. That’s 

because $9.50 is above the sell limit price you set. So sell limit orders are 

just a way to automatically take profits when a stock hits your price target. 

To protect yourself from losses, you can use stop orders. 

AN EASY WAY TO LIMIT POTENTIAL LOSSES

A stop order tells your broker to sell a position if it falls to a price you 

specify. Your broker will try to get you the best possible price once your 
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stop price is hit. Say the stock is trading for $9.50 and you give your 

broker a stop order to sell if the price falls to $9. The order won’t trigger 

unless the stock price falls to $9 or below. Your broker will then sell your 

stock at the going price.

Keep in mind that you might receive less money than you specified 

in your stop order, especially if the price is falling fast. In our example, 

the stock’s hitting $9 tells your broker to start selling your shares. If the 

price continues to fall in the meantime, the best price your broker can find 

when he executes your trade could be, say, $8.75 or less.

If you want to get out at an exact price, you can use a stop limit order. 

A stop limit order doesn’t trigger until the stock hits a price you specify. 

Then it becomes a sell limit order, meaning your broker will not sell your 

stock until they can get your specified price.

Let’s say your stock is trading for $9.50 and you set a GTC stop limit 

order at $9. The order stays in your broker’s system. A few days later, the 

stock price falls to $9. Your broker will immediately try to sell your posi-

tion for $9 a share or better. If the price keeps falling below $9 after your 

order is triggered, your broker won’t take action until the stock trades 

above $9 again.

With a stop limit order, you can actually specify two price triggers: 

the price that triggers the order, and the limit price you want to sell the 

stock at. 

Say you want your stop limit order to trigger at $9, but you want to 

actually sell the shares for $9.10. The order stays in your broker’s system 

until the stock falls to $9. But your broker doesn’t place a trade yet. All 

they do is activate your $9.10 limit order. In other words, your broker 

won’t sell your stock until the price recovers to $9.10 a share.

Notice the danger here, though. If the stock price never recovers, your 

limit order will never trigger. The stock could just keep falling, taking 

your money with it.

So, in general, a simple stop order is usually a better way to go. Occa-

sionally you may get out of your position for less money than you hoped, 

but at least you’ll get out. 
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But if you want to take all the worry and guesswork out of selling, you 

should strongly consider a trailing stop order. 

COMPLETE RISK CONTROL IN ONE STEP

Like the other orders we’ve talked about, a trailing stop order is an instruc-

tion for your broker to automatically sell your stock if it falls to a specified 

price. The difference is that the trailing stop adjusts as the stock’s price 

increases.

You can make the trailing stop a dollar amount or a percentage. To 

maximize your gains, I recommend using a percentage.

Let’s say you own a stock currently trading for $10. To protect your-

self from out-of-control losses, you set a trailing stop order with your 

broker. Let’s say you make the percentage 10%. That order stays in your 

broker’s system and will not trigger unless the stock’s price falls to $9—a 

10% drop from $10. You’ll get about $9 a share when the stock is sold. It’s 

a loss, but at least you’re not at risk of losing even more in the position.

But let’s say the stock doesn’t fall. In fact, the day after you buy it, a 

takeover rumor sends its shares to $11. Your order to sell the stock if it 

falls 10% still stands. Only now, your broker will sell your position if it 

falls to $9.90 (a 10% fall from $11). 

If the stock’s price keeps rising, so does your trailing stop. If the stock 

is trading for $14 by the end of the week, your broker will initiate the 

trade if the price falls to $12.60 (a 10% fall from $14).

Now let’s say that after hitting $14 a share, the takeover rumor proves 

untrue. The share price falls to $13. But the trigger for your trailing stop 

remains at its highest price—$12.60 in our example. It will never go lower. 

If the stock price recovers, it could go higher.

Trailing stops are the best way to preserve your profits by limiting 

your risks while also greatly improving your odds of selling for a profit. 

Keep in mind that you don’t want to set your trailing-stop percentage 

too low. In volatile markets, a stock could easily fall 10%—knocking you 

out of the play—and quickly recover. Bigger trailing stops—say, 25%—

help you absorb volatility.
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Professionals use all of the tricks I’ve talked about to outperform the 

major indexes, and you can use them too.

To quickly review, don’t invest all of your money at once. Save some 

dry powder for future opportunities. Use limit orders to make sure you 

don’t pay too much for a stock. And place trailing stop orders to limit po-

tential losses and lock in gains.

Used correctly, these tips and strategies will make sure you do much 

better than passive investors could ever dream. And you’ll be helping bust 

one of Wall Street’s most pervasive myths: that individuals aren’t smart 

enough to beat the markets.
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WEALTH SECRETS OF THE  
RICH AND FAMOUS

One of the first lessons I learned as a floor trader was that success often 

depended on who you were standing next to. And when it came to bond 

trading, the man you wanted to be near was Tom Baldwin. 

Tom was nothing less than the Michael Jordan of trading. On a given 

day, he could trade as many as 20,000 contacts—totaling $2 billion or 

more. The Wall Street Journal once said he had the power to move the 

bond markets all by himself.

Tom had his share of quirks, though. I recall he wasn’t very well liked. 

He was also a little superstitious, wearing the same “lucky” tie for seven 

years straight. But I don’t think luck played a big role in his success. He 

just had the traits necessary to succeed and paired them with very smart 

strategies.

For one thing, he was fearless. He knew what he was doing, and he 

knew he would come out ahead in the end. Even if he lost big, he didn’t 

dwell on it. He moved on to the next trade expecting to make back his 

money and more. (The ability to take a loss and keep going is probably 

the #1 trait shared by the world’s most successful investors.)

Importantly, Tom didn’t move on to the next trade right away. That 

was another key to his success: patience. He didn’t worry about missing 

the next big up move or sweat the moment a trade started heading south. 
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He picked his entry and exit positions carefully.

I got to see Tom in action on the trading floor, and I like to think I picked 

up some tips just by watching him work. But I’ve also studied the tricks and 

strategies of other top traders, letting their wisdom help guide me to suc-

cess. Some of their secrets could help you become a better trader too.

Take Warren Buffett. 

SAGE WISDOM

Many people consider Warren Buffett a long-term investor who focuses 

on value. That is, he likes to buy companies with great balance sheets 

and hold them as long as possible. But while buy-and-hold is definitely a 

large part of Buffett’s strategy, he’s also quite good at short-term trading. 

What’s amazing is that some of his trading success is rooted in the same 

principles he uses to choose his long-term investments.

For instance, he cautions investors to “never count on making a good 

sale. Have the purchase price be so attractive that even a mediocre sale 

gives good results.” In other words, the most important thing is to get in 

at a good price and not be afraid to sell at a mediocre price. If you did 

the first part right, you should be happy even if the trade didn’t deliver as 

much profit as you originally hoped.

Perhaps Buffett’s best-known quote is “Be fearful when others are 

greedy and greedy when others are fearful.” I touch on this sentiment in 

other chapters, but it’s worth examining here because a lot of investors 

get this idea wrong. 

Read a certain way, it might sound like Buffett is recommending you 

bet against trends and momentum. That is, if everyone is buying some-

thing, you should avoid it all costs. And the best time to buy a stock is 

when its price is falling. That can be a useful way to approach long-term 

investing, as Zach Scheidt and I also touch on in this book. But it could be 

the wrong lesson to take in short-term investing. Sometimes the crowd is 

right in the short term.

Ray Dalio, the CEO of the world’s biggest hedge fund, phrases it much 

better. He says successful investors “have to bet against consensus and be 
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right.” In other words, it’s not enough to be contrarian, meaning doing 

the opposite of what everyone else is doing. There has to be something 

backing your contrarian view. 

If people are being greedy, don’t be afraid to go against the crowd. But 

have an actual reason to believe the crowd is wrong this time. (Of course, 

the reverse is also true. Don’t be greedy just because the crowd seems 

fearful. There could be a good reason for the fear.)

Another pretty astute piece of wisdom from Dalio is to “recognize 

opportunities where there isn’t much to lose and a lot to gain, even if the 

probability of the gain happening is low.” 

I can’t think of a better way to describe the options markets. A lot has 

to go right to make big profits with options. If it does, you could multiply 

your initial investment in months, weeks, even days. And since options 

tend to cost a fraction of the investments they cover, you don’t have much 

to lose.

Dalio said something else I’ve taken to heart, though probably not the 

same way he meant it. 

SUCCEED THROUGH DIVERSITY

When cautioning investors to diversify and invest in moderation, he sug-

gested investors limit themselves to “15 or more good, uncorrelated bets.” 

He means your positions shouldn’t rely on the same forces to be profitable. 

If you think oil prices will rise, choose one vehicle to play it—say, oil stocks 

or oil futures, but not both, because then you’d have two investments tied 

together. Sure, if you’re right about oil, you’d double your gains. But if 

you’re wrong, you’d double your losses.

But what he said could also mean you should employ different mar-

ket strategies. Famed hedge fund manager Paul Tudor Jones put it even 

better when he said, “If there was one formula, one way to do it, we’d all 

be zillionaires.” 

You can’t just use a single strategy and expect to succeed. You need 

to approach the market from different angles to maximize your chances 

at profits. That way, if one strategy isn’t working or just stops working, 



28 PART I: ALAN KNUCKMAN’S FAST-CASH TRADING TIPS—STRAIGHT FROM THE TRADING PIT

you won’t be sunk. You can funnel your money into the strategies that are 

working.

That’s one of the biggest benefits of Dollar Trade Club, the daily in-

vestment-research email service I cofounded with Zach. We come from 

two very different financial backgrounds, which means you’re getting 

more than one perspective on the market.

What I like best about Paul Tudor Jones is his open acknowledgment 

that he uses both fundamental and technical analysis to choose where 

to put his money. Fundamental analysis looks for value in a company’s 

balance sheet, while technical analysis looks for signs of impending price 

moves in a stock’s chart. 

Jones says, “While I spend a significant amount of my time on ana-

lytics and collecting fundamental information, at the end of the day, I am 

a slave to the tape and proud of it.” In other words, even if a company 

looks strong on paper, he doesn’t make a move unless the charts predict 

a positive move too. More importantly, he’ll get out if the charts turn 

against him. 

One of his key metrics is the 200-day moving average. Essentially, it’s 

the average price a stock has closed at over the last 200 days. You chart it 

alongside the stock’s day-to-day closing price. If a stock’s price falls below 

its 200-day moving average, it could mark the start of a downward run. 

Jones’s thoughts on what you do when this happens are pretty clear. “You 

get out,” he says. “You play defense and you get out.” 

Notice again that the wisdom boils down to having a clear exit plan—

one that doesn’t rely on emotions. It’s a theme many of the great traders 

touch on.

HOW THE WEALTHY GET WEALTHIER

Take Richard Dennis, a renowned trader who started with $400 and grew 

it into $200 million. His philosophy is very simple: “When you have a 

position, you put it on for a reason, and you’ve got to keep it until the rea-

son no longer exists.” And it all starts with good planning. Investors, he 

says, “should come in with 90% of the decisions made and just be putting 

frosting on the cake.”
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None of this is to say I completely agree with everything these top 

traders ever said. Dennis, for instance, thinks fundamental analysis is use-

less. But you can cherry-pick bits of their wisdom to form a pretty useful 

list of trading tips:

1.  Be fearless: know how to take a loss and move on (this is the 

#1 trait of successful investors).

2.  Be patient: don’t rush into a play.

3.  There’s nothing wrong with settling for a mediocre return if the 

play moves against you.

4.  When it comes to long-term investing, the crowd is often 

wrong. Just make sure you understand why it’s wrong before 

betting against it.

5.  The crowd might be right in the short term, giving you a chance 

to exploit it.

6.  Look for low-cost opportunities to magnify your wealth.

7. Diversify your investments.

8.  Don’t follow a single strategy.

9.  Use fundamental and technical analysis to evaluate opportunities.

10.  Don’t buy and sell blindly. Always have an entry and exit strategy.

The best thing about these rules is you can apply them to just about 

any trading style. Once you start abiding by them, I’m confident you’ll 

soon be on your way to becoming rich and possibly famous yourself.
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HOW TO RIDE THE MARKET WAVE TO  
A SUCCESSFUL RETIREMENT

Sir John Templeton once said, “The four most expensive words in the 

English language are, ‘This time is different.’” His words are extremely 

powerful when it comes to the ebbs and flows of the market.

You see, the stock market moves in waves in both the long term and 

the short term—meaning that more likely than not, this time is not differ-

ent. To help you understand how this phenomenon can be used in your 

favor, I’d like to share a tool that largely predicts the timing of these waves.

They’re called moving-average lines. In my decades of trading expe-

rience, these have been one of the most consistent tells for short-term 

trading profits. 

But don’t just take it from me. The legendary trader Michael Marcus 

used moving averages to help grow $30,000 into $80 million. As he explains 

in a book called Market Wizards, the technique helped him make “at least 

100% a year for years and years.” You could use it to be just as successful.

A moving-average line on a stock chart is calculated by averaging a 

stock’s closing prices over a certain period of time. For example, a 10-day 

moving average is calculated by adding the previous 10 closing prices on 

a stock or index and dividing by 10. But don’t worry about calculating 

these yourself, because they are widely available online. 
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The most commonly used are the 50-day moving average (which I 

prefer) and the 200-day moving average. The moving average becomes 

straighter as time passes and more closing prices become available. The 

oldest points are dropped in favor of the newest points, which extends 

the line further. 

Once determined, the resulting average is then plotted onto a chart to 

allow traders to look at smoothed data rather than focusing on the day-

to-day price fluctuations inherent in all financial markets.

To visualize this, let’s take a look at the two-year chart of Nvidia, a 

high-flying tech stock.

As you can see, for a strong uptrend like this, the 50-day moving aver-

age is much closer to the current price than the 200-day moving average is.

But you may be asking, How do I trade using this chart? It’s simple, 

really. 

MAKE CHARTS WORK FOR YOU

During periods of strong uptrends or downtrends, moving averages create 

what are known as support and resistance levels for prices.

A support level is a price at which buyers overtake sellers to halt a stock 

from continuing lower, while a resistance level is a price level at which sellers 

begin to overtake buyers to stop a price from continuing higher.

Because Nvidia was in a strong uptrend during this period—that is, 
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the price was moving from bottom left to top right—the 50-day moving 

average acted as a support level for the stock. Rarely did the stock price fall 

below the average over this two-year uptrend. In fact, up until March 2017, 

every time the price came close to the solid black line, it bounced higher.

This is one popular method I use to spot buying opportunities for both 

short-term trades and long-term investments. For short-term trades, I like 

to buy solid companies in an uptrend when the stock has demonstrated a 

bounce off the 50-day support level. 

It’s important to wait until the stock actually bounces. Do not buy 

while the stock is falling toward the support level or even while it is hov-

ering around the support level. Only buy when the stock bounces, and sell 

when the stock strays too far from its 50-day moving average.

In our Nvidia example, this would be times like July 2017, October 

2017, and February 2018. 

I’m recommending you only buy after the initial bounce because 

breaking through a support level sends a strong bearish signal to the mar-

ket. The old support level—where buyers overtook sellers—is no longer 

sufficient, and therefore the market now must hash out a new support 

level, which in some cases can be much lower than the old one.

In addition, once a support level is broken, it then becomes a re-

sistance level—where sellers overtake buyers—and therefore remains a 

tough level to be broken.

I take a similar approach for long-term investments. Although “nail-

ing the bottom” isn’t nearly as important for investments you plan to hold 

for over a year—because most likely you expect these to rise well above 

their short-term trading range—you can still use this strategy to collect a 

few extra percentage points. This is especially useful when you’re buying 

a large amount of shares, when a few pennies or even a few dollars per 

share really add up.



Hey, Alan Knuckman stopping in!

I hope you’ve been enjoying the Bull Market Manifesto so far. By now, you should have 
some great ideas for boosting your wealth and accelerating your retirement goals.

But I have a favor to ask you...

If you have a second, would you stop by stpaulresearch.pro/BookSurvey and let me know 
what you think of the book?

I want real feedback telling me what strategies you’ve used, which companies you’ve 
explored and how much money you’ve made from our research.

Thanks in advance!

Yours for Weekly Profits,

Alan Knuckman

http://stpaulresearch.pro/BookSurvey
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P A R T  I I
Zach Scheidt’s Millionaire Money-Manager  

Secrets—Here’s How the Upper Class 
Makes Money

This section details tips and strategies Zach Scheidt learned while managing 

millions of dollars at a hedge fund. As you’ll see, many of the secrets he 

used to help his rich clients become even richer can be applied to your 

investments, too. 
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DON’T WORRY, YOU’VE GOT THE  
HEDGE FUND ON YOUR SIDE

I used to help rich people get even richer. 

I managed a hedge fund: an exclusive investment vehicle reserved for 

the ultrawealthy. To be a client, you needed a net minimum of $1 million. 

At the height of my career, I was in charge of $40 million. Not only was 

I managing $20 million in clients’ funds, I was also watching over $20 

million of my company’s own money.

It was a very eye-opening experience. If you think Wall Street is rigged 

against you, let me tell you, you’re right! 

I had access to tools and processes ordinary investors couldn’t even 

touch. And the edge they gave me delivered fantastic profits to my wealthy 

clients.

But I also protected my clients’ wealth with techniques available to 

everyday people. The problem is they sound complicated and risky, so the 

average investor wants nothing to do with them. And that means they 

miss out on chances to make thousands of extra dollars a year. 

So when I gave up the hedge fund life, I decided to share my knowl-

edge with the public. My clients didn’t need any more money. However, 

I did know a lot of less well-off folks who could benefit from understanding 

how the markets work.
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Consider what happens when stock prices fall. Many everyday inves-

tors take that as a sign to abandon their investments: sell everything and 

wait for a recovery before getting back in. Yet the biggest wins I was able 

to book for our clients typically came when markets fell. 

BEAR MARKETS MEAN BIG OPPORTUNITIES

It’s simple, really. 

Markets typically trade up relatively slowly. When they fall, however, 

they often fall fast. That’s because of the herd mentality. Everyone trades 

at once to escape, causing the markets to trade down sharply. 

This was the perfect time to sell put options on stocks. Basically, you 

receive money in exchange for agreeing to buy shares of stock at a set 

price. And when stocks fall, you can collect bigger payouts for making 

these agreements. You then end up buying stocks as a much lower price, 

setting yourself up to make big profits when prices change direction again.

I would do this all the time with big-name companies, selling puts 

on shares of Coca-Cola or Home Depot. We’d collect instant payments 

when we sold the puts. Then we’d lock in low prices when we honored 

our agreement to buy the stock. Later, when markets traded back up to a 

normal level, which would happen over a period of a few weeks to a few 

months, we would be able to lock in profits very quickly. 

Of course, our clients just absolutely loved that. The thing is, just 

about anyone can follow this strategy, too. Do it enough times and you 

could start generating thousands of dollars in additional income a month.

Just pick a stock you like. Then sell put options on the stock, using a 

strike price below the stock’s current price. It’s called “selling to open,” and 

you can do it online through your brokerage account in just a few minutes.

Keep in mind that options have a fixed expiration date. If the stock’s 

price drops below your option’s strike price, you may have to buy shares 

of the stock at the specified price. That’s okay though, because it means 

you’re getting into a stock you like at a price you love.

Just make sure you have enough money standing by in case you need 

to purchase the stock. If the stock’s price rebounds, you can sell it for a 
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nice profit. If your option expires worthless, you get to keep all the money 

you received for selling the option in the first place. Assuming you still 

think the stock is worth buying at a lower price, you can sell new put op-

tions on the stock, instantly adding more money to your account.

Again, it’s an easy strategy that practically delivers income on demand. 

The problem is it involves stock options. Most investors are irrationally 

afraid of stock options, so they ignore the many benefits options offer. 

That’s really sad. Just taking the time to learn how put selling works 

essentially gives you the same advantage I had as a hedge fund manager. 

If the strategy were better known, a lot of people would be better off.

Another thing that separates hedge fund managers from everyday—

known as “retail”—investors is their outlook. 

THINK LIKE A FUND MANAGER

Retail investors typically like story stocks: companies they can talk about 

at a cocktail party or on the golf course. 

But as a hedge fund manager, I was always looking for stories people 

didn’t know. And I had tools to identify companies before they got exciting.

For example, a retail investor might say, “I really like this particular 

pizza joint I’ve been going to. So I’m going to buy shares in the company.” 

And they’ll stick with it for a long time instead of realizing there are ebbs 

and flows in the market. They’ll keep their money in one place instead of 

exploring different sectors and different industries.

A hedge fund manager, however, never commits too much a single 

opportunity. If something isn’t moving the way they expect, they don’t 

stick around and wait for it to happen. They get out and find a new idea.

Again, it’s an attitude you can apply to your own investing. Don’t 

just buy and hold stocks. Always ask yourself, “Is my idea still relevant? 

Does this opportunity still look worthwhile?” Don’t feel bad if things have 

changed. Find another opportunity. Be nimble. Switch out of what isn’t 

working and into what is working—and switch back and forth as long as 

you need to.
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If you take this attitude, falling markets won’t scare you. You’ll think 

like a hedge fund manager and use falling markets to build positions in 

stocks you really like at discount prices.

The opposite is also true. When things seem too good to be true—the 

markets are doing great and stocks are just trading higher—that’s often 

when the best hedge fund managers sell their positions. They lock in 

profits along the way. 

Most retail investors take the opposite approach. Rising prices makes 

them feel more confident. They keep buying stocks at higher and higher 

prices. Then when the inevitable falls come, they get scared and sell.

To think and succeed like a hedge fund manager, you have to expect 

markets to swing. You have to be looking for signs that they will. And you 

absolutely must have a plan for when it happens.

Don’t approach investing like a hobby or a way to show how much 

you like a particular company. Treat it like a business.

Imagine you own a store. What do you do when wool jackets go on 

sale in spring? As a smart business owner, you buy a whole bunch of them 

and stock them away. Then in the fall, when people get cold and the price 

of coats goes up, you sell them.

The stock market is the same way. 

RUN YOUR PORTFOLIO LIKE A BUSINESS

Low prices actually mean great discounts for us as investors. And high 

prices mean great opportunities to lock in profits. Again, most retail in-

vestors don’t see it that way. They’re buying when things are exciting and 

selling when things are frightening.

So if you want to quickly build your wealth, my #1 tip is to switch 

your perspective. Buy things when they’re cheap, and sell them when 

they’re expensive. I know that’s easier said than done. But if you really 

pay attention to it, you can find opportunities when the market is fearful, 

and you can also lock in profits when the market is overly confident.

In fact, not to brag, but I’ve continued to spot great stocks to buy and 

markets to avoid even without my fancy hedge fund tools. For one thing, 
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I’ve worked really hard to maintain my contacts on Wall Street, so I stay 

plugged in to the latest information. I’ve made it my goal to pass along 

anything I learn, further leveling the playing field between retail investors 

and the ultrawealthy.

I also make a habit of listening in on companies’ earnings conference 

calls and attending annual investor meetings. Technically, the people be-

hind these presentations don’t tell you anything the public doesn’t know. 

It would be illegal to act on any such information. 

But you can listen to the questions being asked and see how the com-

pany representatives respond. A manager looking excited while he says 

he can’t answer a particular question says a lot. So does a glum, terse “We 

can’t talk about that.” In other words, you can get important information 

even if the company’s management won’t answer a particular question.

Again, anyone can do this. It’s just paying attention to what’s going 

on, paying attention to body language. If you had enough time, you could 

do it yourself. But I’m happy to interpret what I see for my readers.

I also try to keep track of what else is going on in the markets. That 

means looking at housing-market statistics, unemployment statistics, pol-

icy changes, and more. There’s a lot of information out there, and it can 

be tough to figure out which news is the most important.

But that’s what Alan and I do. We spend our days looking at every-

thing coming out, then map where things are and where they could be 

going. We then share the highlights with readers, pinpointing the most 

actionable trading opportunities.

In other words, you have a hedge fund manager working for you. And 

the best part: you don’t have to already be a millionaire to benefit from 

my experience.
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VULTURES WOULD MAKE  
GREAT TRADERS

The word vulture brings to mind a big, ugly bird gleefully picking at a 

corpse. So it’s little surprise that the term vulture investor has the same 

negative connotation.

A vulture investor looks to profit from troubled companies. On the 

surface, it may sound distasteful: like they’re trying to make money from 

others’ misfortunes. But vulture investors play a vital role in the markets, 

just like real vultures are necessary for a balanced ecosystem. Vulture in-

vestors take on tremendous risks, which means they deserve any rewards 

they receive.

There are a few ways to be a vulture investor. The first is to buy the 

assets of troubled companies. The vulture investor buys investments no 

one else will touch, giving the previous owners a chance to recoup some 

of their original capital.

Consider Howard Marks, who owns the private-equity firm Oaktree 

Capital Group. During the last financial crisis, in 2008, he became famous 

for buying up bonds of companies that seemed headed for bankruptcy. 

The bond owners were happy to have a buyer. If Marks hadn’t stepped in, 

prices would have fallen even further, meaning the bond owners could 

have taken a bigger loss.



46 PART II: ZACH SCHEIDT’S MILLIONAIRE MONEY-MANAGER SECRETS

 But Marks was also taking a risk. If the companies behind the bonds 

he bought did go out of business, he could have racked up big losses. 

Luckily, he had the resources to help the troubled companies get back on 

their feet. In the end, enough of the companies recovered to deliver Marks 

a hefty $330 million in profits.

And that’s just one way to become a vulture investor. Let’s look at 

another.

BET AGAINST BAD COMPANIES

You can also become a vulture investor by betting against a company’s suc-

cess. In this case, it’s easy to imagine a vulture circling a wounded animal, 

waiting for the inevitable. Again, not the most flattering picture. But this 

kind of vulture investor is also beneficial to the markets. 

The very presence of someone betting against the company can serve 

as a warning to other investors. After all, you don’t see vultures hovering 

around healthy animals.

Depending on the strategy the vultures use, they can also provide li-

quidity to the markets and play a role in determining fair prices for stocks. 

Three of the most popular strategies for this second kind of vulture inves-

tor are buying inverse funds, short selling stocks, and buying put options.

Inverse funds—also known as short funds or bear funds—are the 

most passive way to bet markets will fall. They’re exchange-traded funds 

(ETFs), meaning you can buy and sell them just like stocks. 

Most ETFs are tied to the performance of certain stock indexes or in-

dustries. But as inverse ETFs’ name implies, they are designed to move in 

the opposite direction of the index or industry.

Take the ProShares Short S&P 500 Fund (NYSE Arca: SH). In gen-

eral, if the S&P 500 Index falls, say, 5%, then SH’s price should increase 

5%. Of course, if the S&P 500 increases 5%, then SH’s price should fall 5%.

You can find inverse funds that cover a wide variety of things. Bearish 

on China? Direxion offers an ETF that gains value when China’s CSI 300 

Index falls. Worried about financial stocks? Look for an inverse fund on the 

Dow Jones US Financials Index. Expect oil prices to fall? There are inverse 

ETFs for that. See bad times ahead for gold? Buy an inverse gold fund.
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If you’re particularly bearish, you can buy funds that multiply losses in 

the chosen investments. For instance, if the Dow Jones Industrial Average 

falls 5%, the ProShares UltraShort Dow30 Fund (NYSE Arca: DXD) is 

expected to rise 10%. Again, the reverse is also true: a 5% gain in the Dow 

will mean a 10% loss in DXD’s price.

There are a few problems with this strategy though. For one thing, 

the strategies that inverse ETFs use aren’t foolproof. So their returns ar-

en’t always the exact opposite of whatever indexes or instruments they’re 

tracking. Also, the funds include management fees, which bite into your 

returns. That is, the Dow could fall 5% and DXD could only be up 7% (in-

stead of 10%) just because of how DXD bets against the Dow and the fees 

its manager collects.

The biggest problem with inverse funds is the problem that affects 

all ETFs: they represent an aggregate performance of an entire group of 

investments. Stocks don’t move in the same direction at the same rate at 

the same time. Some fall faster than others. A few may even gain value as 

their peers fall. And that means an inverse fund isn’t as effective as betting 

against individual stocks.

So if you think a particular stock is due for a fall, you’re better off using 

one of the other strategies, like selling short. 

SELLING WHAT YOU BORROWED

To short sell a stock, you essentially borrow shares from your broker, who 

then sells them in your name. The proceeds are deposited into your account. 

At some point, you’ll need to return the shares by buying them from the 

market. If you spend less money to buy the shares than you received when 

you sold them, you make a profit.

If that sounds complicated, here’s an easier way to think about it. Let’s 

say you borrow a friend’s unused golf clubs for a vacation. Up until you 

came along, they’d just been collecting dust in the garage. You use them and 

have a great day on the links. In fact, another golfer thinks it’s all because of 

your clubs. They offer to pay you $500 for them on the spot. You know your 

friend paid a lot less than $500, so you say yes. 
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You’re suddenly $500 richer, but now you don’t have the clubs you 

borrowed. So as soon as you get home, you head to the store that sold your 

friend the clubs in the first place. You’re able to buy a replacement set for 

$400. You give those clubs to your friend, keeping the $100 as your profit. 

Notice how everyone wins here. The golfer you met got a set of clubs 

they wanted. Your friend got a set of clubs identical to the ones they 

owned. And you made $100 on the deal.

But the dangers should be obvious. Let’s say you can’t find replace-

ment clubs for cheaper than $500. If the best price you can find is $650, 

you’ll be down $150 when you buy them.

Short selling carries the same risk. Let’s say you shorted 100 shares of 

stock at $10 each. That is, you borrowed 100 shares from your broker and 

collected $1,000 by selling them. If the stock’s price jumps to $12 a share, 

you’ll need to spend $1,200 to close the position. That’s the $1,000 you 

received plus an extra $200. At $15 a share, you’d spend $1,500, losing 

$500 on the deal. 

Essentially, short selling carries unlimited risk.

The other downside to short selling a stock is your upside is limited to 

what you receive for selling the stock. More importantly, you’ll only see the 

maximum gain in extraordinary cases.

If you collect $1,000 short selling a stock, you’ll need to spend money to 

close the position. The amount you pay cuts into your profits. And the only 

way you’ll get to keep the full $1,000 you received is if the company goes 

bankrupt and the stock’s price goes to zero. That doesn’t happen very often.

Another thing to keep in mind is that while short selling means instant 

money for your account, you shouldn’t touch that cash until you close the 

position. You may need it to buy back the stock. And since short positions 

could take a long time to play out, you don’t really know how long that 

money will be tied up.

In many cases, the best way to bet against a stock is with put options. 

BIG GAINS AS STOCKS FALL

As described in chapter 2, a put option’s value goes up as a stock’s price 

falls. Your risk is limited to what you pay for the put option. To profit from 
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the put, the stock’s price needs to fall before the option reaches its expira-

tion date.

Whatever strategy you choose, the key to success is targeting a stock that 

has a high probability of losing value. There are a few things you can look 

for. The first is a company with a high stock price compared to its valuation. 

Some stocks go up in value simply because investors think the price 

will go even higher. But eventually the company will have to justify that 

optimism: building its customer base, increasing revenues, and earning 

profits. If the company doesn’t have a solid plan to make that happen, it 

could be in for a fall.

You can also look for a company whose growth plan relies on acqui-

sitions. In general, business acquisitions can be a good thing, instantly 

adding customers and all the things that go with it. But some companies 

take it a little too far. 

Signs a company is making bad acquisition choices include buying 

unrelated businesses, paying too much to acquire another company, and 

issuing lots of new stock shares to pay for the acquisition.

Another possible sign of a stock’s impending fall is insider selling. Cor-

porate executives and major institutional stockholders are required to report 

when they buy and sell stock. This information is publicly available to 

investors. These insiders are not allowed to trade based on information not 

available to the public, like news of an impending acquisition or knowledge 

that earnings are terrible. Also, the mere fact that an insider is selling isn’t 

proof something bad is going to happen. The insider could just be taking 

some profits off the table.

But a lot of sustained selling from multiple insiders could be a sign of 

trouble. The executives will come up with a reason for the sale to stay out 

of legal trouble. See if their excuses make sense. If not, they may be trying 

to jump ship before investors see the iceberg ahead.

Also look for technical indicators that a stock is about to fall. In chapter 

5, Alan talked about an indicator that has helped him book many winning 

trades in his career, the 50-day moving average. I’m a big fan of it, too. 

A stock that trades below its 50-day moving average could be entering a 

downtrend, making it a good candidate for short selling or put options.
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The most important thing to remember when betting on a stock’s price 

to fall is that investors can be very irrational. Companies that should lose 

value sometimes don’t, especially if investors fall for hype. Think of a flashy 

CEO talking his company’s stock price higher while it’s hemorrhaging cash.

If you short the stock, you also have to be wary of a short squeeze. This 

is when too many investors have shorted a stock, and other investors start 

bidding the stock’s price higher. Remember, short sellers lose money as the 

stock price rises, and if the price goes high enough, they’ll be forced to buy 

shares to cover their position.

That buying naturally causes the stock’s price to go even higher, con-

vincing more investors to cover their shorts, boosting the stock’s price more. 

(In fact, identifying a short-squeeze opportunity can be very profitable for 

you. Just bet on the stock being squeezed.)

Again, these risks are why you deserve to make some profits if you’re right 

that the stock is due for a fall. By helping other investors see a company’s 

problems, you’re also providing a necessary service.

So if you become a vulture investor, do it with pride.
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HOW TO “HACK” WARREN BUFFETT’S 
PORTFOLIO AND EARN $2,023 EXTRA 

PER YEAR

After the financial crisis of 2008, most Americans lost their trust in profes-

sional money managers. Quite frankly, I don’t blame them.

The “investment-savvy” folks responsible for protecting and growing 

our wealth twiddled their thumbs while retirement accounts were cut in 

half. The managers that claim they will make us fortunes often charge 

exorbitant fees and produce poor results that a market index could beat. 

The typical manager is average at best and is more worried about their 

own commissions rather than the performance of their clients’ portfolios.

That’s why I’d like to introduce a strategy anyone can use that will 

grow their retirement account without having to use a high-priced man-

ager. It’s perfect for anyone without a financial background and is far 

better than the risky speculations your neighbor came up with. Best of all, 

it provides a reliable income source—often bringing in over a thousand 

dollars a year.

The idea is simple: follow the recommendations of Warren Buffett, 

the most famous value investor in the world, who has amassed a fortune 

of $60 billion sticking to the same principles over the course of his career. 

He does not invest in penny stocks looking for risky gains or buy the 

newest fad exploding in the market. Instead, Warren looks for under-

valued companies and lets his wealth grow over time. He is not looking 
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to get rich quick, and patiently collects profits while speculators gamble 

their funds on the latest boom-and-bust fads.

This is a proven strategy that has allowed Buffett’s conglomerate, 

Berkshire Hathaway, to earn 155 times the S&P 500 return since he took 

the reins in 1965.

The idea behind value investing is simple: buy companies that are 

priced less than they are worth. Over time, the market will realize they are 

undervalued, which will cause their price to increase. This is how investors 

like Buffett have made billions over their lifetime.

How to value a company is a tricky process. There is no correct way to 

determine the value of a company, so each researcher must use their own 

analysis to determine what a company is worth.

Some analysts put more weight on assets and current book value, 

while others consider future cash flows a more important indicator.

Luckily, you don’t have to complete any analysis of the company to 

know if it’s undervalued. Buffett and other famous value investors rarely 

deviate from their strategies, and they have done all the work for you. 

Simply look at the companies they invest in. 

Of course, it is important to do your own due diligence when you want 

to invest, but looking at Buffett’s holdings is a great way to get an idea of a 

company’s worth. On the next page is a list of Berkshire Hathaway’s current 

holdings and the income you would receive from holding 100 shares.

 It’s a lengthy list, but a good place to look for moneymaking oppor-

tunities Warren Buffett has put his own money in. I recommend following 

Buffett’s lead to get an idea of what companies are undervalued. This 

offers you the chance to find well-run companies without taking expensive 

advice from professional money managers, all while earning a steady 

stream of income.

If you are interested in learning more about value investing, you 

should check out The Intelligent Investor, by Benjamin Graham. This book 

is known as the Bible of value investing, and it taught Buffett how to 

analyze companies. It was originally published in 1949, but it remains a 

bestseller to this day. 
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If you are wary of giving your money to a professional manager, this 

strategy is a decent way to search for quality investments. Just remember 

that even Warren Buffett can get things wrong, and his goal is for winners 

to outweigh losers. So don’t overinvest in a stock just because Buffett is 

putting money in it.

Company

American Express Company

Apple Inc.

Bank of America Corporation

The Bank of New York Mellon Corporation

BYD Company Ltd.

Charter Communications Inc.

The Coca-Cola Company

Delta Airlines Inc.

General Motors

Goldman Sachs Group

Moody’s Corporation

Phillips 66

Southwest Airlines

U.S. Bancorp

Wells Fargo Company

Market price

$92.72

$168.39

$29.50

$50.50

$7.74

$306.37

$43.38

$53.72

$36.94

$250.58

$160.87

$96.18

$55.97

$50.27

$52.08

Income from 100 shares

$136.30

$245.85

$46.32

$93.43

$6.58

$0.00

$158.37

$119.80

$151.82

$298.19

$168.91

$284.69

$45.90

$113.11

$154.68

$2,023.90

Div. yield

1.47%

1.46%

1.57%

1.85%

0.85%

0.00%

0.36%

0.22%

0.41%

0.01%

0.01%

0.03%

0.01%

0.02%

0.03%

Total

Holdings of Berkshire Hathaway

As of December 2017
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WAVE THE WHITE FLAG, FRIEND.  
YOU LOST THIS ONE.

No one likes to lose money. And no one likes to admit they are wrong. 

Those two traits can become an investor’s worst nightmare, as Warren 

Buffett learned the hard way.

In 2007, the Sage of Omaha fell in love with a British retailer called 

Tesco. He bought a huge chunk of shares and kept putting money into the 

company. In 2012, Tesco announced that its profits would come in much 

lower than expected. Its stock price tanked, and Buffett took advantage 

of the dip to increase his stake. 

Two years after that, the company admitted it had actually been over-

stating its profits. In other words, its balance sheet was even worse than it 

looked. The scandal knocked Tesco’s shares even lower, and Buffett finally 

decided to sell his entire position in the company.

When the dust settled, he chalked up a $444 million loss.

There’s an important lesson in there—one most investors refuse to 

hear. But acknowledging this truth is the only way you’ll succeed. So 

come to grips with it right now: Some of your investments are going to 

lose money.

It doesn’t matter how well you research a company or how good your 

charting system is. Even with the best technical and fundamental analysis, 

you could still be a victim of bad luck. So one of the most important parts 

of your wealth strategy is deciding what to do when things go wrong.
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As famed fund manager Peter Lynch once said, “There’s no shame in 

losing money on a stock. Everybody does it. What is shameful is to hold 

on to a stock, or, worse, to buy more of it, when the fundamentals are 

deteriorating.” 

Buffett echoed that sentiment when apologizing for the Tesco loss. 

He said, “An attentive investor . . . would have sold Tesco shares earlier. 

I made a big mistake with this investment by dawdling.” 

We’d argue he made his biggest mistake by adding to his position 

when Tesco missed its profit target in 2012. It’s a trap many investors fall 

into known as “averaging down.” 

DON’T COMPOUND YOUR LOSSES

To be fair, averaging down sounds like a very appealing concept. When a 

stock’s price falls, you buy more of it. That brings down your average cost 

for the position and makes it easier for you to collect a profit.

Let’s say you bought 100 shares of a stock for $10 a share, investing 

a total of $1,000. Six months later, the stock has fallen to $8. Your invest-

ment is now worth $800. But instead of selling, you decide to buy another 

100 shares. After all, if you liked the stock at $10, then $8 is a bargain, 

right? Buying 100 more shares sets you back an additional $800.

You now own 200 shares of the stock, and you’ve paid a total of 

$1,800 for them. On paper, you’ve paid $9 a share for the entire position 

($1,800 divided by 200). If the shares rise to $10 again, your position will 

be worth $2,000—meaning you could make a profit on the play.

The problem with that thinking should be obvious, though. There’s no 

guarantee the stock’s price will recover. And if things don’t go your way, 

you’ll end up magnifying your losses.

Let’s say the company’s stock falls to $7 a share. Your 200 shares are now 

worth $1,400, so you’re down $400. If you hadn’t averaged down, you’d still 

just own 100 shares of the stock. And your loss would just be $300. 

Now imagine if you had sold the stock when it hit $8. You’d only be 

down $200.
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Even worse, by averaging down, you’ve committed more capital to a 

failing investment. That’s money you could have devoted to more lucra-

tive opportunities.

Now, averaging down may be appropriate in certain situations. If the 

stock pays dividends, for example, owning more shares could be a good 

thing. Each share you own increases the cash you’ll receive every quarter. 

Just keep in mind that if the company is in trouble, it may cut or even 

eliminate its dividends, leaving you with a stock that’s rapidly losing value.

Another possible reason to average down is if a stock falls because 

investors are overreacting to bad news. Say a strong company is targeted 

by a frivolous lawsuit. The customer is asking a judge for $2 million from 

the company, and panicky investors knock the company’s value down by 

$4 million. That’s clearly an overreaction, so you might be able to justify 

buying more shares of the company at a lower price.

The hard part is figuring out if investors really are overreacting. After 

all, Buffett believed investors were being unfair to Tesco in 2012, so he 

bought the shares for what he thought was a bargain price. But all he 

really got was burned.

One way to make sure you never have to worry about choosing be-

tween selling a losing position or averaging down is to decide before you 

even buy the stock. 

ALWAYS HAVE A PLAN

Don’t put a cent into an investment until you’ve decided when you’ll throw 

in the towel if things move against you. The more specific you make your 

selling conditions, the better success you’ll likely have.

For instance, if you’re buying a company because its revenues have 

increased every year, you might want to sell when its revenues drop. If 

you’re attracted to a hefty dividend yield, you may wish to get out of the 

position if the yield stalls.

By setting concrete benchmarks for the company to meet, you’re tak-

ing emotions out of the equation. You’re not just hoping the company’s 

management does a good job or that other investors see value in the 
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company. You’re actually watching to make sure the company is on the 

right path.

The most basic benchmark you can use to decide when to sell a posi-

tion is the stock’s price. That is, you can plan to sell if the stock shares fall 

to a certain price or hit a specific target. Do this by setting up a trailing 

stop-loss order, as we discussed in chapter 3. 

With a trailing stop-loss order in place, your broker will automatically 

sell your position if it falls below the price or percentage you choose. The 

order will also automatically adjust if the stock’s price rises, giving you a 

chance to cut your losses or lock in profits. There’s zero thought on your 

part, so no pesky emotions to get in the way.

Just don’t let a trailing stop-loss order be your entire sell strategy. It’s 

a nice backstop, limiting how much you stand to lose in a play. But it’s 

better to take action well before your stop-loss price is hit. If you see one 

of your stocks losing value, find out why. Then think back to why you 

bought the stock in the first place. If those factors still apply, weigh them 

against the forces bringing the stock down.

Again, the key here is to think like a trader. Don’t hope the company 

is strong enough to recover. Prove it. If you’re unsure, it might make sense 

to sell the position before your stop-loss price is hit. 

But if your investment thesis is still intact, you might want to modify 

your trailing stop-loss order. By adjusting how much you’re willing to 

watch the stock fall, you’ll avoid getting prematurely stopped out of a 

stock poised for a big rebound.

Above all else, remember that even if you set up trailing stop-loss 

orders and watch your investments like a hawk, you will still lose money 

on some trades. Accepting that fact will put you ahead of investors who 

refuse to face reality. It means you’ll take action to limit your losses. And 

you won’t be tempted to throw more money into a bad position.

With discipline, your wins will outnumber your losses, bringing you 

that much closer to your financial goals.
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P A R T  I I I
Capitalizing on Today’s Hottest Trends

This section explores the hottest opportunities in today’s market: every-

thing from genetic editing to self-driving cars. But Zach and Alan aren’t 

just giving you the broad trends to earn the S&P 500 average. They’re 

giving you their best stock picks with the highest upside potential. 
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WHEN APPLE BUYS FORD

Silicon Valley is notorious for breaking into outdated markets, streamlin-

ing efficiencies, and putting the dinosaurs in the industry out of business. 

And it is damn good at it.

The next big frontier the major players have their eyes set on is the 

market for self-driving cars.

Detroit isn’t laying down without a fight!
The race for self-driving car superiority
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That’s too bad for Detroit, right? You would think! As a matter of fact, 

Detroit is actually leading the autonomous-tech field, according to new 

research. Take a look at the infographic on the previous page from Navient 

Research. Both General Motors (NYSE: GM) and Ford (NYSE: F) are 

leading tech giants Alphabet (which owns Waymo), Tesla, and Uber.

 But the opportunity I want to talk to you about today isn’t just about 

investing in these companies for long-term gains. This opportunity is even 

bigger, and involves a bold prediction.

Did you notice a major Silicon Valley company lagging behind in this 

race? Hint: it’s got a cash hoard close to $300 billion just waiting to be put 

to use, and it’s previously experimented with a highly secretive automotive 

project labeled Project Titan.

That’s right. I’m talking about Apple (NASDAQ: AAPL), the same 

company whose CEO sat down for an interview on Bloomberg TV to dis-

cuss the company’s plans in the autonomous-car market. Tim Cook had a 

few interesting comments regarding Apple’s plans:

“I think there is a major disruption looming.”

“ What we’re focusing on, or at least what we’ve talked about 

focusing on publicly is we’re focusing on autonomous systems.”

“We see it as the mother of all A.I. projects.”

“ We’ll see where it takes us. We’re not really saying from a product 

point of view, but we are being straightforward in saying it’s a 

core technology that we view as very important.”

Apple is going to be in the autonomous car market one way or another. 

Whether it’s by providing software or by physically producing its own car 

is the question the stock price hinges on.

Look at these specific phrases: “or at least what we’ve talked about 

focusing on publicly” and “we’re not really saying from a product point 

of view.” It seems to me Cook is hiding something. Sure, he could just be 

leading on the markets: pretending Apple has something up its sleeve. But 

we think differently.
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Apple has been trying to dodge the “one-trick pony” argument for 

years. The iPhone is obviously a great product, but investors are wonder-

ing what’s next, and have been for some time. That gave Apple plenty of 

time to think of its next move—one I predict will cause a big shakeup in 

the auto market.

ONE GREAT AMERICAN COMPANY BUYS ANOTHER

I’m predicting Apple will buy Ford Motor Company in a move that could 

happen sooner than anyone expects. Frankly, it’ll be a noble ending to one 

of the most innovative companies in the last hundred years.

Think about it. Tim Cook has admitted that Apple sees the market as 

one ripe for disruption and sees autonomous cars as a “core technology,” 

but I’m supposed to believe that Apple is content being a service provider?

No way!

Look at the chart again. There are plenty of companies already well on 

their way toward creating an autonomous vehicle for the masses. But I’m 

supposed to believe that Tim Cook expects Apple to come out of nowhere 

to create its own technology and compete immediately?

Once again: no way!

Apple didn’t become the world’s largest tech company by mistake. 

Steve Jobs built a dynamic company that now sits on a mountain of cash. 

Now Apple can finally put the one-trick-pony argument to rest—by buying 

its way to the top of the new technological revolution.

Just think: with Ford’s current market value near $50 billion, the total 

cost to Apple should come out to around $60 billion. (Companies usually 

pay a premium when acquiring other companies.) This amounts to less 

than 25% of Apple’s total cash hoard. And I predict this buyout could be 

just days away, because after months of debate, Congress finally passed a 

workable tax bill that included the most important clause investors could 

have hoped for: repatriation.

Now overseas cash can be repatriated at a 15.5% tax rate instead of 

the previous rate of 35%.
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To see how that affects the price of Ford, let’s just do some quick 

math. Under the current 15.5% repatriation rate and with the cost of Ford 

estimated at about $60 billion, Apple only needs to spend $71 billion. 

Without Trump’s new repatriation rate and with the same $60 billion 

cost, the cost of Ford would have spiked to $92 billion.

Do you see my point? This tax law single-handedly set the wheels in 

motion for the next phase of the innovation cycle. Picking up shares of 

Ford now will position you to collect a nice premium if Apple enters the 

autonomous car market in the most sensible way. 
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HOW TO MAKE 10 TIMES YOUR MONEY 
ON THE MOST VALUABLE RESOURCE  

ON EARTH

There is a massive water crisis in today’s world. 

You probably don’t even realize it. After all, I’m sure the sinks always 

turn on immediately at your house, and low water pressure is probably 

never an issue with your showers.

But for millions of people around the globe, finding drinkable water 

every day is high priority. Think about the small island nations all around 

the globe. Although 96% of the earth’s water is found in the oceans, un-

fortunately the high salt content makes it undrinkable. This makes an 

island’s water sources extremely limited, which frequently leads to in-

habitants filtering water from the sea to provide for themselves and their 

industries.

That’s why I want to introduce you to Consolidated Water Company 

(NASDAQ: CWCO). This is a seawater-desalination company that oper-

ates in high-growth tourist destinations like the Cayman Islands, Belize, 

the Bahamas, Bali, and Indonesia. These tropical islands with beautiful 

beaches and crystal-clear blue water might sound like paradise, but if 

they have no drinkable water source, my guess is you are not going to 

stay long for vacation.

Through the process of reverse osmosis, which extracts minerals and 

salt by pumping water through a pipe lined with a semipermeable mem-
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brane, the company produces drinking water to sell to homes, govern-

ments, hotels, golf courses, and others.

But this isn’t a science story. Consolidated Water Company is a 

growth story, which should bode extremely well for its stock price over 

the coming years.

To get a sense of this growth, take a look at the most recent tourist 

statistics for CWCO’s premier destinations:

•  Cayman Islands tourism more than doubled from 1 million to 2.15 

million visitors annually between 2000 and 2017.

•  Bali tourism almost tripled from 2 million to just under 6 million 

annually in just the past 10 years.

•  And Belize, the small Central American nation, has seen a tourist 

boom of approximately 66% in the last 10 years.

That’s a big spike in demand for CWCO’s premier product.

But it gets even better: CWCO is expanding into the North American 

mainland. So I’m not talking about small-potatoes destinations in Central 

America like Belize anymore. I’m talking about the big boys: America and 

Mexico.

In 2016, the company won a contract that provided it with a 50% 

stake in the development and operations of a new desalination plant in 

Rosarito Beach, Mexico. That’s just a one-hour drive to San Diego, Cali-

fornia, and extremely close to Tijuana, Mexico. Both are prime vacation 

destinations.

When this plant is finished in 2024, this facility will be able to clean 

100 million gallons of water per day. That’s enough water to fill the Bellagio 

fountain in Las Vegas five times every day. 

Already San Diego County has commented on its potential interest 

to buy water when the project is complete. Judging by the recent severe 

droughts that have plagued the West Coast over the last few years, I fully 

expect San Diego to follow through on these comments.

But the beautiful thing is that CWCO doesn’t even need San Diego to 

still be considered a successful investment. That’s because right now, the 
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prospect of supplying Southern California with water is in no way baked 

into this stock price, which means the floor isn’t far below.

And CWCO pays a handsome dividend of 2.35% annually, which 

means that even if the stock stays the “slow and steady” performer it’s 

proven to be over the last five years, you can still sit back and collect your 

dividend checks.

That sounds like a win-win situation to me! Keep in mind, this is a long-

term strategy. Don’t expect to see a jump in stock price soon. But know that 

the winds that could move this stock higher are just over the horizon.
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CASH IN ON THE FIRE SALE OF THE  
CENTURY! AMERICA’S TOP REAL ESTATE 

IS FOR SALE.

Some of America’s top real estate is going to go on fire sale.

I’m talking everything from busy intersections in downtown New York 

City to America’s most popular travel destinations. In fact, if you live in 

the United States, whether it’s a small town like Des Moines, Iowa, or a 

large city like Sacramento, California, get ready—because this fire sale is 

about to hit your own neighborhood.

But before I tell you exactly how this is going to play out, I’d like to 

share another, seemingly unconnected part of the story.

Ben Van Beurden, CEO of Royal Dutch Shell, recently said something 

incredible. I’m pretty sure that when I look back on his words, they will a crit-

ical point in my memory. What he said is, “The next car I buy will be electric.”

To me, it’s proof that the electric-car revolution is happening. Even 

a Big Oil guy can see the handwriting on the wall. Growth in the field is 

about to go parabolic.

THE INFLECTION POINT FOR ELECTRIC CARS IS AT HAND

I want you to fully appreciate how crazy the numbers here really are. The 

following chart from International Energy Agency (IEA) data shows the 

impressive growth the electric car has had since 2010. We have gone from 

virtually zero electric cars on the road to just over 2 million in 2016.
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Those 2 million electric cars in operation today are a rounding error 

compared to where the number will eventually go. We could soon see 

billions of electrics littering the streets. For some perspective, consider 

that the IEA estimates that the world will need to have 600 million elec-

tric vehicles (EV) in use within 20 years if we want to try to meet global 

targets. With 2 million electric cars currently on the road, that puts us at 

less than one-half of 1% of that 600 million target total.

In 20 years, all of the bars on that chart above are going to be so small 

relative to the number of electric cars in operation that you will need a 

microscope to see them.

Great. But you’re probably wondering what this has to do with real 

estate. It’s just a matter of connecting the dots.

ELECTRIC CARS OPEN SOME PRIME REAL ESTATE

With millions and millions of electric vehicles set to hit America’s road-

ways, there’s going to be much less need for Americans to stop for a fill-up. 

It could mean the end of hundreds of gas stations.

Think about that for a minute. There are gas stations everywhere in 

America—from the hottest neighborhoods in Miami and New York to the 

far reaches of Route 66 and the Nevada desert.

But over the coming years, most of those gas stations will die off. It’s 

happening right in front of our eyes. My research leads me to believe that 

this turnover will happen much faster than anyone thinks.
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Truly electric vehicles are becoming way more affordable, more effi-

cient, more stylish, and much, much faster. This isn’t an eco thing. This is 

real economics at play.

So how can we play it? I have three ideas . . .

First is Ultralife Corporation (NASDAQ: ULBI), which offers a full 

range of power solutions for the EV expansion. Take a quick look at the 

company’s vitals from Google Finance: “[Ultralife] designs and manu-

factures power and communications systems including rechargeable and 

non-rechargeable batteries, charging systems, communications and elec-

tronics systems and accessories, and custom engineered systems.” 

Ultralife is also a solid player in the growing lithium industry—a great 

place to be in today’s market.

Recently, shares have traded under $10. For the amount of growth I 

see in today’s market, that’s a steal.

Next is AeroVironment Inc. (NASDAQ: AVAV). While most of the 

media focuses on AeroVironment’s airborne-drone manufacturing, the 

company is also a sleeping giant for electric-vehicle technology.

AVAV provides residential-EV charging, commercial charging, industrial 

charging, and power-cycling systems. Like Ultralife, the company “designs 

and manufactures power and communications systems including recharge-

able and non-rechargeable batteries, charging systems, communications 

and electronics systems and accessories, and custom engineered systems.”
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While charging stations and docks won’t require their own real estate 

(after all, they could be placed in business parking lots, home garages, or 

shopping centers), this smart grid will be a huge opportunity for share-

holders.

 Last but not least is Envision Solar International Inc. (OTC: EVSI). 

But don’t let the “solar” name fool you. The key to economical solar these 

days is in battery systems and technology. And the company has exposure 

to EV-charging infrastructure, and more.

Envision is a true player in this space, and more importantly, its shares 

are trading at bargain prices: well under $1. So if you’re looking for a 

dollar trade in the EV market, this is it.
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PROFIT $50,000 FROM THE COMPANY 
THAT COULD SINGLE-HANDEDLY SOLVE 

THE OPIOID CRISIS

America is currently struck with an epidemic that has reduced the life 

expectancy of its citizens in each of the last two years and is currently 

plaguing 2.6 million Americans. It isn’t heart disease . . . diabetes . . . or 

some new, rare type of cancer.

This new-age epidemic is the opioid crisis, which cost 64,000 Americans 

their lives in 2016. 

The term opioids refers to a group of powerful pain-killing medica-

tions such as OxyContin and Fentanyl, but it can also refer to illicit drugs 

such as heroin.

While many of these drugs have their place in medicine, they are 

highly addictive, and users can get physically dependent on them. Since 

the early 2000s, opioid abuse has been on an exponential trajectory. And 

the problems stemming from that trajectory, such as addiction and over-

doses, have rocked the American healthcare system. The problems keep 

getting worse. 

Do you see that exponential trend in overdoses? These drugs are de-

stroying American families. In response, the governors of Alaska, Arizona, 

Florida, and Maryland have issued a public-health warning. Put simply, 

this is a major crisis.
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You would think proper legislation would be put in place to fix the 

issue considering that the opioid crisis also puts an estimated $500 billion 

strain on the economy each year. But so far, efforts have been futile, and 

the number of overdose deaths continues to increase.

So many Americans are in need of medication because pain is some-

thing that will never go away. And the more opioid prescriptions that get 

filled, the more the problem compounds itself.

But one company is hoping to single-handedly solve the crisis with 

products that could revolutionize pain management.

MEET CARA THERAPEUTICS

Cara Therapeutics is a biotech company based out of Stamford, Connecticut, 

that could help eliminate the need for opioid prescriptions. This new-age 

biotech company is developing a pain medication called CR845 that targets 

opioid receptors in cells, the same receptors affected by morphine and other 

powerful opiates.

Cara believes it can produce the same pain-reducing features of mor-

phine without the dangerous side effects. It’s developing two forms of 

CR845: one for acute pain used after operations (think morphine IVs), and 

an oral one for chronic pain. These new alternatives would give doctors 

the ability to wean patients off addictive drugs and prevent new patients 

from developing a potentially deadly addiction.
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Clinical testing on these drugs has been positive so far. If the FDA ap-

proval process continues as expected, Cara will be on the frontlines of the 

pain-management industry. The potential market is huge. And Cara has 

other drugs in the pipeline that help make it a darling biotech.

 The best part is right now, Cara is priced in the low teens with a market 

cap under $1 billion. However, analysts have one-year price targets as high 

as $30.00, which would be more than a 100% increase from the current 

stock price. 

If Cara is able to produce an opioid replacement at a full scale, it 

could be worth tens of billions of dollars in a matter of years. And CR845 

is its closest drug toward full-scale commercialization. As other drugs 

make their way down the pipeline and get closer to implementation, the 

stock gains could be enormous.

Let’s say it only grows to one-fifth of the size of a company like Gilead. 

That would be a fiftyfold increase in size for Cara. That means a $1,000 

investment could easily grow to $50,000.

So if you want to beat down the opioid crisis and support a budding 

biotech that could revolutionize the healthcare industry, I recommend 

picking up a speculative position in Cara today.
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THE NOT-SO-SEXY KEY TO DRIVERLESS 
CARS—AND HOW TO PROFIT

Autonomous vehicles seem complicated. But they are merely composed 

of many simple parts all working together to perform a common task: 

LiDAR, which uses light pulses to measure the distance to certain objects; 

radar, which uses radio waves to perform a similar task but works in all 

types of weather; and cameras that take color images of the road that can 

then be interpreted by a computer.

Take a look at the diagram below of one self-driving vehicle. As you 

can see, these sensors are located on all sides of the car in order to feed 

the computer with the most accurate and complete picture possible.
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These sensors collect data to map the entire surrounding area, in-

cluding buildings, other vehicles, road signs, lane lines, and pedestrians. 

The data are then relayed through specialized software that determines 

how the vehicle will react. These sensors will play a major role in putting 

autonomous vehicles on the road. 

But more importantly for our purposes, the real moneymaking oppor-

tunity is what these sensors collect: data. That’s because data are the key 

to self-driving cars, which we can exploit for a potential proflt.

REASON #1 WHY DATA ARE SO IMPORTANT: TEACHING THE 
CAR TO DRIVE ITSELF

Right now we are in the early stages of testing autonomous vehicles. If 

you live in California or certain parts of Michigan, you may have seen 

self-driving cars already on public roads. Most of the time, these cars 

are either empty or being driven by a single engineer. They’re not trans-

porting passengers or even cargo. And there’s usually not even a specific 

destination in mind. The car is just driving for the sake of driving. Why?

It’s because these cars need to learn how to drive on public roads. 

They need to learn how to react in different situations—such as what to 

do at a crosswalk, at a bus stop, when a basketball goes rolling across the 

road, and the thousands of other situations human drivers experience on 

a daily basis. 

To learn how to react, the machines drive around collecting massive 

amounts of experience, which is translated into data. These data are then 

stored and analyzed to update the procedures of the vehicles for when the 

vehicles encounter similar situations.

Here is a scenario frequently used by the engineers producing these 

cars: an autonomous vehicle is following a bus that pulls halfway onto 

the shoulder to pick up passengers. This is a situation the vehicle has no 

data for, so it stops behind the bus and waits for it to move. In cases like 

this, the vehicle makes a note of the unusual situation, which is sent to 

programmers who can update the procedures.

This is done for the thousands of different situations drivers like you 

and I encounter every day. But these programmed procedures aren’t just 
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based off one instance. The same situation is re-enacted thousands of 

times to get the algorithm right—which requires a lot of data.

REASON #2 WHY DATA IS SO IMPORTANT: ON-THE-ROAD 
CONNECTIVITY

On-the-road connectivity refers to how autonomous vehicles will com-

municate with other autonomous vehicles on the road in the future. This 

issue makes the data collected after cars learn to drive just as important 

as the data being collected now, which is why the companies we’ll get to 

in a moment are great long-term investments.

To increase safety and efficiency, a common goal among producers is to 

link data between cars. This will allow cars to essentially talk to each other 

to share information on matters such as road conditions, traffic, and intent.

Here’s an example: All the cars on the highway are autonomous, and 

roadwork is closing one lane ahead. An entire lane of cars needs to merge. 

How do autonomous vehicles anticipate the intentions of other vehicles?

That’s where intercar connectivity comes in. In the future, the merging 

cars will be able to transmit data to each other regarding their intentions. 

This will need to be done for every possible situation that can occur while 

driving—such as passing buses not fully pulled over on the shoulder, and 

maneuvering around accidents or hazards in the road—which will require 

even more data.

From an investment standpoint, there are multiple ways to take ad-

vantage of the massive data demand autonomous vehicles will bring. 

Here are two of Dollar Trade Club’s favorites.

Hortonworks (NYSE: HDP) is a small (less than $2 billion market 

cap) company equipped to handle the massive amounts of data being 

gathered from autonomous vehicles. Hortonworks currently provides a 

platform used for storing, processing, and analyzing large volumes of 

data. Autonomous-car producers already use the platform to analyze data 

and make the appropriate changes to vehicle procedures. 

As the number of miles driven grows, companies like HDP become 

more valuable by managing larger blocks of data.
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Next is Intel Corp. (NYSE: INTC). It is the market leader in 5G tech-

nology, which will make these technologies a reality. In short, 5G wireless 

connectivity will allow for faster, more reliable data transfer, and it can sup-

port a higher number of users. This is critical in putting technologies like 

self-driving cars on the road. After all, lives are on the line, which means 

there is no room for the kind of error today’s 4G standard currently permits.

 As autonomous cars become more prevalent, shares of these two 

companies should take off. You can buy them now and wait for the ride.

24

18

12

6

Hortonworks Inc. (NASDAQ: HDP)
HDP’s three-year price chart in US dollars

2015 2016 2017 2018

50

40

30

20

Intel Corporation (NASDAQ: INTC)
INTC’s five-year price chart in US dollars

2014 2015 2016 2017 2018



81

BUY INTO THE IMMUNOTHERAPY BOOM 
FOR LESS THAN A BIG MAC

We all know cancer poses one of the biggest threats to our lives. Indeed, 

the American Cancer Society estimates roughly one in two people will 

develop cancer in their lifetime. And one in four people will likely die 

from it.

But I’m not here to just quote gloomy statistics. Instead, I want to 

highlight one of the most promising treatments to fight—and eventually 

beat—this deadly disease. We’re already making significant progress.

Since the early 1970s, the cancer-survival rate has vaulted from 10% 

to 80%.

Much of this is due to improved screening technology, healthier life-

styles, and cutting-edge treatments. After all, prevention and early diagnosis 

are critical elements of fighting diseases and illnesses. But with a 25% death 

rate, the fight is far from over.

To combat this wretched disease, the next wave of cancer therapies is 

battling it on a whole new front, and one company has used this roadmap 

to fight cancer within our own DNA.

THIS CURE GOES FAR BEYOND POISON

As you may know, after 13 years of painstaking work, scientists cracked 

the human genome code in 2003. Consisting of more than 3.5 billion base 



82 PART III: CAPITALIZING ON TODAY’S HOTTEST TRENDS

pairs, this schematic has given researchers invaluable insights into how 

the body’s immune system works. According to the Dana-Farber Cancer 

Institute: “The groundwork was laid in the 1990s, when scientists learned 

that human cells carry certain proteins on their surface that enable them 

to escape attack from the body’s immune system.”

The institute’s scientists then discovered that “many cancer cells wear 

one of those same proteins—PD-L1—part of an elaborate masquerade 

that allows cancer cells to live and multiply without harassment from the 

immune system.” The institute continues, “The implications of that find-

ing, published in 2001, were self-evident: find a way to block PD-L1, or 

the proteins on immune system cells that ‘see’ PD-L1, and the command 

that once prevented an immune system attack on cancer would be lifted.”

Such groundbreaking research has resulted in a different way of fight-

ing cancer: immunotherapy. Rather than attacking the body with radiation 

or poisoning cancer with powerful drugs, immunotherapy uses the body’s 

own defenses to fight off cancer cells.

There are several different types of immunotherapy:

•  Targeted therapy. Special antibodies place a marker on cancer 

cells, making it easier for the immune system to hunt down and 

kill the cells.

•  Interferon therapy. Powerful natural proteins are grown in a lab 

and injected into a patient. These interferons help the immune 

system disrupt the growth of cancer cells.

•  Oncolytic virus therapy. A virus that kills cancer cells is inject-

ed directly into a cancerous tumor. As the cancer cells die, the 

immune system targets the cancer-killing viruses with special 

antigens.

•  Adoptive cell transfer. Researchers jumpstart a patient’s im-

mune system by inserting augmented cancer-killing T-cells di-

rectly into the system.

Of the immunotherapies, adoptive cell transfer is perhaps the most 

promising—and lucrative. As you may know, T-cells are critical in helping 
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the body fight against foreign invaders. One company has taken the pro-

cess a step further.

WHY HACKING IS ACTUALLY A GOOD THING

Inovio Pharmaceuticals Inc. (NASDAQ: INO) is not only pioneering 

adoptive cell-transfer treatments, it’s hacking cancer cells themselves. 

Inovio’s patented SynCon technology can deliver personalized immuno-

therapy treatment to cancer patients.

First, scientists take a sample of a disease’s DNA and analyze it against 

the company’s massive database of genetic data. Then they create a tar-

geted antigen response using a synthetic “consensus” gene sequence. 

This synthetic gene sequence isn’t a complete DNA match. But it does 

consist of several different genetic variations a patient’s immune system 

can learn to identify and kill. This process isn’t exclusive to crafting per-

sonalized disease treatments.

Inovio is using SynCon to develop vaccines for viral diseases ranging 

from flu to the human papillomavirus, the latter of which is the leading 

cause of cervical cancer. The company’s flagship therapy, VGX-3100, a 

vaccine for cervical cancer, entered Phase III clinical trials in 2017. 

Inovio’s process is so powerful and flexible that the company is currently 

working on a vaccine for the deadly Zika virus, which can cause devastating 

birth defects in babies whose mothers were infected while pregnant.
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With a market cap around $400 million, this immunotherapy pioneer 

has plenty of room to run higher as the field continues to grow. And with 

that major VGX-3100 clinical-trial milestone looming, this could be your 

best opportunity to grab shares before they really take off.



85

A “SECRET” BACKDOOR PLAY INTO  
TESLA’S BOOMING EV BUSINESS

Earlier we told you about how the electric vehicle industry is about to 

take off. We also gave you a few ways to play it. But you may have noticed 

that we didn’t mention the biggest name in the business: Tesla Motors 

Inc. (TSLA).

Tesla is one of the few pure-play opportunities in the electric car 

space. Yes, large automakers like Toyota Motor Corp., Nissan Motor Co. 

Ltd., and General Motors Co. have skin in the EV game, but they’re still 

mostly reliant on the combustion-engine market.

The problem is that Tesla’s shares are too expensive and volatile to 

speculate in. That’s why we recommend looking at one of its suppliers 

instead.

Modine Manufacturing Co. (NASDAQ: MOD) is one of America’s 

premier thermal-management-solutions firms. Founded in 1916, the com-

pany boasts more than a hundred years of experience crafting high-end 

heat-transfer systems and components. 

In fact, Modine’s Turbotube radiators were once standard in the leg-

endary Ford Model T.

Today, the company’s thermal-management systems can be found in 

a wide variety of products from cars, to construction equipment, to com-

mercial HVAC systems. And in the last century, they’ve amassed more 

than 2,200 registered patents around the world.



86 PART III: CAPITALIZING ON TODAY’S HOTTEST TRENDS

Here’s why EV investors should like Modine right now.

ALL CHILLER, NO FILLER

Today’s lithium-ion batteries can power an automobile for hundreds of 

miles between charges. As you can imagine, these batteries get pretty hot 

in the process. And in a car without a combustion engine, the battery is 

arguably the most important element of the entire vehicle.

The battery’s performance and longevity depend on keeping it op-

erating within optimal temperature range. The device that handles the 

battery’s cooling operations is called a battery chiller. Put simply, it’s a 

heat exchanger that connects a battery’s dedicated coolant system to the 

car’s refrigerant loop.

Battery chillers use two types of heat exchange: air and liquid. An air-

based system blows cool air around the battery cells to exchange the heat, 

much like a computer’s fan. A liquid-based system uses a refrigerant fluid 

such as glycol to exchange the heat.

Air chillers are typically cheaper than liquid-based systems, but they 

can be heavy and less efficient. Liquid-based battery chillers can be more 

expensive for automakers, but they offer superior temperature regulation.

That’s why Tesla has employed Modine’s battery chillers in their Mod-

el S sedan. And it’s not the only heavyweight automaker buying Modine’s 

thermal-management systems. Some of its biggest auto clients aside from 

Tesla include Ford Motor Co., BMW, Daimler AG, and Volvo. 

Of the 63% of the company’s revenue that is generated from the auto 

industry, only one customer (Daimler AG) accounts for more than 10% 

of sales. In other words, while Tesla’s growing business benefits Modine, 

Modine’s revenue streams are well diversified.

Recently trading for under $22 a share, Modine’s shares are priced at 

an absolute steal relative to Tesla at more than $300.

Bottom line: You may have missed out on Tesla’s massive rally over 

the last six years. But through Modine, you can still book a cool profit 

from Tesla’s domination of the EV market.
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SUPPLY SQUEEZES PUT 8 MILLION  
REFRIGERATORS AT RISK—AND PROFITS 

IN YOUR POCKET

The self-contained refrigerator is a modern marvel. Invented in the early nine-

teenth century and mass-produced by Frigidaire in the 1920s, fridges have 

been keeping food fresh in households and businesses alike for many years.

A refrigerator consists of a storage unit for items to be kept cool, a 

compressor, condenser coils, a radiator, and a fluid refrigerant. Most of 

these components and processes have changed very little since incep-

tion—except for one: the refrigerant.

Fridges have seen a wide range of coolants from ammonia in the early 

days, to Freon (R22), to today’s Puron (R410A). While Freon has been in 

use for decades as a refrigerant, it is unfortunately a hydrochlorofluoro-

carbon, which is known to deplete ozone. As a result, the EPA has put a 

phase-down schedule in place that will outlaw the production or impor-

tation of Freon by 2020. In fact, supply of R22 was halved to 18 million 

pounds in 2016.

By 2010, shipments were halted for new fridges containing R22. But 

some refrigerator companies continued selling fridges with R22 systems 

for several years after that. They took advantage of a loophole in EPA 

rules that allowed them to sell refrigerators that are R22 ready—only 

without the refrigerant included. Consumers just needed to charge the 

fridge with refrigerant after the purchase. 
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Of course, these fridges were sold at a much lower price than those 

conforming to the new environmental standards. What does all this 

mean? It’s simple, really. 

The supply of R22 is declining at a rapid pace. Because no new R22 is 

allowed to be produced, the only way to retrieve the coolant is to reclaim it 

from decommissioned fridge units. It’s like a black market for refrigerators!

At the same time, demand for R22 will continue to be strong as con-

sumers continue to charge their refrigerators. Demand has already begun 

to outpace supply, and the supply crunch has massively driven up the 

price. According to data from Refrigerant Solutions Inc., the wholesale 

price of R22 has nearly tripled since 2015.

The price jump has created a huge opportunity for the companies that 

reclaim R22. And we’ve found the perfect play to take action on the trend.

SHORT SQUEEZE, PROFITS PLEASE

Hudson Technologies Inc. (NASDAQ: HDSN) is a refrigerant-services 

company based in Pearl River, New York. With a market share of 25%, Hud-

son is the nation’s largest refrigerant reclaimer. But it also sports a market 

capitalization of $250 million, making it a relatively small company.

The company extracts refrigerant from existing units to EPA spec-

ifications (ensuring none of it escapes into the atmosphere), verifying 

high-quality product, and reselling it. The process isn’t cheap or simple. 

But it’s highly profitable, especially as the price of refrigerant skyrockets.

Over the last three years, Hudson’s annual revenue has jumped 89% 

to $106 million. And over the last five years, the company’s earnings 

have grown 7.6%—more than twice the industry growth rate of 3.6%. Its 

earnings are expected to grow at an annual pace of nearly 40% over the 

next two years.

Not only does Hudson enjoy little attention from Wall Street because 

of its small size (only three analysts cover the stock), but the refrigerant 

shortage overall is also going underreported. This means early investors 

have the chance to hop into these shares before the herd catches on to this 

massive opportunity.
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But don’t wait too long. The supply squeeze is on the way.
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HOW TO GET PAID AN 8% ROYALTY  
ON US SHALE GROWTH

Do yourself a favor. Grab a cowboy hat, dust off your boots, and drive 

330 miles west on Interstate 20 from Dallas, Texas. This won’t be the 

most beautiful drive on the planet, but I’m not sending you on this trip 

for sightseeing purposes.

I’m sending you on a treasure hunt.

I’m directing you to a place that today has the most sought-after prop-

erty on the planet—property so valuable it is essentially a treasure. At the 

end of this roughly five-hour drive you’ll find the Permian Basin, an oil 

play that has turned the global oil market upside-down.

Ghawar, Saudi Arabia

Permian Basin, USA

Burgan, Kuwait

Safaniyah, Saudi Arabia

Eagle Ford Shale, USA

Samotlerskoye, Russia

Shaybah, Saudi Arabia

Ramashkinskoye, Russia

ADCO, UAE

Zuluf, Saudi Arabia

Cantaroli, Mexico

Everything really is bigger in Texas
Total recoverable resource

Source: Pioneer Natural Resources
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The Permian Basin amounts to an American oil bonanza so large that 

the only comparable oil play in the world is the mighty Middle Eastern 

Gwahar Field. For perspective, consider that Gwahar is an oil field so pro-

ductive that it has single-handedly allowed the nation of Saudi Arabia to 

hold the global oil market hostage for decades.

 The Permian is the new oil mecca every producer wants a piece of. 

The fantastic news is that after reading this chapter they will have to pay 

you to get it.

ONE COMPANY OWNS THE MOST VALUABLE PART

The prices being paid for acreage in the Permian Basin show just how 

valuable the industry now believes the land to be. The going rate for land 

in the Permian is an astounding $60,000 per acre.

That’s why I want to introduce you to the little-known company Viper 

Energy Partners (NASDAQ: VNOM). This $3 billion company owns 

land in the very best part of the Permian Basin, where the economics of 

producing oil are the best in North America. Viper is a royalty-streaming 

master limited partnership (MLP)—meaning that at least 90% of income 

must be passed on to shareholders. It’s literally a royalty on Permian 

Basin oil production.

What you are going to like about Viper is both what it has and doesn’t 

have. First, let’s take a look at what the company doesn’t have. That includes 

long-term debt, capital-spending requirements, and a large employee base. 

What do all of those things have in common? They involve cash going out 

the door. These are things you want to minimize, and for this Viper gets 

an A+.

What Viper does have is the mineral rights to acreage located in the 

core of the Permian Basin, primarily the Midland Basin. These mineral 

rights entitle Viper to a royalty on any revenue generated from devel-

oping natural resources located on this land. That royalty comes in at 

roughly 20% of revenue.

Let’s think for a minute about how this Viper business model works. 

In fact, let’s take more than a minute because thinking about this business 
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model is a very pleasant experience. On the revenue side, Viper has just 

one major source: oil producers who are generating production on Viper’s 

land and sending a check to Viper equal to 20% of their revenue each and 

every month.

What does Viper need to do every month to generate that revenue? 

There really isn’t much of anything Viper needs to do. Viper owns the 

mineral rights, so it is entitled to the revenue. Viper doesn’t have to pay 

for the drilling of any wells. Viper doesn’t have any debt, so there are no 

interest payments. And since Viper isn’t really doing much of anything, 

there isn’t a need for many employees.

I imagine a day in the Viper office consists of opening the mail and 

depositing the royalty check in the bank. I’d say that’s a sweet gig if you 

can get it.

With so few expenses, Viper has an incredibly high-margin business 

model—a business model where gushing free cash flow can be used to pay 

a dividend to shareholders. In 2017, Viper had $172 million of revenue 

and generated $139 million of cash flow from operations. The year before, 

revenue was $79 million and cash flow was $68 million. 

That’s right: more than 80% of the revenue Viper receives turns into 

cash flow, which is then available for distribution to shareholders.

I’m not joking when I say this is a superior business model. These 

incredibly high margins allow Viper to remain profitable and pay a div-

idend even at amazingly low oil prices—dividends that during the most 

recent quarter came out to an annualized 8.1%.
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ONE JABILLION WAYS TO GET RICH

Have you ever heard the story of California’s first millionaire? I mention 

it because, believe it or not, the example he set 170 years ago is relevant 

more than ever. 

His name was Samuel Brannan, and the year was 1848. The Califor-

nia gold rush was just getting started.

As the story goes, Brannan didn’t just “run for the mines” like every-

body else. Brannan traveled all around the San Francisco area buying up 

any sort of mining equipment he could find. When word of gold began 

to spread (in part by him yelling “Gold! Gold! Gold!” through the streets 

of San Francisco), Brannan was the only man in town with pickaxes and 

dynamite.

By 1856, Brannan was earning an estimated $250,000 to $500,000 

a year selling equipment to the hordes of people flooding into the area. 

Keep in mind that not only is that a lot of money by today’s standards, but 

it was a fortune in 1856. 

Ultimately, Brannan squandered his money on alcohol and a messy 

divorce, but that’s a story for another time. We’re focused on how he made 

his fortune: by supplying the pickaxes and dynamite to the hundreds of 

thousands of prospectors whose focus was the latest get-rich-quick scheme.
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Fast forward to today. Another gold rush is happening—this time in 

in the technology sector—and I want to give you one behind-the-scenes 

company set to benefit.

Take self-driving cars. In previous chapters, I’ve talked about buying 

stock in companies like Hortonworks and Modine Manufacturing. That’s 

because no matter what automotive juggernaut gets its self-driving cars 

on the road first, these two behind-the-scenes companies are guaranteed 

to benefit by producing the underlying technology.

This chapter’s stock pick continues with this philosophy. 

“Empowering brands who empower the world.” That’s the tagline for 

the company whose stock I’m referring to: Jabil Inc. (NASDAQ: JBL). Jabil 

is one of the world’s leading contract manufacturing-services companies. 

It provides electronics design, manufacturing, and product-management 

services to major corporations like Apple, Tesla, HP, Cisco, and IBM.

In short, companies go to Jabil with an idea or prototype, and Jabil 

uses its manufacturing and supply-chain expertise to quickly turn it into 

a product viable for mass production.

Apple has been Jabil’s primary customer: Jabil supplies the encasements 

used to house iPhones and iPads. This accounted for 24% of revenue in the 

fourth quarter of 2017. Although a contract with Apple is usually a slam 

dunk for manufacturing companies, recently this relationship has actually 

negatively affected Jabil’s stock price. That’s because iPhone demand has 

been under fire.

It seems like every week another Wall Street “expert” releases a report 

downgrading demand. When 24% of revenue depends on more phones 

being sold, Jabil’s stock has rightfully taken a hit.

However, good news is on the horizon. Jabil is quickly expanding into 

other industries to diversify away from Apple. Don’t get me wrong: it’ll 

still manufacture parts for Apple. But it is also moving into areas like 3D 

printing, autonomous systems, wireless systems, healthcare, and packaging 

to continue growing its top line while taking the fate of its stock price out 

of Apple’s hands.

Those last two are the big areas that could soon move the stock price 
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higher. The healthcare industry is ripe for disruption as leaders are under 

constant pressure to decrease costs. The same goes for packaging. As more 

goods are ordered online, e-tailers are requiring lighter and more compact 

containers, and the goods being shipped now require “smart packaging.” 

Jabil has the expertise to produce all these types of packaging.

According to the most recent earnings call, healthcare and packaging 

revenues are already growing, and they will continue to grow at a rate 

of 20–25% per year through 2019. Keep in mind, these segments are just 

a few of the areas where Jabil operates. If my math is correct, the Jabil 

website currently lists 89 different segments.

I recommend you buy your shares soon. I expect to see the turnaround 

start before 2019.
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THE WORLD’S LIGHTEST METAL IS  
SET TO MAKE A BIG IMPACT ON  

YOUR RETIREMENT

Let’s continue with the “pickaxe and shovel” plays and talk about one 

major element that will power our future: lithium, the metal that is the 

world’s lightest and also extremely reactive. 

These two important qualities make lithium the preferred ingredient 

for batteries used in cell phones, laptops, electric cars, and many more 

technologies that require the most power per pound possible.

To get an idea of just how efficient these lithium batteries are, take 

a look at this quick comparison. A typical lithium-ion battery can store 

150 watt-hours of electricity in one kilogram of battery. A nickel-met-

al hydride battery can store around a hundred watt-hours per kilogram, 

although 60 to 70 is more typical. A lead-acid battery can store only 25 

watt-hours per kilogram. That means that using lead-acid technology, it 

takes six kilograms to store the same amount of energy that a one-kilo-

gram lithium-ion battery can handle. It is no wonder lithium demand is 

booming.

More and more products are relying on increased battery power to 

function better. This trend is showing no signs of stopping. Just take a 

look at the chart on the next page.
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Until 2018, investing in lithium seemed like trying to jump on a run-

away train. The stock prices of the big players like Albemarle and Sociedad 

Química y Minera doubled in just over a year as all the future benefits 

seemed to already be priced into the stocks. But thanks to Morgan Stanley, 

that massive run ended in a big way. 

In early 2018, Morgan Stanley issued an extremely bearish report on 

the future of lithium. In particular, it predicted lithium prices will fall 45% 

by 2025 as increased supply could outweigh demand. This sent shockwaves 

through the market. Albemarle dropped over 30% on the news while Socie-

dad Química y Minera’s stock plummeted over 25% from its high. 

This presents a buying opportunity. The lithium industry isn’t taking 

Morgan Stanley’s report lightly, which leads me to believe the lithium 

market could have fallen too far, too fast.

Take a look at these quotes from several lithium executives in the days 

following the bearish Morgan Stanley report.

Ken Brinsden, CEO of Australian miner Pilbara Minerals, said at a 

mining conference: “I am firmly of the view that everyone, including Mor-

gan Stanley, is grossly underestimating how quickly the market is moving 

on the demand side.”

Luke Kissam, CEO of Albemarle, speaking about demand during Al-

bemarle’s 2017 Q4 conference call said, “So back during the Investor Day, 

our models were looking at incremental [lithium] growth over the next 
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5 years at about 35,000 metric tons per year. And our new demand models 

suggest about 70,000 metric tons per year over the next 5 years on average.”

That’s right. The second-largest lithium producer in the world dou-

bled its demand forecast. 

And it didn’t stop there. Here’s Luke’s response later in the call to a 

supply question by Vincent Andrews, the Morgan Stanley analyst who 

wrote the negative report:

We believe that the market is going to remain tight. . . . If you’ve 

read the articles in the press about the automobile makers and 

the OEMs trying to go directly to grab lithium, that tells you the 

automakers believe that the market is going to be tight. . . . So, 

what the supply chain is telling us, what the customers are telling 

us and what we believe is that this market is going to remain tight 

for the foreseeable future.

It seems very possible the market fell too far, too fast on the seemingly 

overblown supply-side news, which is why we recommend buying the Global 

X Lithium & Battery Tech ETF (NYSE Arca: LIT) for long-term gains.

Keep in mind that when an industry is out of favor, it can stay that 

way for a long time. And right now the lithium industry is definitely out 

of favor. Don’t expect the sentiment to turn overnight. But know that lith-

ium will play a major role in our future and this blip could be your last 

chance to cash in before the train starts running again.
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ADOPT THIS “INDEX-FUND ORPHAN” INTO 
YOUR PORTFOLIO. YOU WON’T REGRET IT.

Lonely, neglected, and forgotten. Nobody wants them, even though there’s 

absolutely nothing wrong with them. They are stuck on the outside 

looking in. 

I’m referring to the publicly traded companies not included in the 

major stock indices, in particular the S&P 500.

The surge in passive investing over the past decade has meant huge 

sums of cash are being poured into shares of companies listed in the S&P 

500. The chart below shows the 12-year-long exodus from actively man-

aged funds in favor of passive investments, resulting in hundreds of billions 

of dollars bidding up the index-fund stocks.
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 None of this money chasing passive investments has been used to pur-

chase companies that aren’t listed in the major indices. In fact, as money gets 

redeemed from active fund managers (the darker portion of the bar graph), 

shares of companies not included in the major indices have actually come 

under selling pressure.

Unwanted by the popular passive-investing crowd and facing forced 

selling by active managers, a generation of index-fund orphans has been 

born. It’s time for you to do your part to help fix this problem.

AN ADOPTION PROGRAM FIT FOR YOUR PORTFOLIO

For more than a decade, massive amounts of investor cash have chased 

the same S&P 500 stocks. The obvious result is that these stocks as a 

group are now expensive. This has led the S&P 500’s cyclically adjusted 

P/E ratio—or Shiller P/E, as it’s known—to reach its second-highest level 

ever, behind the dot-com bubble in 2000.

This is why I’m suggesting you stop buying these S&P 500 stocks and 

instead look for bargains where no money is being allocated. Look for 

opportunities among the index-fund orphans.

Let me introduce you to Diamond Hill Investment Group (NASDAQ: 

DHIL), an attractively priced active asset manager.

Diamond Hill manages a portfolio of investment funds focused on 

finding stocks that trade for less than their intrinsic value. Not only is Di-

amond Hill an overlooked stock itself, but it focuses its fund management 

on investing in other index-fund orphans. 

The firm’s long-term investment track record is excellent. When the 

current passive-investment phase passes and active managers like Dia-

mond Hill come back into fashion, that long-term performance will get 

even better.

ATTRACTIVELY PRICED, SHAREHOLDER ALIGNED AND A 
GREAT BUSINESS

I can make my case for Diamond Hill in three points.

The shares are very attractively priced. On all valuation metrics, 

Diamond Hill’s shares are currently very attractively priced relative to 
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their historical norms. Diamond Hill currently trades at times earnings, 

significantly lower than the overall market, making it very inexpensive for 

a company that has grown operating income at an annualized rate of 21% 

over the past five years.

Historically, whenever Diamond Hill has been this inexpensive, its 

stock price has subsequently significantly outperformed. I must also men-

tion that Diamond Hill currently yields a delightful 3.35%.

Diamond Hill insiders feast on their own cooking. The older I get, 

the more I believe in the importance of having the proper incentives in 

place. At Diamond Hill, all employees, not just upper management, have 

incentives that are aligned directly with shareholders.

In total, insiders own 23% of the company, which adds up to $150 

million worth of shares. Employees have another $135 million invested in 

the funds Diamond Hill Capital manages. They have more of their compen-

sation tied to the performance of Diamond Hill than to their actual salaries.

If Diamond Hill makes money, employees and shareholders make 

money. I love that.

This is an incredibly successful business. For just 14 times earnings, 

investors can buy a company that has generated 21% annualized oper-

ating income growth over the past five years despite having the passive- 

investment wind in its face.

When active fund management comes back into favor, these growth 

rates are only going to increase. Usually, I would expect a company growing 
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income at a rate of over 20% to have a price-to-earnings ratio of at least 20, 

not the 14 here Diamond Hill trades at.

Also important is that this is an incredibly capital-light business model 

that generates lots of free cash flow. As earnings grow, so too will Diamond 

Hill’s dividend because that cash does not need to be reinvested in the 

business. It’s yet another reason the company will be a welcome addition 

to your portfolio.
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HOW TO PAY $130 FOR HAWAII’S  
MOST EXPENSIVE REAL ESTATE

Let’s continue talking about lonely, forgotten stocks and now focus on 

Howard Hughes Corporation (NYSE: HHC).

Unlike Diamond Hill Investment Group, which we talked about in the 

last chapter, Howard Hughes isn’t an index-fund orphan per se.

Instead, Howard Hughes is an industry orphan, which has also left it 

largely ignored by institutional investors.

Howard Hughes has a unique business model for a publicly traded 

company:

• It isn’t just a real estate investment trust.

• It isn’t just a homebuilder.

• It isn’t just a land developer.

Instead, it’s all three of these things. As a result, it doesn’t fit into any 

of Wall Street’s existing boxes. Wall Street has analysts assigned to each 

individual sector but no analysts assigned to cover all three, which means 

there are currently only a handful of analysts covering HHC.

This presents an extremely compelling buying opportunity.

DEVELOPING WORLD-CLASS REAL ESTATE ASSETS

Howard Hughes focuses on master planned communities (MPCs), tak-

ing a very long-term view to construct massive “communities” usually 
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consisting of homes, offices, and retail spaces. Currently, the company has 

five main existing MPCs located in and around Houston, Las Vegas, and 

Maryland that cover over 80,000 acres and have almost 350,000 people 

living within them.

Howard Hughes profits from these communities in two ways, both of 

which are pretty straightforward. 

The first is by building the physical structures and selling them to 

business and homebuyers for a profit. The second way it profits from 

these communities is by operating properties it does not sell. This in-

cludes renting homes, offices, and retail spaces to tenants that allow HHC 

to collect a steady stream of income.

Easy enough, right? I love investing in businesses with easy-to-under-

stand business models. Something about it is just reassuring to me as an 

investor. But I’m not recommending HHC because its business model is 

easy to understand. I’m recommending HHC because it’s got two major 

cash cows on the horizon.

In addition to the five existing MPCs, Howard Hughes also has two 

very significant MPCs in their infancy in Hawaii and New York City. These 

are huge developments on the verge of contributing significantly to the 

company’s financial results.

One of these is Ward Village, in Honolulu, Hawaii. It’s an amazing 

ocean-front parcel of property within walking distance of Waikiki Beach 

and adjacent to Ala Moana Beach Park. See it yourself with the jaw-drop-

ping view on the next page from the window of one unit in the Waiea 

condo tower within Ward Village.

 The first condo tower (Ala Moana) sold out all 206 units in 23 hours, 

with people camping out at the sales center. The next seven towers are 

in the planning stage, but most of the units have already been sold. Over 

time, these properties will add up to 4,000 residential units and 1.9 mil-

lion square feet of retail and office space—all on 60 acres of the most 

valuable ocean-front property on the planet.

The other development is South Street Seaport, located in New York 

City. Howard Hughes is redeveloping Pier 17. Again, this is an incredibly 
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valuable piece of real estate, with phase one of the project having just 

gone live in late 2017.

Both of these assets have basically been dormant in Howard Hughes’s 

financial statements. After all, they’ve been in the development stage and 

therefore not earning any revenue. But that is about to change, and I 

believe Howard Hughes’s share price will rise powerfully over the next 

several years as the company’s revenue ramps up.

Now’s your chance to get in on the ground floor. At the current share 

price of $130, I believe that investors are only paying for the value of the 

five existing MPCs. That means no value is currently baked into the share 

price for HHC’s beautiful Hawaii and New York real estate—or the other 

37 million square feet of planned future development projects I didn’t 

even mention.

But don’t wait too long. Some of the most valuable real estate in the 

world can’t stay hidden for long.
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OPEN THE GATE FOR THESE BARBARIANS—
AND SAVE YOUR RETIREMENT

KKR & Co. L.P. (NYSE: KKR) was founded in 1976 by the late Jerome 

Kohlberg alongside his Bear Stearns colleagues and first cousins Henry 

Kravis and George Roberts. Kohlberg left KKR within a decade of founding 

the company, while Kravis and Roberts continue to lead the company today 

as co-chairmen and co-CEOs.

KKR was a pioneer in the private-equity business in the 1980s. The 

firm was famously profiled in the book Barbarians at the Gate, which de-

tailed the $25 billion leveraged-buyout war over RJR Nabisco, which KKR 

eventually won. At the time, it was the largest leveraged buyout in history. 

But I believe this company’s brightest days are still ahead, which is 

why I want to dive a little deeper to explain why you should add this 

company to your portfolio.

The private-equity business is pretty simple and very lucrative if done 

correctly. Given the wealth Kravis and Roberts have created, I can tell 

you they have mastered the practice. Private-equity funds use borrowed 

money to purchase underperforming and inefficient companies and then 

improve operations to increase profitability.

For example, KKR might buy a company for $1 billion, and then in-

crease profitability by 50% to drive the company’s value up to $1.5 billion. 

The private equity fund realizes profits when it eventually sells the now 

more valuable company.
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Today, KKR is an asset manager of not just private-equity funds, but a 

growing list of other classes of assets as well. In addition to private equity, 

under the KKR umbrella are investment funds directed toward infrastruc-

ture, energy, real estate, credit, and hedge funds. KKR is a massive insti-

tution that manages more than $150 billion in assets. Of that sum, $88 

billion is managed in private markets and another $66 billion is managed 

in public markets.

What you need to understand about KKR is that it’s no fluke that the 

company has grown so large. The investment returns the company has 

put up over time are nothing short of exceptional. 

From inception through the end of 2017, KKR’s investment funds that 

are at least 24 months old have generated an annualized rate of return for 

investors of 25.6%. That’s more than double the 11.9% return of the S&P 

500 over that same time period.

Keep in mind that the majority of professional managers fail to even 

match the returns of the S&P 500. 

KKR’S THREE AVENUES OF GENERATING PROFITS

KKR makes money in three ways.

Management fees. KKR charges fees based on the percentage of total 

assets the company manages. The more assets KKR manages, the more 

management fees the firm collects. This is a recurring stream of cash 

flows that grows over time as investment performance drives asset values 

higher and the firm also accumulates more new money to manage.

Across the various KKR funds, these fees average 1.2% of assets under 

management.

Performance fees. In addition to charging a management fee based 

on the amount of assets managed, KKR also charges a performance fee 

(roughly 15%) that entitles the company to a slice of investment profits.

The dollar amounts earned in performance fees vary based on the 

actual performance of funds KKR manages. The better the performance, 

the greater KKR’s performance-fee revenue.

Ownership of KKR Investments. KKR invests a substantial amount 

of cash alongside its investors in the KKR funds. In other words, KKR eats 
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its own cooking. As of the end of 2017, those investments accounted for 

$13.80 per share of value to KKR shareholders.

With over $150 billion in assets, KKR is without question a very large 

company. But believe it or not, the size of KKR is actually rather modest 

relative to many competitors. Incredibly, KKR doesn’t even come close to 

cracking the list of top-50 asset managers by assets under management.

In fact, KKR comes in at less than 3% the size of the world’s largest 

manager, Blackrock. But I expect KKR to soon move up the list. The key 

to achieving that end will be providing a wider range of investment prod-

ucts and more aggressive marketing—two ideas that have already been 

set in motion. 

So despite an incredible 40-year track record, KKR has decades of 

growth ahead of it.
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BUY THIS DARK HORSE IN THE WAR  
ON CASH

Finding value in the stock market is all about knowing where to look. One 

such place is in the land of spinoffs. 

A spinoff takes place when a parent company spins off one distinct 

subsidiary or business unit into a stand-alone public company. When the 

spinoff occurs, the shareholders of the parent company receive shares of 

this newly spun-off entity.

The underlying business reason for the spin-off is usually to rid the 

parent of a noncore business so it can focus on what it does best. But what 

often happens is that the investors who receive the shares of the spun-off 

business don’t want them. Institutional investors in particular aren’t inter-

ested in owning a much smaller company. After all, they invested in the 

parent company, not this smaller subsidiary.

The result is that shares of the spun-off company get sold aggressively—

not because of poor business performance, but just as a function of being 

a spinoff.

This creates an opportunity for investors like us. Let me introduce you 

to Synchrony Financial (NYSE: SYF). 

Synchrony was spun off General Electric in 2014. While relatively new 

as a publicly traded company, Synchrony has been in business for 85 years. 

This is the largest private-label credit card provider in the United States, 
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controlling almost half the market. If you’ve ever signed up for a store 

credit card at checkout to save 5% on your purchase, then you probably 

have a card issued by Synchrony Financial.

The chart below shows some of Synchrony’s key credit card partners 

and the length of their respective partnerships (in years).

 Those are some pretty notable names. 

Synchrony’s cards are different from regular credit cards since they can 

offer special financing deals. For example, if you use the Amazon Store 

Card issued by Synchrony, you can qualify for a zero-interest loan for up 

to 24 months on some big-ticket Amazon purchases. The financing can be 

easily arranged at checkout, and if you’re an Amazon Prime member, you 

also get 5% cash back. 

This is a huge competitive advantage the partnership with Amazon 

(and other partners) creates. You would be throwing away money if you 

didn’t sign up for the card. But that’s not all. Synchrony has three tailwinds 

that should push the stock price higher.

Synchrony is a big beneficiary of e-commerce. I don’t think there 

is any question about the growing importance of online retail in today’s 

Mass merchandisers

Lowe’s (37)

Sam’s Club (23)

Walmart (17)

E-retailers

Amazon (9)

Ebates (3)

Evin Live (10)

Google Store (1)

PayPal (12)

QVC (11)

Oil & Gas

BP (1)

Chevron (9)

Citgo (1)

Phillips 66 (3)

Department stores

Belk (11)

JCPenney (17)

Stein Mart (1)

Specialty retailers

American Eagle (20)

Dick’s Sporting Goods (13)

Gap (18)

Men’s Wearhouse (118)

Mills Feet Farm (11)

TJX (5)

Travel & Entertainment

Fareportal (1)

Marvel (1)

Stash Hotels (1)

The dominant player in private label credit cards
Synchrony Financial credit card partners

Source: Synchrony Financial
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society. More and more items are ordered online every day, and Synchrony 

is one of the biggest beneficiaries of this trend.

That’s because credit cards are by far the most popular method of 

payment online. And because Synchrony collects interest on outstanding 

payments, the more goods ordered online, the better it does.

Growth is ahead. This is a story about growth and high returns. As I 

said, the e-commerce market is booming.

Synchrony is set to grow earnings at a double-digit clip for years to come 

while generating a return on equity in excess of 20%. Ultimately, it is earn-

ings growth that will drive the stock’s performance over the coming years.

It’s crazy cheap. For a company growing earnings in the double digits 

and generating a 20% return on equity, investors are paying just 14 times 

earnings.

That represents a huge discount from what the average company in 

the S&P 500 currently trades at (hint: more than 20 times earnings).

Therefore, this stock isn’t even that “risky” compared to the majority of 

publicly traded companies, but it still has an incredible amount of upside. 

So we think this stock won’t stay cheap for long.
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FORGET BOEING AND LOCKHEED.  
THIS SMALL CAP BOASTS  
INTERGALACTIC UPSIDE.

Nearly six decades have passed since the Soviet Union’s Yuri Gagarin beat 

the United States to become the first man in space. And it’s been 47 years 

since humans last stepped foot on the moon—the farthest we’ve ever ven-

tured from the Earth.

But if you think the Space Race is over, you couldn’t be more wrong. 

That’s because by 2021, China aims to be the first country to put people on 

Mars. And the United States aims to be there by the 2030s.

However, with a projected cost of $230 billion to get to the Red Planet, 

it’s going to take a lot more than NASA’s lofty dreams to make the journey. 

It’s going to take major innovation from private industry. The rewards for 

the companies that ultimately pull it off will be enormous.

For 30 years, NASA used reusable spacecraft to shuttle its astronauts 

to and from space. As you may know, NASA formally decommissioned 

its space shuttle program in 2011 because of high costs. Without its own 

transportation method, NASA has had to send its astronauts into orbit on 

“rival” Russian spacecraft. 

While it still enjoys billions of dollars in federal funding, NASA simply 

doesn’t have the budget to maintain its own fleet of spacecraft anymore. 

That leaves the agency with one option. To build the successor to the space 

shuttle, it’s contracted the lion’s share of work to the private sector.
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This opens up some exciting investment opportunities.

AMERICA’S NEXT DEEP-SPACE ROCKET

In September 2011, NASA announced the development of the Space 

Launch System (SLS). Partially based on the successful Apollo moon-rock-

et system, this brand new multistage spacecraft won’t just take astronauts 

back to the moon, it’ll send them to Mars and beyond.

SLS consists of a core rocket stage, a Launch Vehicle Stage Adapter, 

and a multipurpose crew vehicle dubbed Orion. To build it, NASA has 

contracted with aerospace heavyweights Boeing and Lockheed Martin for 

the bulk of the work. In late 2015, NASA completed its comprehensive 

review of the SLS design and approved it for production. The agency ex-

pects the first SLS rocket to be delivered and launched in 2018.

This is all exciting stuff for the dormant US space program. But how 

about for investors hoping to cash in on NASA’s next move? Because it’s a 

government agency, there’s no pure way to play the space program. 

However, you can get involved in the new Space Race through NA-

SA’s contractors. For instance, Lockheed Martin won the Orion capsule 

contract estimated at $8.5 billion. And Boeing, which worked extensively 

on the space shuttle program, was awarded a contract for $2.8 billion to 

build the core stage.

With such diversified revenue streams, these companies don’t exactly 

offer a pure play on America’s new space program and venture to Mars. 

But they’re solid, stable investments that also pay healthy dividends.

If you want a pure play with much greater profit potential, consider 

this company instead.

ROCKET-FUELED GAINS WITHOUT A HIGH-COST STOCK

The SLS core stage is the largest physical component of the spacecraft 

system. It’s also the most critical one. Encased in a tower 212 feet tall and 

27.6 feet wide, the core stage stores the rocket fuel, avionics systems, and 

other electronics. The core stage is equipped with four RS-25 propulsion 

engines below the tower. Originally designed for the space shuttle more 
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than 30 years ago, these reliable rocket engines have been upgraded to 

meet NASA’s new SLS specifications.

The company that manufactures them, Aerojet Rocketdyne Holdings 

Inc. (NASDAQ: AJRD), is a very attractive Space Race investment. NASA 

has charged Aerojet Rocketdyne with building six new RS-25 engines. In 

addition, the company will upgrade an inventory of 16 existing engines 

for several future SLS launches.

NASA has also mandated that Aerojet reduce the cost of these engines 

by at least 30%. But how? This is a significant task that’s easier said than 

done. Enter 3D printing. Aerojet will 3D-print several key engine compo-

nents. In other words, Aerojet is applying new-school engineering to bring 

the vintage RS-25 engines back to life, and cheaper than ever before.

Best of all, with a market cap of around $2 billion—microscopically 

lower than Boeing’s $200 billion and Lockheed Martin’s $100 billion—this 

stock has plenty of room for growth. If you want the biggest bang for your 

Space Race buck, look no further than this highflying rocket innovator.
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THE TRUMP INFRASTRUCTURE STOCK 
ABOUT TO EXPLODE HIGHER

In February 2018, President Trump introduced his long-awaited infrastruc-

ture plan, calling for up to $1.5 trillion in new spending. But he’s not talking 

about just using federal dollars. And that creates a giant opportunity for you.

He wants Washington to pitch in just $200 billion. State and local gov-

ernments will have to contribute some cash too. But he’s really hoping the 

bulk of the financing burden will come from the profit-minded private sector.

Essentially, he thinks private companies can rebuild our infrastructure 

much more efficiently than the federal government has managed to so 

far. His plan will require giving private companies incentives to take on 

the projects. Some of those projects will be massive though. Even with 

massive tax breaks, only a few companies have deep enough pockets to 

tackle the projects.

So I recommend taking a look at one of the best big-name infrastruc-

ture companies in the business. In fact, Infrastructure is literally its middle 

name!

Brookfield Infrastructure Partners (NYSE: BIP) focuses on utilities, 

transport, energy, and communications-infrastructure businesses located 

in North and South America, Europe, and the Asia-Pacific region. It owns 

and operates very high-quality, long-life assets that generate predictable 

cash flows. 



126 PART III: CAPITALIZING ON TODAY’S HOTTEST TRENDS

These assets are virtually irreplaceable because of their size, cost, and 

location and require very little maintenance capital spending. I’m talking 

about things like power plants, pipelines, shipping terminals, railways, 

highways, and more. There’s just no substitute for things like these, and 

Brookfield owns them across the globe, so it isn’t exposed to any single 

regulatory regime.

Brookfield isn’t sitting idle, watching money from its projects roll in. It 

has identified several big infrastructure opportunities it plans to exploit in 

the coming years. All of them mesh with a changing global society. 

THE MOST IMPORTANT COMMODITIES OF THE TWENTY- 
FIRST CENTURY

One area Brookfield is moving into is data transmission, filling a growing 

need across the globe. Just consider that the total number of devices con-

nected to the internet is expected to grow to about 3.5 per person globally 

over the next couple of years. The number of users of phones and the 

internet is expected to double. They’re all going to need to send their 

invisible ones and zeros back and forth to function.

So Brookfield has started focusing on telecom towers and fiber optic 

networks. It already owns 7,000 towers and 3,100 miles of fiber network 

in France. It is evaluating opportunities to acquire 150,000 other towers 

across Europe and India.

An equally big long-term opportunity for Brookfield is with water. As 

we discussed in chapter 11, everyone needs access to clean, fresh water 

for both consumption and irrigation. It is also a critical input for many 

industrial processes. 

Water-infrastructure assets tend to be scarce and have high barriers 

to entry in the form of capital costs and regulation. Cash flows generated 

by these assets tend to be stable, often underpinned by either regulatory 

frameworks or long-term supply relationships with strong counterparties 

such as municipal governments and industrial customers.

In other words, the water-infrastructure sector offers all the traits Brook-

field looks for in high-quality business targets. Brookfield has announced it 
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intends to pursue water-infrastructure opportunities through three differ-

ent avenues:

1.  Supplying fresh water, including by building and operating de-

salination plants. It is looking to build a desalination plant in 

Orange County, California.

2.  Building and operating water-transportation systems, like the 

irrigation system it is working on in Peru

3.  Building and operating “gray water” facilities, which take 

wastewater from taps, toilets, and showers and recycle it for 

nonpotable purposes like irrigation. The company is already do-

ing this in Australia.

With these data and water opportunities on top of its traditional in-

frastructure opportunities and the Trump infrastructure plan, Brookfield 

is in the enviable place of being able to pick and choose its investments 

very carefully. It chooses what assets to pursue using a vigorous return-on- 

invested-capital analysis. That means Brookfield will not acquire an asset 

unless management believes it can generate a specific rate of return on the 

cash spent. This disciplined approach to project selection has produced 

excellent results.

A LONG HISTORY OF PAYING OFF

If you bought Brookfield shares when the company was formed in 2008, 

you’d be looking at total annualized returns of 20%. The S&P 500 only 

managed 8% in the same time, while the S&P Utilities Index only brought 

in 6%. Brookfield has even managed to trounce the Dow Jones Brookfield 

Global Infrastructure Index (+7%) and the Alerian MLP index (+6%).

I believe that with a record like that, Brookfield will thrive even if 

Trump can’t push his $1.5 trillion infrastructure plan through Congress. 

While America’s roads, bridges, and so on are pretty bad, the entire globe 

is in desperate need for infrastructure investment as well. If Washington 

doesn’t call on Brookfield’s services, other countries surely will. 

I expect Brookfield is going to get a look at some sweet deals over the 

next few years, leading to a much higher share price.



128 PART III: CAPITALIZING ON TODAY’S HOTTEST TRENDS

While we wait for those contracts to roll in, we’ll get paid to own the 

company. Brookfield pays regular dividends, and has increased its payouts 

by an average of 12% since 2009. The prospects of dividend growth look 

even better going forward.

One thing to keep in mind is that Brookfield Infrastructure Partners is 

a MLP, like Viper Energy Partners discussed in chapter 19. That means its 

structure allows the company to avoid paying corporate income taxes. You 

can buy a stake in the company just like you would buy any other stock. 

But technically, you’re buying units. Each unit represents an investment of 

capital into the business, which entitles you to part of the profits.

While that share of the profits is paid to you like a dividend, it’s con-

sidered a return of capital—in other words, a return of the money you put 

into the business.

This is an important distinction when tax time rolls around. Instead of 

a 1099-DIV form, you’ll get a Schedule K-1. It will break down how much 

you received from Brookfield during the year. Depending on different fac-

tors, you may not owe taxes on that income. Also, the nature of a master 

limited partnership’s payouts can cause issues in a tax-free account such 

as an individual retirement account (IRA). If you decide to invest in Brook-

field, do it through a standard stock account.

But don’t let any of that worry you. With stable assets, stable cash 

flows, and predictable, steady growth, this might not be the most exciting 
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company in your portfolio. That will all change if Trump’s infrastructure 

plan goes forward, though. And with or without Trump’s help, Brookfield 

Infrastructure Partners is on track to deliver bigger and bigger checks in 

the months and years ahead.
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Hey, Alan Knuckman stopping in!

I hope you’ve been enjoying the Bull Market Manifesto so far. By now, you should have 
some great ideas for boosting your wealth and accelerating your retirement goals.

But I have a favor to ask you...

If you have a second, would you stop by stpaulresearch.pro/BookSurvey and let me know 
what you think of the book?

I want real feedback telling me what strategies you’ve used, which companies you’ve 
explored and how much money you’ve made from our research.

Thanks in advance!

Yours for Weekly Profits,

Alan Knuckman

http://stpaulresearch.pro/BookSurvey
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P A R T  I V
Trading Is a Bloodsport

This section involves putting your moral compass aside for the greater 

good of your retirement. No, we’re not recommending you do anything 

illegal. We’re simply saying that trading is as cutthroat an industry as any 

other in the world, and to get ahead, you can’t be waffling over whether 

certain trades are moral.
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IT’S TIME TO BE RUTHLESS. YOUR  
RETIREMENT IS ON THE LINE.

Is it ethical to profit from a hurricane?

How about Hurricane Harvey, which battered Houston in 2017, or 

Hurricane Irma, which battered South Florida just weeks after? While 

thousands of people struggled to gather basic supplies for survival, even 

more looked at the event as an opportunity to turn a profit.

No, I’m not talking about skimming bottles of water that are ear-

marked for flood victims. And my heart goes out to all of the people who 

lost so much from the storm. I’m talking about investing in the companies 

that benefit from catastrophic events like these.

Take hurricanes, for example. Hurricane Harvey battered Houston, 

one of the largest oil-refining areas in the entire United States. It took a 

sizable portion of US refining capacity offline, which took the price of a 

barrel of oil lower. (This is natural because demand—buying from refin-

eries—moved lower.)

At the same time, the price of a gallon of gasoline moved in the opposite 

direction. That’s because whenever you have a situation of strong demand 

and weak supply, Economics 101 tells us prices will rise. That’s why you 

likely saw higher prices at the pump immediately following the storm.

This was a perfect situation for refiners like CVR Energy (NYSE: CVI) 

that operate US refineries outside of Texas, in Kansas and Oklahoma.  
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Despite the damage from Hurricane Harvey, CVR continued operations 

and sold gasoline for a large profit. This led to it vastly outperforming the 

broad market in the months following.

 The good news is that this strategy is repeatable. 

It is unlikely that another storm will batter the Houston coast like 

Harvey did, but there are other strategies that can be implemented no 

matter where disaster strikes. After events like Harvey, insurance compa-

nies pay policyholders enough cash to replace all of the items lost during 

the storms. These payments usually cover the cost of new items—such 

as new flooring, new furniture, new washers and dryers. The amount of 

demand for new items could far exceed the actual value of the things lost 

due to flooding or wind damage.

Of course, with so many claims to be filed and reviewed by adjusters—

not to mention the fact that homeowners will often take their time picking 

out just the right items to replace what was lost—the process will take a 

long time. So home-furnishing and home-repair companies should not only 

see demand surge right away, but that demand should continue to be high 

for months and months afterward.

A GREAT SPOT TO FIND DISASTER-RELIEF PROFITS

With so many companies potentially benefiting from a surge in home-repair 

and home-furnishing purchases, investors have lots of stock opportunities. 

If you’re looking for shares that will benefit from this surge in demand, 
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I suggest checking out the SPDR S&P Homebuilders ETF (NYSE Arca: 

XHB). 

I’m not suggesting you buy shares of XHB. I’m suggesting you use this 

fund as a starting point for finding stocks in this sector that should ben-

efit. Morningstar.com has a great resource that allows you to see the top 

holdings of any mutual fund or ETF. By looking at these holdings, you can 

see a great list of companies included in the fund and pick your favorite 

stocks to buy in your own account. 

In the case of XHB, a few companies caught my attention and should 

continue to profit from unfortunate events like hurricanes.

For instance, Mohawk Industries (NYSE: MHK) is a leader in floor-

ing and should sell more carpet and hardwood flooring to customers in 

disaster areas.

Tempur Sealy (NYSE: TPX) is a mattress company that should benefit 

as insurance companies pay to replace damaged bedding.
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Home Depot (NYSE: HD) and Lowes (NYSE: LOW) will both profit 

not only from hardware to renovate damaged homes, but also from appli-

ance sales such as dishwashers, refrigerators, washers, and dryers.

After a disaster, people just want to put their lives back together, and 

these companies provide the products and services that do exactly that. 

There’s nothing wrong with profiting alongside these companies, especially 

if you’re using the money to provide peace of mind to your family, too.
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THE WORLD’S LARGEST GOLD MINE IS 
READY TO GO LIVE—AND NOBODY KNOWS 

ABOUT IT

Finding a lost city of gold is the stuff of Hollywood dreams. But in this 

chapter, we’d like to give you the map to one of the greatest treasure 

troves in the world. Following it is so easy, you don’t need to spend your 

life searching for these hidden riches. Take a look:

Do you see the large X toward the bottom of Alaska? That’s where 

you will find the treasure. That is where the world’s largest potential gold 

mine is ready to go live. Even better, you can claim a piece of that land 

and use it to make over 18 times your money.
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THE PEBBLE PROJECT IS THE WORLD’S LARGEST METAL 
RESERVE YET TO BE TAPPED INTO

Up in the Alaskan Wilderness, just 200 miles southwest of Anchorage, 

sits the world’s largest undeveloped deposit of gold and copper. It’s called 

the Pebble Project, and it is estimated that this project could hold over 80 

billion pounds of copper, 105 million ounces of gold, 5 billion pounds of 

molybdenum, and 515 million ounces of silver.

Those numbers sound big, especially when you know that the world’s 

largest copper miner, Freeport McMoRan, only has 30 billion pounds of cop-

per reserves spread across its properties. That means the Pebble Project has 

more than double the copper reserves of the world’s largest copper miner. 

Barrick Gold, the world’s largest gold-mining company, has only 88.7 

million ounces of gold compared to the Pebble Project’s 105 million ounces. 

Altogether, the deposits within Pebble are worth approximately $300 billion.

Here’s the best part. The Pebble Project is 100% owned by a publicly 

traded company called Northern Dynasty Mineral Co. (NYSE: NAK). It’s 

a Vancouver-based company with a market cap under $300 million, and 

shares are trading right around a buck. 

The Pebble Project is Northern Dynasty Minerals’ most-prized asset. 

If the mine were to go online, Northern Dynasty estimates the Pebble 

Project could be one of the cheapest copper mines in the world—at a cost 

of $0.53 per pound of copper. With copper alone sitting around $2.50 

per pound, the Pebble Project could be a very profitable mine. When you 

add in the gold, silver, and molybdenum, the Pebble Project is an abso-

lute behemoth and could easily become the largest mine in the world.

These numbers should be taken with a grain of salt, though. Since the 

mine is still in the developmental stages, the estimates from Northern Dy-

nasty Minerals could be off. And this opportunity does not come without 

risk. At the moment, Northern Dynasty Minerals is working with the EPA 

to secure a permit that would allow further development. 

During the Obama era, the EPA released an assessment on the impact 

of the mine on the surrounding areas. The permit process has scared off 
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potential backers of the mine, which in turn has sunk the share price of 

Northern Dynasty.

Back in 2011, Northern Dynasty Minerals hit a high of $18.37 per 

share—more than 18 times the current stock price. Again, that is without 

any actual production or operations. Under Scott Pruitt and the Trump 

administration, the Pebble Project could have a major chance of advanc-

ing toward operations.

That is why today is the best time to get in on this opportunity. For 

around a buck, you get exposure to the largest deposit of copper and gold 

in the world. Its shares traded at $18.37 just on word of how rich the de-

posit could be. Any word of advancing toward operations could cause the 

share price to skyrocket.

I recommend owning a stake in the largest copper and gold reserve in 

the world by adding a small, speculative portion to your portfolio.
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HOW TO BECOME THE NEXT  
MARIJUANA MILLIONAIRE

The time has come for us to have “the talk.” I don’t mean the talk about 

the birds and the bees, but the talk about marijuana. What you do in your 

free time is up to you. I’m not one to pass judgment. What I care about 

is giving you the tools to build your wealth, no matter how controversial 

they may seem.

The legal marijuana industry is presenting a once-in-a-lifetime in-

vestment opportunity—an investment opportunity so big that even Wall 

Street has taken notice. And it’s already making huge profits.

Just check out this headline from Bloomberg: “Marijuana Helped the 

World’s Top Hedge Fund Gain 145%.” And that’s just the beginning. By 2021, 

the North American legal marijuana industry is expected to reach $22.6 

billion in revenue. That’s up 337% from today. This is the fastest-growing 

industry in America.

And with that comes your chance for fast profits. Just take a look the 

North American Marijuana Index.

 As you can see on the next page, the industry is on the upswing. The 

way we see it, it’s all just getting started. That’s great news for investors 

like us. But what if I told you that the best opportunity to profit is not 

coming from US recreational sales?

Instead, there is another marijuana hotspot that nobody is paying 

attention to. More importantly, the industry is already 100% legal there. 
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It’s centered in a country that is primed to be the hands-down industry 

leader.

The best part? The opportunity to profit is already underway.

HIGH TIMES IN THE CANADIAN POT MARKET

According to CBC News, “Canadian pot companies are worth billions.” 

While some folks may look at the chart above and scream, “Bubble!”, I’ll 

be the first to tell you we’re about to see some high times for Canadian 

pot companies.

According to Tom Adams, managing director at Arcview Market Re-

search: “Canadian licensed producers have a chance to grab first-mover 

advantage in a worldwide market that U.S. agricultural and pharmaceuti-

cal companies could otherwise have been expected to dominate.” Adams goes 

on to shine the spotlight directly on Canada: “The U.S. northern neighbor 

may be the world leader in moving toward a well-regulated legal cannabis 

industry.”

Simply put, if you think legal marijuana could make you rich in the 

United States, all you need to do is look north, where the profits could 

come much, much faster.

One Canadian pot company is head and shoulders above the rest. 

I’m talking about Canopy Growth Corp (OTC: TWMJF). The company 

is a midsize player with approximately $5 billion in market cap. Canopy 
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produces and sells legal marijuana, both medical and recreational, in the 

Canadian market.

 As you can see from the stock chart, Canopy has had a great run-up in 

the past few years, and I think things could get even better in the coming 

months. 

A little while back, in 2017, a huge alcoholic-beverage company, 

Constellation Brands, acquired a minority stake in Canopy Growth. For 

traders like us, that’s a massive signal that Canopy could be the horse 

to bet on. A giant company like Constellation Brands likely had a team 

of accountants looking for acquisition prospects. Of all of the choices, it 

chose Canopy.

If you’re looking to accelerate your portfolio with a high-flying Ca-

nadian cannabis stock, now is the time to stake your claim in Canopy 

Growth Corp.
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WHEN “DODDZILLA” ATTACKS,  
HERE’S HOW TO FIGHT BACK

What happened in 2008–9 was unacceptable. Driven by greed, big Wall 

Street banks leveraged up, generated massive amounts of terrible loans, 

and eventually blew themselves up.

More accurately put, these banks tried to blow themselves up but weren’t 

allowed to. Because these banks were so large and systemically important, 

our government came riding in to save these financial institutions with tax-

payer dollars. The government had to do it: the entire global financial system 

was on the verge of collapse thanks to these greedy bankers.

It was infuriating. Yet, as you are likely aware, virtually none of the par-

ties involved were held accountable. A grand total of one person received 

jail time despite our entire financial system nearly crumbling, hundreds of 

billions of taxpayer dollars being put on the line, and a total of $22 trillion 

of damage being done to our economy.

Instead of a response that held the people involved accountable, what 

we got from our government instead was the Dodd-Frank Act. The purpose 

of the act was to ensure that the financial crisis would not be repeated—a 

noble intention. But its approach was all wrong.

What we’ve ended up with is an insanely complex set of regulations 

that have added a debilitating amount of cost to our banking system. In-

cluded in the law’s 848 pages are enormous financial burdens on banking 
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institutions, which through the first six years of its existence created an 

estimated 73 million man-hours of paperwork and over $36 billion in costs.

More importantly for us, these regulations were not just placed on the 

major banks that caused the crisis. Included under Dodd-Frank’s umbrella 

were smaller banks that were soon crippled by the act’s burdens. The major 

burden of interest to us is the creation of systemically important financial 

institutions (SIFIs), which impose regulatory costs on any financial insti-

tution with over $50 billion in assets.

If you are JPMorgan or Bank of America and have over $2 trillion 

in assets and the net income to go with them, those regulatory costs are 

quite annoying, but they aren’t crippling. But a bank that just barely meets 

that $50 billion threshold, is a much different story. For a bank of this size, 

those regulatory costs are a huge burden.

But there is some good news. In late 2017, a bipartisan group of US 

senators disclosed that they had reached an agreement to roll back some 

Dodd-Frank regulations, which included raising the SIFI threshold from 

$50 billion in assets to $250 billion in assets.

Exempting banks with less than $250 billion in assets from a mas-

sive amount of Dodd-Frank-created red tape will result in significant cost 

reduction for those companies. Because this proposal has support from 

both sides of the aisle, it looks extremely likely that raising the SIFI limit 

is going to happen.

Here’s how we profit.

NEW YORK COMMUNITY BANCORP: FREE TO FLY AGAIN

As of the fourth quarter in 2017, New York Community Bancorp (NYSE: 

NYCB) had $49.12 billion in assets.

That’s not a coincidence. Staying under the $50 billion asset threshold 

is exactly where New York Community Bancorp has been for several years 

now. It has intentionally been avoiding crossing the magic threshold in 

order to avoid the increased regulatory-cost burden.

Yes, you read that correctly. Because of the Dodd-Frank regulatory bur-

den, this publicly traded company has adopted a strategy of intentionally 

not growing its business. 
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It’s a shame because up until Dodd-Frank passed, New York Com-

munity Bancorp was a terrific growth story. From the time current CEO 

Joseph Ficalora took over in 1993, New York Community Bancorp has 

grown from seven branches to 255. It has gone from obscurity to one of 

the 25 largest bankholding companies in the country.

Dodd-Frank has halted that growth. But if Congress acts to raise the 

SIFI limit, NYCB will no longer have to worry about the negative regu-

latory-cost implications of crossing the $50 billion asset threshold. What 

is important to note is that since 1993, New York Community Bancorp 

hasn’t just grown, it has done so in an extremely profitable manner.

This is a responsible bank, which was evidenced clearly during the fi-

nancial crisis. In fact, the bank is known for its record of superior asset 

quality. Over the course of New York Community Bancorp’s public life, very 

few of its nonperforming assets have resulted in actual losses. That means 

the bank has an effective underwriting process in place for making loans.

Even over the five-year period ending in 2012, which included the 

financial crisis, New York Community Bancorp wrote off only 54 cents out 

of every $100 of loans that it made. That compares very favorably to the 

industry median over that period, which was six times higher, at $3.19 

out of every $100.

You may be wondering what happens if Congress doesn’t raise the 

SIFI limit. Rightfully so. Relying on Washington to move your investment 

account higher is surely a losing idea. Instead, I believe that politicians’ 

failing to raise the SIFI limit will not significantly worsen the attractive-

ness of this company as an investment. In fact, I think shutting down the 

proposed SIFI-limit increase would provide a positive catalyst for shares 

of New York Community Bancorp.

That’s because NYCB could move on to Plan B: merge with another 

bank to obtain sufficient scale to make the Dodd-Frank regulatory-cost 

burden much less onerous. That merger would be a positive event for 

NYCB shareholders because it would either mean the resumption of 

growth as part of a larger bank or the sale of the entirety of NYCB at a 

significant premium to the current share price. 
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Both of those would do good things for NYCB’s share price. It’s good 

for you, too. Who doesn’t like it when both sides of a coin flip make you 

a winner?
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TRUMP TO TRIGGER LARGEST-EVER  
ILLEGAL MIGRATION TO THE  

UNITED STATES

Let’s face it. Trump has been a lightning rod for criticism. Sometimes his 

actions backfire, especially given the way he moves his agenda forward. 

It can be uncomfortable to watch the drama play out, and tough to take 

sides on some very sensitive matters. No matter your political stances, 

what follows is strictly about how to make money from those decisions.

Take Trump’s promise to build a wall between the United States and 

Mexico. You may be in favor of it. Or you may think it’s a terrible idea. 

Doesn’t matter for this discussion. What matters to us are the potential 

unintended consequences, and how we could possibly profit from them.

A similar opportunity cropped up under President Barrack Obama. 

Several times, he brought up the issue of gun control. And when it looked 

like there was a high probability that gun-control legislation would be 

passed, shares of Ruger and Smith & Wesson (now American Outdoor 

Brands) traded sharply higher.

Why? Because the threat of gun control caused significantly more de-

mand for firearms. Gun enthusiasts were doing everything they could to 

buy weapons and ammunition before gun-control legislation was passed. 

The result was instantly higher profits for gun manufacturers. 

So regardless of your thoughts on guns, you could have built a solid re-

tirement account by investing in gun stocks during the Obama administration. 
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Something similar is happening with Trump’s plans to regulate the US border. 

Regardless of how the wall is eventually built or what materials will 

be used, what do you think the instinctive reaction will be? It’s pretty 

clear that if would-be immigrants want to get into the United States, now 

is the time to cross the border—before the wall is put into place.

Trump’s plan to build a wall may or may not actually be realized. But 

very public plans to build this wall will naturally trigger a flood of immi-

grants into the United States.

WHO BENEFITS MOST FROM MEXICAN IMMIGRATION?

As an investor, I’m always looking for companies that will benefit from 

shifts in the market, shifts in society, and shifts in politics. It makes sense 

that when big changes take place in our world, money will follow these 

changes and there will be opportunities for savvy investors to profit.

In this scenario, the money from a surge in illegal immigration is likely 

to flow back across the Mexican border. That’s because it’s very common for 

immigrants to come to the United States for work and then to send money 

back to loved ones south of the border. According to NPR, 2016 payments 

sent home from Latin American and Caribbean immigrants topped $69 

billion. Much of that cash was sent before it became clear Trump was going 

to win the election and push his border-wall agenda forward.

Cross-border payments are only going to increase as immigrants pour 

into the United States over the next few months, which means more prof-

its for the companies that facilitate these transactions.

Western Union (WU) is the most well-known vehicle for sending 

money back to loved ones south of the border. With more than 500,000 

locations spread across more than 200 different countries, it’s very easy 

to use the company’s services to transfer money just about anywhere in 

the world.

We expect shares to move higher over the next two to three years as 

plans for the wall are developed, as legislation is drafted, and as debate 

over the wall rages. Remember, it’s not actually the implementation of 

this wall that is driving today’s opportunity. Instead, it’s the perception of 
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progress on the wall that will drive immigration and ultimately revenue 

for Western Union’s money-transfer service.

Sure, the actual wall is a controversy. But there’s nothing controver-

sial about growing your wealth. And shares of Western Union should help 

you do exactly that.
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WHEN SCIENCE CREATES  
LIMITLESS HUMANS, YOU CAN  

ENJOY LIMITLESS PROFITS

I want to share an eleven-letter word with you. Please pay attention, be-

cause, of all the words in this book, this single word could be the most 

powerful. It could produce more profit than all of the other opportunities 

we’ve listed—combined.

I’m talking about superhumans.

Back in the ’60s, you’d find them in comic books and science fiction 

novels. More recently, superhuman abilities have been showcased in Holly-

wood films and prime-time television series.

Today, the script has flipped. Superhumans and the idea of gene ed-

iting have jumped off the page of fiction books into reality. We’re seeing 

legitimate breakthroughs in science (almost daily) reported by the top 

mainstream news agencies.

From Reuters: “U.S. Scientists Able to Alter Genes of Human Embry-

os.” The Wall Street Journal: “Gene Editing Is Here, and Desperate Patients 

Want It.” National Public Radio: “New Gene-Editing Techniques Hold the 

Promise of Altering the Fundamentals of Life.” MIT Technology Review: 

“Coming to a Human Near You.” The Guardian: “We Need to Use Gene 

Editing Wisely but Also Embrace Its Vast Potential.” I could go on and on.

This book is dedicated to trading strategies that can change your life 

and hand you the profit you need to retire comfortably rich. So we won’t 

be going into the quagmire of morality.
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Whether you believe limitless humans or gene editing is right or 

wrong (and there are great cases on both sides), my point is simple: the 

investments surrounding this budding industry could lead to limitless 

profits.

Take CRISPR (pronounced “crisper”), which stands for Clustered 

Regularly Interspaced Short Palindromic Repeats. These are the hall-

marks of a bacterial defense system that forms the basis for CRISPR-Cas9 

genome-editing technology. CRISPR technology is at the center of the 

gene-editing industry. With this technology, scientists can forever change 

genes in living cells. 

The changes can be far-reaching too: from curing mutations in em-

bryos to potentially editing human genes to cure disease, like cancer, and 

extend life.

This isn’t some pipe dream, either. Recently, according to Reuters, 

“U.S. scientists have succeeded in altering the genes of a human embryo 

to correct a disease-causing mutation, making it possible to prevent the 

defect from being passed on to future generations.” Simply put, the tech-

nology we’re discussing here is real—with the ability to alter humanity 

forever.

Likewise, the profits on the trading floor could be life-changing. Two 

companies are in the heart of the market and should certainly be on your 

radar. 

The first company is aptly named CRISPR Therapeutics (NASDAQ: 

CRSP). 

MAKING BETTER MEDICINES

Based in Switzerland, CRISPR Therapeutics offers a wide range of gene- 

editing medicines and treatments for humans.

More importantly, the company was formed in 2013 and has an exclu-

sive license to some of the most fundamental CRISPR intellectual property. 

The company also has partnerships with huge industry players like Bayer and 

Vertex. And importantly for future upside, it has effective patent coverage 

across the United States, the UK, and Europe.
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When it comes to the basics, the company has various products in the 

development pipeline to help correct red-blood-cell disorders, liver problems, 

sickle-cell disease, cystic fibrosis, and more.

Simply put, this is the industry darling. And although the market cap-

italization is over $1 billion, the company is relatively cheap. Comparing 

it to a Big Pharma player like Pfizer, with a market cap nearly a hundred 

times higher, you’ll see there’s huge upside.

If you’re looking for an entry position in the gene-editing market, this 

is the pick.

 The second company I want to share is Editas Medicine, Inc. (NAS-

DAQ: EDIT). Headquartered in Cambridge, Massachusetts, the company 

has a similar market capitalization to CRISPR Therapeutics. Its gene-editing 

platform is also based on CRISPR technology, and focuses on ocular medi-

cines (for eye diseases such as macular degeneration) and engineered-cell 

medicines (to potentially cure cancer or sickle-cell disease).

This could be huge for the millions of retirement-age Americans with 

vision problems, other everyday aging issues, and more life-threatening 

diseases. The upside is practically unlimited, and for any serious gene- 

editing investor, Editas Medicines is a must.

 Both of these companies have a limitless future. And with Big Pharma 

looking for buyouts almost daily in today’s market, they’re also prime take-

over candidates.
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Either way, now’s the time to look at these superhuman stocks.

50

40

30

20

Editas Medicine, Inc. (NASDAQ: EDIT)
EDIT’s two-year price chart in US dollars

2017 2018



159

THE TEXT MESSAGE THAT COULD  
SAVE YOUR LIFE COULD ALSO SAVE  

YOUR RETIREMENT

Today, most people rely on their mobile phone as their primary contact 

device.

Imagine for a second you’re out to lunch. You hear automatic gun-

fire ring out. What do you do? Or imagine you’re on vacation—an exotic 

island destination—and a Category 5 hurricane is barreling toward you. 

How should you react? Lastly, take a cyberattack that cuts power to your 

city. Without the proper warning system, would you know what to do?

Here’s where you’re most at risk for active-shooter situations
Number of incidents 2000–2013
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The situations we’re describing are real. Active-shooter situations, 

extreme weather events, and cyber threats are becoming more common-

place. So we’d like to tell you about a company that could help bring about 

a solution.

But first, let’s cover some stats. According to a CNN report, of the 30 

deadliest shootings in the United States dating back to 1949, 18 have 

occurred in the last 10 years. That’s an alarming statistic. Shootings can 

happen anywhere at any time—with no warning.

Another, more recent crisis is also unfolding. We’re seeing more and 

more extreme-weather events: Superstorm Sandy, the rapid intensifications 

of Category 5 hurricanes, severe floods, and more. It seems like you can’t go 

a few months without hearing about these “hundred-year” events.

Or think about the Hawaiian nuclear scare in 2018, when citizens 

received warnings of an imminent nuclear attack. While the warning 

turned out to be a false alarm, can you imagine being on an island that 

could be moments away from a nuclear blast?

It’s not easy to talk about. And there are truly devastating crises hap-

pening across America and the world. It’s horrible, really. But turning a 

blind eye to the real-world problem of active-shooter situations, terrorist 

attacks, unforeseen cyber threats, extreme-weather events, and more isn’t 

the way to fix the problem

If anything, the frequency of these urgent, dynamic, life-threatening 

events is starting to increase, and unfortunately I don’t see it stopping 

anytime soon. So if you think our nation and the world are going to calm 

down and become safe overnight, there’s no need to keep paying attention 

to this message.

However, if you think some of these “extreme events” are the new 

normal in America, then the company I’m about to share with you will be 

a crucial resource for our nation and the world.

MASS NOTIFICATION, EXTREME ALERTS, INCIDENT MAN-
AGEMENT, AND MORE

The company that I want to share with you is Everbridge (NASDAQ: 

EVBG). It’s a software company that provides operational response to 
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“critical events.” Through a broad range of software, apps, maps, and user 

interfaces, this company is changing the way America deals with outlier 

events and crises.

Here’s a short list of what the company provides under its govern-

ment and public-safety arm:

•  Mass notifications. Notifying response teams or keeping res-

idents informed often falls on busy dispatch teams who are 

managing multiple responsibilities and need to send consistent, 

error-free, and complete messages for the same incident every 

time to responders and stakeholders.

•  Community engagement. This includes sending notifications 

to visitors about a special event, traffic updates to residents, or 

critical alerts to employees as they commute to work. When 

seconds matter, notify visitors, residents, and employees over 

multiple communication paths including voice, SMS, email, 

and social media.

•  Smart weather. “Severe weather moves quickly and requires 

automated outreach when residents need to take shelter or 

evacuate quickly, relying on a manual approach is not nearly 

as effective.”

•  Incident management. “Easy-to-use interface ensures the 

right incident communications processes are followed at the 

right time and that responders are notified based on the type 

of incident taking place. Detailed tracking provides real-time 

reporting and creates an audit trail for all journal entries, along 

with outbound notifications and acknowledgments by response 

personnel for compliance purposes.”

To give this “software company” more of a human touch, here are a 

handful of case studies Everbridge shared with us.

The Office of Emergency Management for the City of Philadelphia:

For Pope Francis’ historic visit to Philadelphia, the Community 

Engagement platform was successful in helping us obtain many 
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resident and visitor opt-ins in a very short amount of time. We 

were able to generate over 11k opt-in’s in just a few days. By 

comparison, it took almost 8 years for us to amass 15k Twitter 

followers! Clearly, this is a powerful and highly visible tool that 

helps us reach citizens quickly and effectively.

The Director of Facilities and Security for Pratt & Whitney:

The system can allow you to be notified in a very quick fashion, 

very precise and to the point. You have to remember that there’s 

multiple ways that you can be notified with this system. We can do 

it by a simple cell phone where you’d get a text message across. It 

can be done by your email. You can even come across your phone 

as a verbal message.

The HR director at Gerald Eve company:

We couldn’t be happier with the result. With no power, no IT and 

no telephones, I was able to manage the whole thing from my 

iPhone with the Everbridge App, and we had 100% staff commu-

nication throughout; it worked exactly as we wanted it to.

When it comes to addressing the increasing number of “critical” 

events, Everbridge is the company with the perfect suite of solutions. And 

while I bet not one in 100 people know about this company, shares have 

been on a steady rise over the past few years.

 If you’re like me and hope for the best but plan for the worst, now’s 

the time to look at Everbridge. They could be the company that ends up 

saving your life with a simple text message.
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HOW TO PROFIT FROM BIG BROTHER’S 
EYE IN THE SKY

“Surveillance” is a dirty word for many people, especially when it follows 

the word “government.” The number of ways the government snoops on 

its citizens seemingly grows every day: from video monitoring, to screen-

ing of phone calls, to peeking into files stored on personal computers. The 

list goes on.

Generally speaking, law-enforcement agencies require a warrant be-

fore pilfering through computers or tapping into a person’s cell phone. But 

one of Uncle Sam’s favorite surveillance methods has gotten a high-tech 

facelift and is being employed for much more than legal searches.

Thermal imaging is the visualization of heat that’s invisible to the naked 

eye. Visible light occupies a small sliver of the electromagnetic spectrum. 

However, infrared energy—or heat—spans a much larger range on the 

spectrum. Thermal imaging unlocks this hidden band and translates heat 

into light that we can see. In some cases, these systems can even see heat 

signatures behind solid objects.

This technology has been employed by many industries, both public 

and private. Firefighters use thermal cameras to see through smoke, aiding 

efforts to locate people in burning buildings or survivors of building col-

lapses. Corporate-facility managers use the technology in their buildings 

to identify insulation failures and overheating electrical units.
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But perhaps the biggest users of thermal-imaging systems are law- 

enforcement agencies.

Methamphetamine labs produce an excess of heat during the manu-

facturing process—much more heat than the average building. In an effort 

to locate them, the Drug Enforcement Agency can fly planes equipped 

with thermal cameras in a broad sweep over a large area. The practice is 

legally questionable, but the intelligence gathered on sweeps often leads 

to search warrants.

Police also use the technology to locate perpetrators hiding in build-

ings or obscured by cover of darkness. In 2013, Dzhokhar A. Tsarnaev, one 

of the Boston Marathon bombers, hid from police inside of a boat while 

on the run. Working on a tip, police fitted a helicopter with a thermal 

camera and flew over the boat. Though he couldn’t be seen by police on 

the ground, the terrorist was clearly visible to the infrared camera by his 

body heat through the wood.

The bottom line here: the uses for imaging are infinite, and the list of 

end-users grows every day. In fact, the global thermal-imaging market is 

expected to grow to $6.5 billion by 2020 at a compound annual growth 

rate (CAGR) of 9.1%, according to Grand View Research.

This company stands to profit in a big way from thermal imaging’s 

expanded use.

LIGHTING THE WAY TO PROFITS

FLIR Systems Inc. (NASDAQ: FLIR) is one of the world’s largest com-

mercial thermal-imaging companies in the world. Founded in 1978, the 

company has been crafting high-end infrared imaging systems for nearly 

40 years. 

Historically, the lion’s share of FLIR’s revenue has come from well-cap-

italized US military-defense and law-enforcement clients. But as ther-

mal-imaging systems have become smaller and cheaper, demand has 

shifted. Over the last 10 years, business from commercial clients in the 

United States has grown at a CAGR of 16%, more than double FLIR’s 

government customer base. In fact, commercial demand has become so 
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strong that the company launched a portable thermal camera called FLIR 

One that attaches to a smartphone.

Sporting a market capitalization of around $6 billion, this nimble 

company has plenty of room to grow. Now’s the time to cash in on this 

“bright” opportunity.
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Hey, Alan Knuckman here. Thanks for 
reading our book!

Congrats on making it to the end!

I’m still very curious to hear what you think about the Bull Market Manifesto. I especially 
want to know if you’ve put any of my strategies to good use!

So if you haven’t taken my survey yet, what are you waiting for? Just go to  
stpaulresearch.pro/BookSurvey to quickly share any feedback you have.

And not to spoil the surprise, but I have something special for you after you’ve completed 
the survey—a crazy deal on Dollar Trade Club that’s only available to book readers like you.

Fill out the survey at stpaulresearch.pro/BookSurvey for all the details. Thanks!

Yours for Weekly Profits,

Alan Knuckman

http://stpaulresearch.pro/BookSurvey
http://stpaulresearch.pro/BookSurvey
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