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The	start	of	every	year	 in	 the	 financial	advisory	 sector	begins	with	
the	usual	outlook	for	2018,	and	then	goes	on	where	to	make	money	
and	how	much	money	is	to	be	made.	Econotes	is	different	inasmuch	
as	 it	 will	 tell	 you	 to	 discount	 a	 rough	 average	 of	 50%	 of	 what	 is	
promised	 by	 anyone	 (present	 company	 excepted,	 of	 course!),	 not	
because	 it	 is	 lies	but	 it	 is	 full	of	“terminological	 inexactitudes”.	We	
stress	here	that	we	do	not	criticize	the	forecasts	or	methodologies	
but	 we	 do	 criticize	 the	 fundamental	 calculations	 underlying	 all	
claims	 of	 investment	 returns,	 including	 those	 which	 will	 make	
1,000%	in	2018	(yes	you	heard	that	right,	I	have	the	evidence	on	file	
and	it	is	not	about	cryptos	!).	

1.All	 claims	 on	 investment	 returns	 are	 based	 on	 the	
assumption	 that	buyers	enter	at	 the	bottom	and	exit	at	 the	
top.	 Written	 and	 attested	 records	 of	 any	 investors	 buying	
right	at	the	bottom	and	selling	right	at	the	top	of	any	market	
are	 scarce	 if	 non-existent.	 Econotes	 will	 be	 delighted	 to	 be	
proved	humiliatingly	wrong	if	such	evidence	is	made	public.	
2.Half	 of	 the	 investors	 will	 always	 be	 on	 the	wrong	 side	 of	
any	deal,	hence	the	claim	above	in	(1)	is	at	least	50%	right!	
3.Assuming	 that	 (1)	 is	 broadly	 right,	 then	 any	 “bottom	 to	
top”	 return	 will	 be	 always,	 /)! %*+&%3+,	 much	 smaller	 than	
the	“headline”	expected	and	advertised	gains.			
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The	Fig.1	shows	a	very	simple	example	of	a	market	doubling	over		
three	periods,	be	it	days,	weeks,	months	or	years.The	trajectory	is	
straight	 to	 make	 the	 example	 easier,	 but	 it	 does	 not	 have	 to	
be.The	 market	 is	 assumed	 to	 have	 bottomed	 at	 100,	 and	 any	
investor	who	had	bought		and	held	it	till	the	market	peaked	at	an	
assumed	200,	would	have	made	a	100%	return.		(NB.	No	one	talks	
about	taxes	which	can	wipe	30%	off	capital	gains.All	the	averages	
shown	 in	 the	 is	 report	 are	 very	 crude	 measures,	 and	 for	
illustration	 only,	 as	 they	 leave	 out	 compounded	measures	 and	
Total	Returns	estimates	).	Observe	the	following	simple	“facts”:	
(1)Claims	 that	 this	market	made	 100%	 gain	 are	 true	 only	 if	 an	
investor	 bought	 at	 100	 and	 sold	 at	 200,	 a	 rare	 or	 non-existent	
occurance	 given	 the	 impossibility	 of	 perfect	 	 timing	 of	markets	
(2)For	any	 investor	who	bought	at	100	 there	was	another	poor	
fool	who	sold	at	100,		and	similarly	for	any	investor		who	sold	at	
200	there	was	another	poor	fool	who	bought	at	200.Conclusion:	
at	any	stage	of	any	“deal”	half	the	market	will	be	on	the	wrong	
side	of	the	deal,	buying	high	or	selling	low.	(3)	Ah	yes,	but	what	if	
the	fools	who	sold	at	100	re-entered	at	101	and	then	held	till	200.	
Well	and	good,	but	they	will	not	have	made	the	100%	return	but	
98.0%,	not	bad	but	not	the	100%	claimed	Now	multiply	that	with	
thousands	if	not	millions	of	deals	of	buyers	,	as	the	chart	and	its	
red	intervals	shows,	of	buying	at	100	and	then	selling	at	150,	then	
buying	at	151	and	selling	at	200.Is	it	not	true	then	that	EVERYONE	
makes	a	profit,	albeit	not	100%,	in	a	bull	market	?	Yes	and	No.Not	
every	investor	who	sold	at	100	re-entered	the		market,	and	some	
entered	again	the	market	at	any	other	

  

	  	 Fig.1:	The	best	chart	ever	in	financial	history	(well,	perhaps!)	
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Some	more	details!"#$%&'()*)"(+,"-&)*")&../+0"-$$1)! 	 Fig.2:	S&P	500	(	red)	and	Bitcoin	(	blue)	(index	level	and	
USD	price),	2008	to	date.	
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Forbes’	400	billionaires	for	2017	lists	7	who	made	their	billions	
by	buying	and	selling			financial	assets	out	of	the	top	50,	or	
about	14.0%,	and	a	total	of	about	35	out	of	the	400	or	about	
9.0%.	These	small	numbers	can	vary	a	little	by	adopting	a	
more	or	less	elastic	definition	as	to	how	the	money	was	
made	.The	overwhelming	majority	of	billionaires	made	their	
fortunes	through	mundane	activities	such	as	making	real	
goods	including	electronics	and	related,	in	I.T	services,	in	
drilling	for	oil,	and	in	telecoms,	property	and	various	services.	
The	reason	why	we	bring	up	Forbes	here	is	just	to	show	in	the	
real	world	the	path	to	serious	riches	is	not	via	the	stock	
market.	No	doubt	there	are	millionaires	out	there	who	made	
their	fortunes	in	the	stock	market,	but	very	few	billionaires!	
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