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It was an early Saturday morning in Silicon
Valley. The sun was beginning to shine brightly as Jasper Weatherly
sat in his Range Rover, drinking the last of his barely lukewarm
coffee while scrolling through old emails on his BlackBerry. During
the hour he had burned in this office building parking lot, signs
of life had been scarce. Maybe he had made a mistake the day
before, and this was all for naught.

The lot he was in was deserted, except for
the shiny new Jaguar convertible parked near the entrance to the
building behind him. As he sat idly waiting for something to
happen, his eyes were drawn to the car’s image in his mirror by its
beautiful lines and his own lust for sports cars. Meanwhile, the
only activity in the area consisted of the odd car driving by on
the adjacent street.

He contemplated packing it in and heading
back home to San Francisco, but just then he looked up to see some
activity across the way. A large newer-model Mercedes sedan was
pulling into the parking lot. The driver, a slender middle-aged man
with short wavy hair, got out and entered the building.

Jackpot! thought Jasper. It was the
firm’s CEO. He recognized him from company investor presentations
that he had attended in the past.

Suddenly, Jasper’s cell phone began to ring.
He was so focused on observing the CEO that the phone almost fell
out of his hand. His first inclination was to let the call go into
voicemail and switch it to silent mode to avoid further
disturbances. However, when he glanced down at the caller ID, he
decided to answer it.

“Hi, Ange,” he said to his girlfriend as he
continued to focus his attention across the street. “What’s
up?”

“Where are you?” she bellowed back at him. “I
dropped by your place with some breakfast, and the only one here is
Katoomba.”

Another car pulled into the lot across the
street and parked near the Mercedes. It was a nondescript Japanese
sedan, probably a Toyota Camry.

Jasper replied hurriedly, “I’m in the Valley,
doing some work. I’ll be back in a few hours…call you then. Gotta
go.”

He hung up the phone and tossed it on the
passenger seat.

Instantly, he recognized the man from the
second car. It was the company’s CFO, whom he had met twice,
including just the day before. He crouched down so that the man
wouldn’t see him, despite the considerable distance between
them.

A few more luxury European sedans drove up.
The men got out, shook hands, and exchanged pleasantries with the
CFO as the small group headed inside the building.

Jasper only recognized one of the men as
someone he had passed in the lobby there, also the prior
afternoon–a distinguished-looking man he recalled having seen at a
technology company conference put on by one of the local brokerage
firms. Jasper thought the man had Investment Banker written all
over him.

After twenty minutes of inactivity, deciding
that he had learned all he needed to know, Jasper drove off. He
clipped his wireless Bluetooth headset on his ear as he reached for
his phone and dialed the number for his business partner, Alex
Stillwell. However, he got Alex’s voicemail, so he left a
message.

“Alex, it’s Jaz. My hunch about INSI was
right on the money. I’m down on the Peninsula and heading back now.
Call me later…we need to talk about this ASAP.”

When Jasper got back home to Pacific Heights,
Angie was seated on the couch in the living room of his flat,
gabbing away on her cell phone with her friend Judith, watching
tennis on the large flat screen TV, and petting Katoomba.

She was an attractive woman in her early
thirties with shoulder-length brown hair and stunning blue-green
eyes. Her intelligence and charm appealed to Jasper as much as her
lovely looks.

He waved at her on the way to the bathroom.
She quickly ended her phone conversation.

“Hey, where’ve you been?” she asked, slightly
annoyed. “I picked up bagels, and the only one to share them with
was the dog!”

“Remember yesterday,” he called out as he
washed his hands, “when I said I had some business in the
Valley?”

“Uh huh.”

“Well, I had a meeting with the CFO at
INSI…you know, Integral Silicon…which turned out to be very
interesting. I hadn’t been to their offices before, but I’d met
with the guy at a conference one time and remember him as being
very gung ho and a little too promotional… Picture a used car
salesman at month end.”

He came out into the hallway.

She looked at him quizzically. “So, what’s
the point of this story?”

“Well, yesterday, he was much more reserved.
I didn’t think much of it until I was leaving their offices. There
was a man signing in at the reception desk and getting a visitor
badge as I was walking up who looked oddly familiar. I browsed at
the visitor log as I was signing out and couldn’t make out his
name, but the firm name next to it was that of a local boutique
investment bank. The other entries before his were all people from
some law firm. My gut told me something important was brewing
there, since these heavyweights from the city were all there late
on a Friday afternoon.”

“That does seem odd,” she said.

“So, purely on instinct, I went down this
morning to check it out. Sure enough, the company’s top brass were
in for an early morning meeting…on a Saturday, no less…with a top
I-Banker and probably some legal people. It was a meeting of the
fat paycheck club, secret handshake and all.” He amused himself at
the thought of this.

As he walked into the kitchen and took some
bottled water from the refrigerator, Angie asked, “So, they had a
meeting. This helps you how?”

“INSI has always had good technology. Their
chips are in second-tier cell phones, PDA’s, MP3 players, things
like that. But they’re a small player that’s never been able to
land the big contracts. I’ve always thought that it made much more
sense for them to be part of a bigger company that provides other
content to the consumer electronics guys and also owns factories
that produce the chips, so they could offer a more complete
solution to customers. The stock has been in a tight trading range
for a while now, but has moved up a bit lately. Now I know why… I
think they’re finally being bought out!”

“So, Firestorm owns INSI stock?”

“We will on Monday morning,” he replied
snidely, “unless the deal gets announced before the stock market
opens.”
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On Monday morning, Jasper headed to the
office sooner than usual to get an early start on his day, leaving
home shortly after 5:00a.m. He always hated that his life revolved
around stock market hours in New York. He’d like nothing more than
for the trading day to start at 9:30 local time, instead of 6:30,
but he loved living in San Francisco too much to ever make that
happen. So, during his career he had begrudgingly grown accustomed
to having to be in the office before the stock exchange’s opening
bell.

On this particular day, the early morning
start was even worse than usual, since it was still dark outside on
his drive in. The good news was that his commute to the Financial
District was quick and stress-free at that time of day, thanks to
the lack of traffic.

Jasper and Alex had established their firm
only six years ago. The market hit a rough patch during the first
two years, but partly by luck and somewhat by cunning, the two
entrepreneurs turned in positive returns for their small hedge fund
throughout that stretch. Those early results attracted additional
capital during the ensuing years. What began with twenty million
dollars eventually mushroomed to more than three hundred
million.

Just as important to Jasper as being
successful was looking the part. Alex, as the older and more
conservative of the two, was content with their original dreary
office space. They had shared a floor in a dingy old office
building with several other small hedge funds, a space that had
been provided at low cost by their prime broker, the institution
where the actual assets were held. The two of them had occupied one
medium-sized room divided in half, filled with used furniture that
had seen better days. A shared conference room and a small kitchen
area were also part of the package. It was cheap and instantly
recognizable as such. Jasper, who had grander aspirations, always
viewed this location as a temporary stop along the way.

To his way of thinking, the new place had to
scream, “We’ve arrived!” Nothing less than Class A office space in
the Financial District would do, preferably up high in a swanky
skyscraper with stunning views of the city and the bay. And that’s
exactly what they got.

It was a huge leap for them at the time, but
as their assets grew so did their needs for employees and
equipment, and what initially seemed like a large space was soon
filled with busy, hard-working people sitting at computers and
manning phones.

Many thoughts were going through Jasper’s
head this morning as he stepped off the elevator onto the
twenty-fifth floor, crossed the hallway, passed the brushed
aluminum sign for Firestorm Partners, and entered the office. The
reception area was still dark, but he could hear a TV faintly
buzzing in the back. The financial channel was blaring away the
morning’s news events from a large flat-screen monitor perched on
the wall next to the trading area.

As Jasper walked up to the trading desk, he
caught the heavyset, disheveled Tony “Rocky” Roccoco by surprise.
Rocky was busy multitasking–flipping through the pages of the
Wall Street Journal while talking to someone on his wireless
phone headset with a half-eaten pastry and a mug of coffee by his
side. He was there alone and hadn’t heard Jasper come in.

“Let’s talk when you’re off the phone,
Rocky,” Jasper said as he whisked by on the way to his corner
office.

Without missing a beat in his phone
conversation, the trader nodded.

Jasper’s office contained a large desk on one
side with four flat-screen monitors looming over the right-hand
corner. There was a small stack of periodicals and brokerage
research reports on the opposite end of the desk and a keyboard in
the center on a slide-out shelf. The rest of the room was filled
with a small leather couch and two leather chairs separated by a
small round table. A flat-screen TV hung on the wall above the
couch. However, all of these things were overshadowed by the
magnificent scenery outside. Full-length glass exterior walls
revealed almost unobstructed views of San Francisco Bay looking
north and east. The Golden Gate Bridge, Marin County, Angel Island,
Alcatraz, Treasure Island, and the Bay Bridge were just starting to
peek through the morning fog. Jasper always treasured his roost and
the daily spectacle it offered him. Today, however, he barely
noticed the stunning view.

He turned on the TV with a click of the
remote and brought his computer monitors to life by jiggling his
mouse, overriding their annoying screen saver programs. As the
business channel chatter droned on, he glanced at his daily barrage
of emails while he started listening to his voicemail.

Firestorm was an actively traded fund that
did business with many different brokerage firms to access their
research and attend their conferences and meetings. The
institutional salespeople that covered Jasper’s account flooded him
with “morning calls” and emails in an effort to drum up additional
business with their latest research and investment ideas. He had
learned early on that if he didn’t set his phone to go directly
into voicemail, he’d get very little else done during the day.

Since the Firestorm portfolio contained more
than sixty different stocks at any one time, there was always some
news activity that needed to be reviewed. Today was no different,
but Jasper quickly concluded from what he was seeing in front of
him that no events of any real significance were going to impact
Firestorm’s stocks on this day.

He leaned back in his Aeron chair and glanced
over at the TV set. A female reporter was on the floor of the New
York Stock Exchange, summarizing what had happened in the foreign
markets overnight. Then she commented on the activity in the
futures market and what that indicated for the level at which the
stock market would open in less than an hour. To Jasper, this all
seemed like a waste of time today, since there was no major news
that would move the market much in either direction. In his
opinion, the TV people were simply going through the motions to
fill air time.

Just then, Rocky walked into Jasper’s
office.

“What’s up?” asked the portly trader.

“I need you to take a look at INSI. How
quickly can we build a position in the stock? I was there on
Friday…I want to get the ball rolling on this.”

“I’ll check it out and get back to you,” said
Rocky as he left the room.

A little later, Alex dropped into Jasper’s
office. He was a sophisticated looking gentleman in his late
forties with a medium-to-slender build and a pleasant demeanor. His
friendly presence and natural way with words made him come across
as both knowledgeable and trustworthy. Alex had been a modestly
successful retail stockbroker at a large well-known brokerage firm
when he teamed up with Jasper to start Firestorm. Cold-calling
prospects and pressuring clients to make transactions, some totally
inappropriate for their situations, was not his idea for how to
spend the rest of his life. Therefore, when Jasper suggested that
they start a hedge fund together, Alex was highly receptive. It
gave him the opportunity to build a “buyside,” or money management,
firm that would take care of its clients the way he would want to
be treated-a concept that was completely foreign to his “sellside”
employer at the time. He brought along many of Firestorm’s original
clients and remained the firm’s primary marketer, while Jasper
mainly focused on the investment side of the business.

“Morning, Jaz,” he said as he sat down in
front of his partner. “I took the family camping this weekend and
didn’t get your call until late last night. What’s up?”

“Hi, buddy, how was it?”

“Fantastic! We finally made it to that spot
on the beach near Mendocino that you told me about last year. The
girls loved it. The water was freezing, but they ran around
on the sand, and we cooked over a campfire. We also hiked that
trail you raved about. It was a great weekend.”

“Yeah, Ange and I loved it there. We really
need to go back. I’m glad you guys enjoyed it so much… But I hope
you passed on that seafood shack that stinks like low tide.”

“I think the health department closed it
down.”

“Good! I still get nauseous just looking at
raw oysters after eating there.”

“So, what’s with the urgent voicemail?”

“Okay, so Friday I met with INSI’s CFO during
my trip to the Valley. I got this weird vibe that something major
was going on there. The guy was not his usual self…he was acting
strange. I sensed that his attention wasn’t really focused on our
meeting. Also, I passed an I-Banker there in the hallway on the way
out and saw that their visitor log was full of lawyers’ names. So,
I went down there again on Saturday morning, parked in the lot
across the street, and watched these same people come in for a
meeting with the CEO. That’s when I called you. Why would they all
meet secretively on a Saturday morning? I think they’re working on
a deal to sell the company…and soon.”

Jasper was clearly excited.

Alex thought for a moment. “That could be
huge for shareholders. Have you given an order to Rocky yet to buy
the stock?”

“No, I wanted to run it by you first, so you
could tell me if I’m crazy.”

“If you think the fundamentals at the company
are solid, Jaz, let’s take a shot…although rolling the dice on a
possible takeover isn’t really our style. Have you thought about
what size position to take in the fund?”

Just then, Alex’s high-energy assistant
started calling his name from down the hall. Alex looked over in
her direction. “Be right over, Juanita.” To Jasper, he said, “She
works me like a dog, but where would I be without her?”

“Right. Anyway, as far as INSI goes, I was
thinking maybe four percent.”

“That sounds reasonable,” Alex replied. “If
you’re right about a potential deal, we could make some real money
with that size position.”

If Firestorm owned INSI shares equal to four
percent of the value of the portfolio, that would rank INSI among
the larger holdings in the fund.

Jasper immediately intercommed Rocky to find
out what the trading situation for the stock looked like.

“A few small buyers around, but no sellers of
size.”

“I don’t want to miss this one, Rocky. Start
buying the stock and don’t be afraid to push the price up a little
to get some shares bought right away. Be more price sensitive later
to fill the remainder of the order. I’ll calculate the number of
shares that we need to buy and give you an order ticket in a few
minutes.”

Rocky purchased the full position for the
fund over the next two days.
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The firm’s receptionist, Donna Chow, buzzed
Jasper’s intercom. “Your two o’clock meeting is waiting in the
conference room,” she announced.

Jasper had forgotten all about the
appointment.

“Huh? Oh, right…I’ll be there in a few
minutes.”

Alex was out of the office visiting a local
client and had asked Jasper to make a quick pitch to some prospects
from Marin County–a middle-aged couple who had done well in real
estate with some inherited money and were looking into hedge funds
to diversify their assets.

Marketing presentations had never been one of
Jasper’s strong suits. He could talk intelligently about stocks,
the economy, interest rates, the fund, or anything else related to
investments, but he never felt that he connected with people quite
the same way that Alex did. However, Jasper had learned much simply
from watching Alex over the years. His partner wasn’t too wordy and
excelled at making smooth transitions between topics. He also was
an excellent listener and always knew the right things to say.
Jasper had absorbed some of these techniques, which had bolstered
his confidence, yet he still considered Alex to be the master
presenter and was always envious of him for his superb people
skills.

Jasper found his two guests basking in the
glorious views of a lovely fall afternoon. They were so entranced
by the sight of Marin County at the other end of the Golden Gate
Bridge that they didn’t hear Jasper enter the room.

“Look!” said the husband. “There’s that
lovely house in Sausalito we sold five years ago.”

“Nice view of Marin today, isn’t it?” Jasper
said to get their attention before introducing himself.

“I’m Bob Stanyan, and this is my wife, Suzie…
Who do we make the check out to?”

They certainly are anxious to join the
hedge fund world, Jasper thought. The topic probably keeps
coming up at cocktail parties.

“Make it out to me, and I’ll overnight it to
my retirement account in the Caymans,” Jasper said, but the joke
didn’t really sink in with his visitors. “Seriously, let’s talk
about what it is that we do here at Firestorm and see if it makes
sense for you to become one of our limited partners.”

Jasper had them sit at one end of the large
conference table and asked a few questions to gauge their level of
sophistication regarding hedge funds, while he retrieved
presentation packages from the nearby credenza. As he suspected,
these people knew very little about what a hedge fund even was.

This may take longer than I thought.

As he sat down near the couple, he placed a
presentation booklet in front of each of them.

“Before we get into the nitty-gritty,” Jasper
began, “let’s talk a little about what a hedge fund is. For
starters, a hedge fund is a private limited partnership.”

“Private partnership…so far, it sounds like
my country club,” joked Bob.

“Good analogy, Bob. In this country club, as
the general partner, we manage the assets that are contributed by
limited partners like you…assuming you meet certain legal net worth
requirements as qualified and accredited investors.”

“No problem there,” Bob said. “We get that
it’s like a mutual fund for rich folks.”

Jasper grinned, nodded in agreement, and
continued on.

“Hedge fund is a generic term that’s
applied to many different investment strategies. Most hedge funds
make money by exploiting spreads between various assets.”

He was attempting to simplify his
explanation, but he could already see looks of confusion on their
faces.

“For example,” he said, trying to be more
understandable, “in our hedge fund, we invest in stocks. We look at
a lot of different companies and try to figure out what they’re
worth. Then we compare that with the stock price…what the market
says they’re worth. We buy those stocks we think are undervalued,
which is called ‘going long.’ And with stocks we determine to be
overpriced, we ‘short.’”

“Short?” asked Bob. “What does that
mean?”

“Good question. When we short, we borrow
shares from a broker and sell them. Later, we buy those shares
back…hopefully at a lower price…and return them to the broker,
pocketing the difference in price.”

Bob and Suzie still look puzzled.

“Okay,” said Jasper, sitting back. “Let’s use
some real numbers. Suppose I short a stock at eighty and then buy
it back…also called ‘covering’…at fifty. I’ve made a thirty-point
profit. It’s the same as buying low and selling high, only in
reverse order.”

The fog around the concept started to lift
for Bob and Suzie.

“So,” Jasper continued, “unlike most mutual
funds, we don’t have to hope for the market to go up to have a good
year. We have a greater latitude of investments and can even make
money in down markets. This is because we’re simultaneously betting
on some stocks to go up in price and for others to go down.
Therefore, our returns have what’s called a ‘low correlation’ with
those of the market. This means that our portfolio won’t
automatically be up when the market rises, but…more importantly for
people who’ve already accumulated substantial assets…we aren’t
necessarily down when the market averages decline.”

“But you can still lose money if your bets
are wrong, right?” Bob asked.

“That’s very true, Bob…in theory. However, we
run a concentrated portfolio of just our best ideas. Why settle for
second-rate picks? Not all of them will work, but not all of them
will fail, either, and the size of any one position in the fund is
based on our perception of the possible risk versus reward for that
stock. We put more money into stocks that we feel have greater
potential to achieve our objectives. Also, for additional
protection, we have various risk-control techniques that we use,
like limiting position sizes and exiting any position that moves
twenty percent against us. When you look at the results, you’ll see
that our investment process has worked well for a number of years
now in both up and down markets.”

As Bob and Suzie began looking through the
pages in the presentation booklets, Jasper launched into
Firestorm’s history and philosophy. He began with how he and Alex
had started the firm and grown the assets. Then he showed the
couple the organizational chart and the employee biographies. Next,
he directed their attention to the fund’s historical
performance.

“No negative years so far!” Jasper declared
with pride. “Although the market was down for two of our six years,
our results have been much less volatile than the comparable stock
market indexes. In layman’s terms, we had better returns
with less risk than the market.”

He pointed to his favorite graph, the
three-dimensional one that compared the growth over the years of an
investment in the fund versus an the same amount invest m ed nt in
comparable stock indexes. Firestorm’s results trounced all the
other alternatives. The diagram was easy to comprehend, looked
impressive, and was more persuasive than anything else he might
tell them.

The couple glanced at each other and smiled,
making no effort to hide the fact that they were visibly impressed
by the fund’s consistently strong performance.

Jasper knew he had them now. “I’ve already
briefly touched on how we achieved those returns,” he said. “We use
an in-depth fundamental process whereby each stock is judged on its
own merits, a so-called ‘bottom up’ approach. Most of the stocks
are smaller or mid-sized companies, since they’re the most
under-followed by analysts and other investors, and that’s where we
feel that we can add the most value. I mean, what am I gonna figure
out about IBM or General Electric that hundreds of people don’t
already know? I might as well own an index fund that tracks the
entire stock market if I only focus on stocks like those.”

“That makes sense,” Bob said.

Jasper could literally see a light bulb
turning on over Bob’s head. Feeling more comfortable with the
couple now, he veered a little off script to dole out some of his
own homespun wisdom. “I’ve always believed,” he began, “that three
primary factors determine the ultimate outcome of any
investment…information, analysis, and timing. Usually, for an
investment to be successful, you need a lot of any one of them and
at least a little of the other two. That’s what motivates us to
work so hard for our clients…to nail at least one of those
three.”

He started to wind up the meeting with some
technical details about the fund.

“I’m sure you’re wondering where the assets
are held,” he said.

Looking around with amusement, Bob said, “I
don’t see a big enough mattress here.”

“No, our mattress is down the street at a big
bank-owned brokerage house. They like to call themselves a prime
broker. Also, every January, an independent accounting firm audits
the fund and certifies the results… I guess you want to know about
our fees, too.”

Bob and Suzie nodded.

“Well, we charge one percent of assets
annually, plus we get to keep twenty percent of any net profits at
the end of the year.”

This provoked Suzie to speak up for the first
time. “What justifies the fees being so high? You people must
really make a lot of money!”

Jasper chuckled. This was not an uncommon
question from potential clients. What he really wanted to say was,
“We like to live well…like you…so we charge what we think we
can get away with.” Instead, he said, more diplomatically, “Suzie,
this strategy is not your typical index-mimicking operation, like
many mutual funds. We’re very active in the market every day,
adjusting positions and adding and eliminating holdings. There’s a
great deal of work that goes into running this fund, and we need to
be able to attract bright, hard-working people.”

“No argument there,” she conceded.

“Well, as you know, nothing does that better
than money. Also, the fees align our interests more fully with
those of our clients. We do well only when you do well.” He
paused for emphasis. “And remember, those performance numbers you
saw earlier were net of all fees.”

She still looked skeptical.

“Plus,” he continued, “there’s a high-water
mark, so any losses must be made up before the twenty percent
incentive fee resumes.”

Suzie still wasn’t convinced. “We don’t pay
that level of fees to any of the brokers that we use to sell
properties,” she said.

“You would,” Jasper responded confidently,
“if they could get you above market prices and do it quickly.”

The next day, despite Jasper’s modest
evaluation of his own sales abilities, the couple agreed to become
limited partners in the fund.
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That Saturday night, Jasper and Angie went
out to dinner with their friends Wayne and Kendall. Wayne had done
the legal work for Jasper and Alex when they first started
Firestorm Partners, and Jasper and Wayne had been friends ever
since. The two couples enjoyed each other’s company and would get
together about once a month to explore new restaurants in San
Francisco’s ballyhooed food scene.

On this particular evening, they were dining
at a new eponymous hotspot started by an up-and-coming chef who had
worked under some of the finest in the city and was now ready to
make a big splash on his own. Kendall’s family was well established
in the high-end hospitality business, and therefore it was fairly
easy for her to land one of the highly coveted reservations. Jasper
was always disillusioned by how hard it was to get into these
places. It was as if the restaurant was doing you a favor by
allowing you to pay top dollar for the latest experimental cuisine
served by people who considered themselves too good to be waiting
on tables. Also, the restaurants were often located in some
cramped, obnoxiously loud space with no parking anywhere nearby.
Nevertheless, he liked trying new places, and it made him feel part
of the “in” crowd.

The food that evening was acceptable to
Jasper, but nothing special. However, he was totally turned off by
its ostentatious presentation. Also, he was growing weary of the
whole “fusion” trend that had every new restaurant trying to
outflank the others by pairing odd combinations of food and spices
into the same dish. This new chef apparently did not want to limit
himself, so he billed his cuisine as “global.”

Jasper ordered conservatively, choosing a
garden salad appetizer and a filet mignon entre–or so he thought.
The salad was built in the shape of the Eiffel Tower and contained
what he guessed were miniature bamboo shoots and ingredients
indigenous to the tropics. The whole concoction was coated with
ponzu sauce. The filet, which had a mango rub on it, sat on mashed
yams interspersed with shitake mushrooms and sliced beets. The meal
would have appealed to him much more if it had been less artistic
and more basic, although even comfort food had lost its way in this
town these days.

Angie’s dishes were all the more absurd–foie
gras tempura and a scallop kabob.

Wayne and Kendall both had soup followed by
who-knows-what as mains.

Jasper commented that it was “food creativity
run amuck.”

“Jaz,” Angie said, “you need to quit being so
analytical. Open your mind and enjoy the experience.”

“Ange, you’ve been listening to too much
reggae music again,” he replied.

Wayne and Kendall laughed at their friendly
banter.

After everyone declined dessert, the group
headed across the street to an upscale wine bar.

When Jasper had moved west after graduating
from Penn State, this South of Market neighborhood was still very
seedy. A number of popular nightclubs were located there, thanks to
the low rents and easy access. In keeping with the recent
gentrification of the area, the shabby watering hole where Jasper
used to meet up with friends, which had been called “Papa’s,” was
now “The Corkscrew,” a trendy wine bar. It was large by wine bar
standards, with lots of modern decor couches and decorations spread
throughout. It also featured a large decanter-shaped counter in the
center. The back wall was made of lightly smoked glass with a
voluminous two-story wine cellar behind it, where the patrons could
watch young ladies in spandex outfits use sliding ladders to
retrieve bottles of wine from the various compartments. It was an
odd cross between Napa Valley and Cirque du Soleil.

Since the place was already crowded when the
foursome entered, they decided to stand near the counter to wait
for a table. Wayne considered himself a budding oenophile, so they
prodded him to select a bottle of wine from the textbook-sized
list. Soon, the bartender was pouring them an older vintage
Chateauneuf-du-Pape, a Southern Rhone red wine that Wayne was quite
fond of. They all tasted the delightful wine and thanked Wayne for
making such an outstanding selection.

As the others made small talk, Jasper looked
around to take in the scene.

“Jaz!” someone called from behind him. “Long
time no see!”

Jasper quickly recognized the man approaching
him. It was Richard Klein, an old co-worker from the days when they
both started out in the business as junior analysts at a large
local mutual fund firm.

Jasper reached out to shake his hand.

“Richard, how’ve you been? I haven’t seen you
in ages.”

Richard looked genuinely pleased to have run
into Jasper.

“I’m good. It’s been some time since I’ve
seen you. I hear your fund is doing great. In fact, you look
terrific, Jaz.”

“Life is good. Alex and I are having another
fine year. Are you still working for Sandy?”

“Yep, I’m still there…for now.”

Jasper was confused by this.

“Why, are you thinking of leaving?”

“As you know, Sandy calls all the shots at
his fund, and he’s very temperamental. We had crappy results
last year, and this year didn’t start off much better. When some of
the big clients started getting restless, Sandy felt the heat to
make them money, so he made some big sector bets that didn’t pan
out…like the railroads prior to the strike and the biotechs before
they swooned.”

“Ouch! That sucks.”

“It sure does. So he’s been a difficult guy
to work with lately, even more so than usual. Also, I just heard
from our marketing schlub that a few big fund-of-funds have
notified us that they want to pull their money at quarter’s end. We
could lose almost a third of our assets right there. I think the
firm will come through this okay, but bonuses are gonna be really
skimpy for the second year in a row, and it’ll take time to get
things back on track.”

“How big is the fund right now?”

“It’s just shy of a billion dollars. We
peaked at one-point-two billion early last year before performance
crapped out.”

Jasper was envious. Firestorm was only a
quarter of that size. “It’s a shame,” he said, “how quickly things
can shrink in this business.”

But Jasper also felt sympathetic toward
Richard, believing that he deserved better. He’s a smart,
hard-working guy with good investment instincts.

However, Sandy’s reputation in the financial
community was not pretty. He was known to churn through employees
like a buzz saw through lumber, and the only thing more volatile
than his performance results were his mood swings. But he somehow
always managed to keep his fund chugging along. Now, however, it
looked as if the wheels might finally be coming off.

As Richard left to rejoin his group, Jasper
found that his friends were now seated on a semicircular leather
couch twenty feet away.

“You were so engrossed in your conversation,”
Angie said sarcastically, kicking him gently under the table, “that
we figured you wouldn’t mind if we grabbed some seats.”

“That was an old friend I worked with years
ago,” Jasper apologized. “It’s been a long time since we’ve seen
each other. Sorry for ignoring you guys.”

Giving him a hug, she said, “It’s great to
have you back with us.”

Wayne ordered another bottle of wine, a
vibrant red Burgundy, along with a small platter of cheese. He made
some comments about the wine’s “balance” and “elegance,” which
meant nothing to Jasper, but he liked the wine anyway.

“What do you think of this grand cru, Jaz?”
Wayne asked, putting him on the spot.

“Wayne,” he said, with all his charm, “if I
could pick stocks the way you pick wine, I would’ve retired to my
own island somewhere in the South Pacific years ago.”

They all raised a toast to that.

For the next hour, the ladies gossiped about
the latest fashion trends and which celebrity was seen wearing
what, while the men mostly talked about sports. Not wanting to
appear rude for a second time, Jasper tried to stay focused on the
various topics, but his mind was really on his earlier conversation
with Richard.

The next morning, Angie awoke early to the
humming sound of Jasper’s printer spewing out page after page.
Jasper was at his desk, typing away at his laptop.

“What the hell are you working on this early,
Jaz?”

“That guy I was talking to last night…Richard
Klein…he gave me some interesting news about his fund…info that can
make Firestorm money!”

“Huh?” Angie yawned.

“He works for Sandy Wilson at SWC. Their fund
hit the skids and is starting to implode after some bad stock
picks. I looked up their 13-F filing with the SEC online, which
lists all of their holdings as of the end of last quarter. Then I
threw together a spreadsheet with their positions ranked by dollar
value and downloaded from the internet the average trading volume
for each stock… He’s screwed!”

Angie wasn’t connecting the dots.

Are there any times when he’s not thinking
about work?

Jasper continued enthusiastically. “He owns
many days’ worth of trading volume in some of his bigger positions,
and he’s gonna need liquidity due to some major withdrawals from
his fund.”

“So?”

“So, his forced selling could easily drive
down some of those stock prices in the coming weeks. We’ll get
short the most vulnerable ones in the next few days and have Rocky
spread the word around to the other trading desks about what’s
happening at SWC. It’s just like chumming the waters…those other
traders will smell blood and attack like the sharks they are.
They’ll do the same thing as us and bet against SWC’s stocks. The
good news is that we’ll be there first and already making
money!”

Angie yawned. “Wonderful…you’re gonna stab
your friend in the back.”

Jasper got defensive. “Not at all. Their
selling will push the prices down…we’ll just be on the other side
of the trade and make a few shekels.”

“How about making us some breakfast
first?”
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There was a week every fall when Jasper
trekked to New York to attend a series of investment conferences
that all took place simultaneously. This was a fine way for him to
make contact with a lot of companies in a short period of time. It
also gave him a good perspective on the stock market–the higher the
attendance, the more likely the stocks were to be peaking.

On the Sunday morning prior to his flying
out, Angie and Jasper had breakfast at a small neighborhood cafe.
After laughing over a particularly bad movie they had seen the
night before, Angie focused on Jasper’s trip.

“I’m sure all the stockbrokers will want to
take you out while you’re there. Try not to overdo it on the lap
dances,” she said jokingly as she winked at him.

“I wish I had time to go to those places.
I’ve got more meetings this year than I’ve ever had, including
company dinners some of the firms have set up. Alex also has me
doing some introductory marketing meetings at the end of the week.
Fun, it won’t be.”

The scene at the airport was hectic when
Angie dropped him off. They quickly said their goodbyes at the
curbside, and Jasper shuffled off into the terminal.

As he waited in line for a check-in kiosk to
become available, he wondered what the problem was with the
traditional way of checking in.

This new way takes just as long, he
thought, since you’re likely to get stuck behind people who
can’t follow directions on a touch screen, or else they act as if
it’s their first time in an airport. And the airlines don’t seem to
be saving any money on smaller staffs, since they still need people
to check identifications and tag the bags anyhow.

After a while, he tried to focus on something
other than the airlines’ ineptitude. But then he had to go through
security, the next bottleneck. While still cumbersome, this process
seemed to have become somewhat smoother over the past few years.
The irony to Jasper was that all these highly advanced security
machines hadn’t caught any terrorists, but were more useful as
propaganda tools for politicians. As far as he could tell, this
expensive new equipment was there primarily to convey the idea to
the public that airport personnel finally had security under
control.

I can think of a hundred other places those
tax dollars could’ve been better spent.

Once he was on the plane, Jasper had hours
more to kill. He searched through his bag for the schedules of the
conferences he would be attending. Each one of the three different
conferences had long lists of companies that would be presenting to
investors. The presentations would all last twenty to thirty
minutes, with four or five of them going on simultaneously. These
would be followed by “breakout” sessions closed to the media, where
small groups of investors could ask detailed questions of the
presenting management teams in a more intimate setting.
Additionally, Jasper had scheduled a few private one-on-one
meetings with companies that he was especially interested in or in
whose stocks he already had positions. On top of everything else,
there were the company dinners he had been invited to, which needed
to be factored into his schedule. So, he had plenty of logistical
issues to deal with to maximize the usefulness of this trip.
Fortunately, the hotels where the conferences were being held were
all near each other, so he could easily go from one to the next and
back again.

His plane arrived at JFK Airport on time–a
rarity in his experience. After retrieving his luggage, he headed
off in a cab to Manhattan. When he entered his hotel, he could see
other conference attendees checking into their rooms and heading
off in various directions. There was a distinct buzz of activity in
the spacious lobby. Jasper gathered his key and made his way up to
his room.

The next morning, he headed down to the
conference in the basement of his hotel. This required him to walk
down a grand staircase from the lobby to a very crowded hallway,
where a swarm of people had congregated around a row of tables to
register for the event. Jasper eventually made his way to a young
woman sitting at one of the tables, who looked him up on her
laptop, printed his badge, and handed it to him along with a cloth
bag emblazoned with the sponsoring brokerage firm’s name and logo:
Goldsmith Associates. The heavy bag contained two large
spiral-bound books filled with information on each presenting
company. A blank notepad, pen, and miscellaneous promotional
materials touting the brokerage firm were also stuffed into the
bag.

As the company presentations were about to
begin, the hallway was mobbed with people. The scene was a fire
marshal’s worst nightmare. There were five large conference rooms
connected by one meandering hallway, in which people were
frantically bouncing off each other as they tried to go in various
directions. Needing to get to a room just up ahead, Jasper was
nearly run over twice by pushy over-caffeinated Type-A
personalities, but managed to enter the room and claim a seat. He
guessed that there were at least ten rows of seats with a dozen
chairs per row on each side of the aisle. The room was two-thirds
full.

Looks like a strong turnout for a company
this size.

As Jasper sat down, one of the men on a small
raised platform stepped up to a microphone to speak. It was the
Goldsmith analyst who followed the company, DeltaGro. He gave a
brief summary of the firm and introduced the CEO, who would be
making today’s presentation.

Jasper flipped through one of the books in
his bag to the page on this particular company, and then took out a
pen to take notes. A large screen next to the speaker displayed a
PowerPoint presentation with bullet points and graphics for each of
his topics. While he spoke, the CEO nervously directed a laser
pointer at the screen for emphasis.

DeltaGro was in the residential and
commercial fertilizer business, which also included weed killers
and pesticides. Prior to the presentation, a legal disclaimer slide
had flashed briefly on the screen, containing print so small that
no human eye could possibly read it. From past experience, Jasper
knew that the disclaimer roughly stated that nothing the company
said this day should be relied on to be accurate or meaningful. If
taken literally, there would be no reason for Jasper or the others
to be there at all.

After presenting a brief overview of
DeltaGro’s product lines, the CEO cited industry statistics about
the size of the market, historic growth rates, and projections for
both of these from third-party analysts. Next he drilled down to
his specific products, displaying a series of spiffy
three-dimensional charts that highlighted DeltaGro’s growing
revenues. Eventually, his presentation transitioned to the recent
acquisitions his company had made and the holes these filled in its
product lineup, as well as other initiatives DeltaGro had
undertaken in both marketing and distribution. Finally, he turned
the podium over to the CFO, who quickly went through the company’s
financial results until the buzzer sounded.

Jasper wasn’t overwhelmed by this
presentation, but he sensed that the fundamentals were headed in
the right direction. The stock was reasonably priced, and judging
by the size of the audience relative to the size of the company,
other money managers were starting to put the name on their radar.
Therefore, he decided to participate in the breakout session. To do
this, he headed back out into the frightfully overcrowded hallway
to perform the bumper car ballet to the other end of the building,
where the breakout rooms were located.

After passing a security guard, who checked
his badge to verify that he wasn’t a member of the media, Jasper
entered the small breakout room. It had a table and a few chairs
near the far wall, which faced tightly packed folding chairs set up
for an audience of perhaps forty people. To get some leg room, he
grabbed a seat on the aisle.

The CEO and CFO walked in, chatting with
investors who had sat in on their presentation and followed them to
the breakout room. The two men strolled through the room, sat down
at the table, poured themselves water from a pitcher, and began
taking questions.

The first question came from someone who
seemed to know DeltaGro well, since he addressed the CEO by his
first name. The query was a softball toss about acquisition
possibilities. This gave the CEO a chance to pontificate about all
the opportunities available to the company and the value these
could conceivably create for shareholders through his
empire-building strategy.

It occurred to Jasper that a ringer might
have been planted in the audience to start the conversation off on
a positive note. DeltaGro would not be the first company in the
history of these conferences to pull off a stunt like that.
Nevertheless, Jasper decided that, more likely, the man was just a
brown-nosing institutional shareholder who liked to feel important
and get in the good graces of management by asking friendly
questions.

The next question concerned the rising input
costs for fertilizer and DeltaGro’s ability to pass those along to
customers while still maintaining profit margins. The CFO jumped on
this one with a clearly canned response, one that he likely had
been feeding to investors lately, suggesting that any higher costs
would be passed through. He also noted that the company had some
long-term contracts with suppliers and did some hedging. According
to him, competitors hadn’t done much of that, so there was the
possibility that the company could either have higher margins or be
more competitive on price in the future.

Jasper was still lukewarm on buying the
stock, but he liked what he had heard up till now, so he posed a
question of his own.

“Can you address the impact of organic
farming on your business?”

The CEO replied, “There’s no doubt that
organic is a rapidly growing trend, although it’s currently only a
small part of the industry. But the organic folks still need
fertilizer…just not the conventional type. We expect to launch
innovative products for that market in the near future. Stay
tuned.”

Jasper followed that up with, “Where do you
see the strongest growth? Domestic, international, commercial, or
residential?”

The CEO beamed. “International is booming.
Developing nations are demanding more higher-quality food as their
income levels rise. That’s raising the demand for crop nutrients.
We’re making strong inroads there with local partners who know the
landscape and have distribution systems in place. Right behind that
is the domestic residential market. We’re beginning to see the
payoff from some new products that we’ve acquired and marketed
heavily.”

At that moment, the buzzer went off,
indicating that the session was over and the next presentations and
breakout sessions would begin in five minutes.

A small group of people rushed the management
team to get in a quick question or two. Jasper introduced himself
to the CFO, and they exchanged business cards. Before leaving the
room, he made a few notes in his book, including one to follow up
with some additional questions for the CFO when he returned to his
office the next week.

Jasper headed back to the large meeting rooms
to observe the next presentation, this one by a popular internet
retailer, HyperShop.com. He could barely get in the door because
the meeting was already standing room only. Slithering over to a
side wall, he leaned up against it shoulder-to-shoulder with other
investors, who already had their notebooks and pens out.

The Goldsmith analyst for HyperShop, whom
Jasper always considered a shill for the firms he covered, said
some glowing words about the company. Then he introduced the CEO,
who did something odd by stepping down from the podium and
launching into his spiel while pacing in front of the audience and
frantically waving his arms around. It turned out that he was using
a wireless microphone clipped to his shirt.

This guy’s a modern-day P. T. Barnum!

The audience of money managers was clearly
enthralled by the man’s charisma. He spewed all the latest business
school cliches, including phrases like “core competencies,”
“customer-centric,” and “rationalizing.” The audience loved it,
completely mesmerized by every New Age business concept that rolled
off this man’s lips. Meanwhile, the large screen behind him filled
with graphics that would make a Hollywood producer proud. It was a
big letdown for everyone when the CEO eventually gave way to the
CFO to talk about mere mundane things like revenues and
profits.

The market valued the stock as if HyperShop
was going to reshape the whole concept of retailing so that no one
would ever have to set foot in a store with walls again. Jasper
could see where people would momentarily buy into that notion, but
he knew that one day the stock would be a great short when the wind
went out of its sails as the financial results inevitably fell shy
of the hyperbole. The underlying fundamentals in no way justified
the value that the market was currently placing on the company.
This was another investment idea for Jasper to keep an eye on.
Timing would be critical for a profitable trade in this stock. He
would need to bet against it at the first sign of a chink in its
armor, since the stock price collapse could happen abruptly.

As he left the room with the rest of the
herd, Jasper recognized some of the other attendees, although no
one he knew personally. These were the “conference whores,” a group
of analysts employed by some of the large hedge funds and mutual
funds, who appeared to do nothing but go from one conference to
another. In a nutshell, their job was to get cozy with the upper
management teams and look for body language or words from them that
could indicate changing conditions at their companies. The funds
they worked for had large positions in many stocks, so company
CEO’s and CFO’s knew these analysts well. Often they had private
one-on-one meetings with them so the analysts could pick their
brains, since a CEO’s job is not only to run a company but also to
champion its stock at all times. Lofty stock prices keep
shareholders happy, CEO’s employed, and their personal stock and
options in their companies more valuable. If this required
pandering to the whores, so be it.

Jasper headed out of the hotel and down the
block to the next conference. The routine was the same there
regarding registration, except that it took place in a separate
room and wasn’t crowded, since the conference had been under way
for a few hours. After he took off his badge from the previous
conference and put it in his pocket, he was handed a cheap
burlap-like faux attache case emblazoned with logos for the host
brokerage firm, WebberPeabody, and filled with materials similar to
those he had received at the other hotel.

Checking his watch, he realized that he had
twenty minutes to kill before the presentation he wanted to attend.
As he pulled out his BlackBerry to read his messages, he looked
around the registration room. There was a coat rack along one wall
with a few tables and mostly empty chairs nearby. The tables were
strewn with newspapers, empty coffee mugs, and small plates with
remnants of breakfast. On the other side of the room was a longer
table with what was left of the breakfast muffins and fruit, along
with pitchers of orange juice and thermal carafes of coffee.
Hanging on the wall behind the tables were two large flat-screen
monitors. One listed real- time stock quotes for all the companies
that were presenting at the conference that day. The other
displayed conference-related information.

It was the second screen that caught Jasper’s
attention when he saw a short list of changes to the conference
schedule. These included the company that Jasper had come to see,
Integral Silicon, which had cancelled its presentation. As Jasper
wondered why, he glanced at the first screen to see that INSI’s
stock price was up by a few pennies on the day, in line with the
overall market.

As INSI was one of the largest positions in
his fund, Jasper quickly called back to his office.

“Rocky, it’s Jaz. INSI’s a no-show at the
conference. Any idea why?”

“I haven’t heard a thing. Checking the news
now…there’s nothing there to explain it.”

Jasper was curious, but not overly concerned.
If he had time, he would look into this later. After chatting a bit
longer with Rocky about what was happening in the stock market that
day and giving him some initial feedback on the conferences, he
wandered through the hallway and into a presentation already under
way.

By now the presentations were all starting to
sound generic to him, as if the companies were all working from the
same template. Fortunately, this one would be over in just a few
minutes.

For lunch, two of the large conference rooms
were joined together and set up with big round tables. Each one,
accommodating a dozen people, had a sign in the middle with the
name of a company whose entourage would be seated there, enabling
interested investors to join them.

Jasper wasn’t paying much attention when he
plunked down in an unoccupied chair near the middle of the room. A
woman who sat down next to him introduced herself as the head of
investor relations for an emerging health-care company, Franklin
Biogenetics. To make small talk, he asked her about the company and
tried to act interested when she explained that Franklin was
working on a drug derived from coconut milk for people with some
obscure genetic disease. Her voice changed noticeably when she
bragged about the large amount of money they could charge patients
to stay alive if the drug proved successful. To Jasper, the whole
idea sounded more like something that graduate students should be
working on in a lab somewhere, rather than a commercial enterprise
that aimed to hold sick people financially hostage.

“What’ll happen,” he asked, “if the drug
fails to work?”

“They’ll still be sick, and we’ll all be
looking for work elsewhere… Or if there’s enough cash left over to
keep the company going, we’ll rush another compound into
testing.”

Jasper quickly determined that buying
Franklin ’s stock was eerily similar to purchasing a lottery
ticket. He really wasn’t too keen on binary investment events, in
which he would either hit a home run or strike out, with no middle
ground. That was highly likely in a case like this, since he didn’t
feel that he had any competitive advantage over other
investors.

It sure seems like a coin toss. What do I
need that for?

The wait staff soon started bringing out the
food: the standard rubber chicken and soggy vegetables. It took a
while for Jasper’s table to be served.

A speaker stepped up to the podium and began
to talk, an older gentleman with scholarly-looking eyeglasses. His
thinning gray hair was combed over the top of his head in a pitiful
attempt to hide his sharply receding hairline. He was
WebberPeabody’s director of research, Clifford Mortensen. After
thanking everyone for attending, he gave a short speech about the
firm’s wonderful research and investment advice–buy this, sell
that–and the slightly market-beating results it would have earned
for you if you had followed its guidance during some arbitrary time
frame.

This is worse than watching a late-night
infomercial on cable.

Mortensen was followed by Meyer Friedland, a
Noble Prize-winning economist, who spoke about marginal income tax
rates and government deficits. A brilliant man he was, but not the
ideal complement to Jasper’s sugar-laden dessert cake and decaf
coffee.

Jasper caught a few more uninspiring
presentations before heading back to his hotel for a one-on-one
meeting with a business software company, SofTec, which had a small
suite upstairs in the hotel, where its representatives met
individually with investors like him. To attend a meeting like
this, you generally had to be one of the host brokerage house’s
better customers. Either that or they had a slot they needed to
fill. Jasper’s fund was growing nicely, so he wanted to think it
was for the former reason, but he knew it was probably more for the
latter. Still, he was happy to take advantage of the
opportunity.

When he knocked on the door, he was greeted
by one of the associates of the research analyst who followed
SofTec’s stock for Goldsmith. The prior appointment had just ended.
SofTec’s CEO, CFO, and investor relations director were crowded
around a small table with two chairs left open for guests. Jasper
went over, introduced himself, sat down, and exchanged business
cards with the others.

After the IR guy asked Jasper if he already
owned the stock, which he did not, the CFO slid a pitch book in
front of him, and the CEO started her presentation. She went into a
long-winded explanation of the type of software that SofTec
provided to businesses, and that it came in various modules for
different functions that all interconnected. Jasper wasn’t
impressed when she claimed its customers were mostly leaders in
their industries.

She makes it sound as if any company that
doesn’t use her products is doomed.

After she belittled her competitors, who were
all much larger and more established companies, the CFO followed
with a rosy forecast for anticipated revenues and earnings.

Following a few basic questions from Jasper,
the meeting ended. He thanked each of them politely, but left the
room wishing he could have that half-hour back. Investing in small
software companies was, to his way of thinking, a crapshoot. They
habitually close the bulk of their business in the last few weeks
of every quarter, so it’s always a nail-biter waiting to see if
they made or exceeded the market’s expectations. On top of that
risk, a bigger competitor might decide to enter the space by
cloning their software and sometimes even giving it away for free.
Jasper always believed that the smaller companies in this industry
needed to be very nimble to carve out a market niche, or else they
needed to sell out to one of the bigger firms. He wasn’t feeling
that either of those alternatives was in the cards for SofTec, so
he had no interest in the stock and didn’t see the need to research
it further.

That evening, Jasper took a cab from his
hotel to an Italian restaurant, where he had yet another meeting.
When he walked in, he saw Tom Williams, the WebberPeabody salesman
who had arranged the dinner. Tom led him to a private room in the
back that was set up for fifteen people. The CEO and CFO were
already there, talking with the others in attendance. Tom took
Jasper over to the CEO, Marlon Johnson, and introduced him.

Jasper always held that there was no better
way to measure the quality of a company’s management than to meet
with the top people and look them directly in the eye. Tonight’s
dinner was a perfect example of that. Johnson, a man in his late
fifties with jet black hair, was dressed in a flashy way that one
would not expect at a business meeting. He was a chubby fellow with
a thick gold chain around his neck that drew attention to the gray
chest hair spilling out over the top of his shirt. Other jewelry
included a large pinky ring and a gaudy gold watch with diamonds.
The only thing missing was a Corvette, which was probably parked
out front. He may well have been a great manager, but Jasper’s
instincts were telling him to stay away. Jasper preferred to invest
in companies that were run by more conservative, less promotional
types–people who looked like bean counters from the midwest.

The dinner itself was fine. The food and
service were both better than Jasper had anticipated, but it had
been a long and hectic day for him, so even a greasy burger at a
slimy fast-food joint would have sufficed. Johnson ordered several
bottles of wine, the big-name expensive type that people select
when they want to impress others, but really don’t know much about
the stuff. During dinner, he spoke a little about business and a
lot about himself. Mostly, it was just boasting about his exploits
and the ineptness of his competitors. Dessert was a flambe, a
version of Bananas Foster. Having heard more than enough, Jasper
wanted to dump the flaming heap in Johnson’s lap.

After the dinner, Jasper decided to walk back
to his hotel, since the cab ride to the restaurant had been shorter
than he expected. It was a nice evening, and he enjoyed the fresh
air. As he walked up Fifth Avenue, he called Angie on his cell
phone.

“Hi, Ange! What’s happening?”

“Hey, Jaz. I just got home from yoga. I’ve
gotta keep it short. I’m meeting Judith for dinner and need to
shower first. How’s New York?”

“Busy. I’ve been in meetings all day. Even
dinner was a meeting. It was a nice restaurant, but I couldn’t wait
to get out of there. I’ve still got a few more days of this to
endure, and I’m already miserable. I miss you.”

“I’m sorry to hear you’re suffering, but
that’s the price of leaving San Francisco.” She chuckled. “I need
to run. Sorry, I can’t talk longer. Call me tomorrow.”

“Will do. Have fun tonight. Bye.”

He was dejected by Angie’s quick end to the
conversation, but tried to stay upbeat.

On the bright side, I don’t have to spend
time with that annoying a-hole Judith!

Ten minutes later, he was back at the hotel,
where he headed straight up to his room. Before turning in for the
night, he scrolled through some emails on his BlackBerry.

The next morning, he awoke to the shrill
ringing of his hotel telephone.

That’s strange…I didn’t schedule a wakeup
call.

As he mumbled a hello into the phone, he
heard Rocky’s unmistakable voice on the line.

“Jaz, wake up! INSI just announced that
they’re being bought by a private equity group!”

“Wow!” he said, now wide awake. “That
explains why they weren’t here yesterday. What’s the price?”

“Over fifty percent premium to higher than
yesterday’s closing price! The stock is already actively trading
near that level, and the market hasn’t even opened yet.”

“I don’t wanna be greedy, Rocky. Our position
must be around six percent of the fund now, which makes it our
largest holding. Let’s lock in our gains at that price if we can
and sell it all.”

Jasper figured that if someone came along
with a better offer, which is what the market was suggesting by
trading the stock so near to the deal price, the upside would not
be as great as the damage if the deal fell through. That could
happen if the buyer got cold feet or couldn’t arrange financing, or
if the government wouldn’t let the deal go through, or if
shareholders voted it down. Jasper didn’t want to see his big gains
disappear if something went wrong, and there was plenty that could
kill the deal.

“Gotcha!” Rocky said. “Call me later. Gotta
go, the phones are crazy today, and I’m the only one here.”

Jasper now had a spring in his step as he
burst out of bed to get ready for the day. The thought that his
fund was up a full two percent before the market even opened that
day, thanks to the INSI buyout, gave him an adrenaline rush.
Suddenly, today’s long slate of meetings would be much more
tolerable.

But most importantly, the gut feeling that
led him to stake out INSI’s headquarters on a Saturday morning had
paid off in spades for Firestorm and its clients. Jasper did a
quick calculation in his head. Our four percent position is
roughly twelve million dollars worth of INSI stock…a fifty percent
gain equals six million dollars in profit…that’s one-point-two
million dollars more for our bonus pool…of which almost half a
million is for me alone!

Jasper was fully aware of the irony of his
situation: it was much more profitable to spend an hour alone in an
empty parking lot in Silly Valley than to fly across the country
and slog from one company meeting to another with hundreds of other
money managers.

This day was similar to the first one, filled
with seemingly endless presentations and breakouts. He also managed
to make his way over to the third conference he wanted to attend.
Fortunately, he didn’t have any additional company dinners
scheduled. Instead, he planned to attend the various evening
entertainment events for conference attendees, which featured
antiquated rock bands with musicians who should have retired
decades ago, semi-famous comedians struggling to come up with
financial jokes, and barely palatable buffet food.

Before heading over to the evening’s event,
he decided to give Angie a call. He was still excited about the
INSI announcement and the boost in performance that it provided his
fund. Unfortunately, he got her voicemail, which was a real letdown
following the extremely brief conversation they had had the night
before. All he could think to say, other than telling her about the
INSI news, was, “I miss you. Call me.”

The next two days were more of the same. The
conference grind was quickly getting old.

Jasper devoted the fifth and final day of the
trip to meeting with institutional investors who wanted to get
better acquainted with Firestorm. Alex had arranged these meetings
so that the potential investors could meet Jasper face-to-face and
learn more about the investment philosophy behind the fund. As the
size of the fund grew and performance results remained strong,
Firestorm was starting to pop up on more and more institutional
radar screens.

The first stop in the morning was with the
investment officers of a multibillion-dollar college endowment that
was expanding its allocation to alternative investments such as
hedge funds. These highly sophisticated gentlemen were most very
interested in risk control, focusing on areas such as leverage,
market exposure, position sizes, and sell discipline. Jasper sensed
that they were most worried about putting money into something that
might implode down the road. That wouldn’t make them look good, and
there would certainly be a donor backlash–a prospect that appeared
to concern them more than underperforming the market. Jasper felt
that he successfully addressed their concerns and that the meeting
went well, but he knew there would be a lot more interaction and
handholding before these people seriously entertained the idea of
investing capital in his fund.

The other two meetings were with operators of
fund-of-funds. These investors were middlemen who pooled money from
mostly smaller investors and doled it out to various hedge funds.
In the past, most of them wouldn’t have given Jasper and Alex the
time of day. Now that Firestorm’s assets had grown to a reasonable
size and the performance track record looked impressive, they began
requesting meetings. The interactions went smoothly. These two
groups were both most focused on quantitative measures of risk and
return, and on trying to pigeonhole Firestorm’s investment
style.

Jasper wasn’t impressed by these folks. He
knew that any money they would give him would be on a short leash
and quick to leave for whatever reason, logical or not. After the
fund’s one-year lockup period, they could pull their money out any
quarter with only one month’s notice. He also wasn’t thrilled by
their business plan, which added another hefty layer of fees and,
in his opinion, provided little incremental value to their clients.
If they didn’t have so much money to spread around, he would be
content to let them invest it elsewhere.
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The year was now more than three-quarters in
the books, and things were looking especially positive for
Firestorm. Returns were well ahead of the market indexes, and
certainly on track for yet another stellar year. Jasper had the
portfolio conservatively positioned, so that any sudden surprises
in the market wouldn’t cause major damage to the fund’s
performance. His confidence was very high, since he was only months
away from a multimillion-dollar windfall from his portion of the
fund’s twenty percent performance incentive fee. He had done well
in the past, but this would set a new personal benchmark and take
him to a whole new level of compensation.

Jasper had always been a car enthusiast.
Beginning in childhood, he was fascinated by automobiles and how
they operated. As he grew up, he sometimes fantasized that he would
go on to become an automotive designer or engineer. His father took
him to the auto show every year and even to a few races. An uncle
who worked at a dealership always brought him brochures for the new
models. One of Jasper’s favorite pastimes as a kid was building
small-scale replicas of the latest exotic sports cars.

Nowadays, Jasper’s automotive aspirations
were primarily driven by reading some of the monthly auto magazines
that he subscribed to and admiring the high-end vehicles that he
regularly saw driving around San Francisco. Work had kept him very
busy, so it was hard for him to focus on much else. Also,
Firestorm’s assets under management, and consequently its fees,
hadn’t really mushroomed until two years ago, so he hadn’t been in
a financial position to be extravagant. Now that he considered
Firestorm more stable and established, he was itching to get a
fancy new sports car.

Just a year ago, he had replaced his
middle-of-the-road domestic SUV with a Range Rover. At the time, he
was worried that it might be a little too flashy for him, but had
grown to enjoy it, especially during the few ski weekends he and
Angie had managed to squeeze in at Lake Tahoe last season. He was
convinced that now was the time to acquire the sports car he had
always dreamed of. Besides, in California, you are what you
drive.

There were a number of elements that Jasper
considered essential for his new vehicle. Performance, styling, and
quality were at the top of his list. The car needed to have plenty
of get-up-and-go as well as look and sound the part. Although he
was reluctant to admit it to himself, it was also important that it
have the right cachet. It must make a statement before the engine
was even fired, something that declared that this was no ordinary
machine and was built for the singular purpose of providing
exhilarating excitement to those who were lucky enough to
experience it.

He had run the idea by Angie earlier in the
week.

“Ange, I’m thinking of adding a stable mate
for the Rover.”

He wanted to get her feedback, since he
envisioned that the two of them would go for spirited drives on the
weekends, and therefore her concerns should be addressed ahead of
time and taken into account. He knew that her father had a long
history of owning Porsches and that she had learned to drive one
when she was only in her teens.

“I’ve been wondering,” she said, “when you’d
cave. It’s a sports car, right? You’re finally going to stop
drooling and start buying.”

“You know me too well. Wanna go with me this
weekend to kick some tires at the dealerships?”

“Only if you’re not buying some boy-racer
look-alike.”

Throughout the week, Jasper contemplated how
to approach the whole car-buying adventure. He made up his mind
that he wanted a new vehicle, but wasn’t thrilled with the idea of
wasting lots of time at various lots. Dealing with car salesmen
appealed to him even less than going to a dentist for a root canal.
Thus, he knew that he had to narrow down his choices ahead of time.
Besides, Angie would only put up with so much car shopping before
she’d become a thorn in his side.

When he thought about what appealed to him,
the choice boiled down to two brands, Porsche and Ferrari. He was
familiar with the car magazine reviews of both and did some
research on the internet to weed through models, options, and
prices.

On Saturday morning, right after breakfast,
Jasper and Angie drove north to Marin County, since the Ferrari and
Porsche dealerships there were across the highway from each other.
They went to the Porsche dealership first. It was a small store
with nine or ten new cars lined up out front and a modest used car
lot to the side. There was also a fenced-off area in the rear,
which appeared to have some new cars being prepped for sale.

Two salesmen were working that day in the
showroom, in which there were another half dozen cars. After
browsing for a few minutes, Jasper and Angie were approached by a
gentleman in his late forties, who was wearing a rumpled suit.

“Hi, my name is Alfred. Is there something I
can help you with?” Having seen them drive up in the Range Rover,
he decided they were worthy of his time.

“We’re interested in a new 911 Turbo,” Jasper
said.

He knew this car well from the articles he
had read and the conversation he had had recently with another
hedge fund manager who owned one. The car was very powerful, yet
easy to drive. It also didn’t stand out from the crowd as much as
the exotic Italian cars, but easily kept up with them in
performance. It was a versatile car that he could drive and enjoy
every day, should he choose to do so.

Alfred calmly asked, “Is this a purchase that
you’re ready to make today?”

Feeling that this was clearly a line from
Car Sales for Dummies, Jasper was a little insulted. He
interpreted the question as implying that if Alfred couldn’t close
the sale and make the commission that day, on a $150,000-plus car
no less, it wasn’t worth his oh-so-valuable time. Jasper looked
around the showroom, devoid of other customers, and at the other
salesman, who was trying to look busy behind his desk. Despite an
impulse to leave and go to one of the other Porsche dealers in the
area, he decided to play the game.

“Sure,” he said.

Alfred, Jasper, and Angie walked over to a
gleaming silver 911 Turbo that was parked on the other side of the
showroom. This car had a long list of options, including some
special order interior pieces covered in leather and carbon fibre.
The interior inside was a deep charcoal, one that was listed on the
window sticker as “Natural Grey.” It looked stunning to Jasper.

“What do you think, Ange?”

She slowly nodded in approval with a
grin.

Jasper wanted to take it for a test drive,
which prompted Alfred to begin again with the salesman
doublespeak.

“For the new Turbos, we only have this car
and a red one, which was just delivered yesterday and hasn’t been
cleaned or inspected yet. It’s our dealership policy that this
model isn’t available for test drives because we get very few and
the price is so high. We want them to be perfect when the customer
takes delivery. However, we do have a low mileage used one that’s
only a year old and virtually identical to the new ones. That car
you can drive.”

“Sounds reasonable to me. I’d like to drive
it.”

Alfred went to get the keys and met Jasper
and Angie outside by the car. It was a light blue color with a tan
interior, in immaculate condition, looking very much like a car
that had just rolled off the assembly line.

Alfred unlocked the door and handed the keys
to Jasper.

“I’ll let the two of you take it out alone.
Give it a few minutes for the engine to warm up before using full
throttle.” Then he added with a wink, “And remember, we’re not
responsible for speeding tickets.”

Jasper had to be very careful not to scrape
the car’s low front lip as he pulled out of the driveway. At first,
he gently drove around some of the back roads near the dealership
as he acquainted himself with the car, letting it reach proper
operating temperature, following Alfred’s request. His shifts were
a bit jerky at first, since it had been a while since he had driven
a stick, and he wasn’t used to the immediate throttle response that
he felt from the twin turbochargers and nearly 500 horsepower.

After becoming more comfortable, he took the
car out onto the highway to get a better sense of its capabilities.
Merging into traffic from the on-ramp in second gear was thrilling!
The car’s enormous torque thrust him back into his seat, as if a
portly wurst-eating German were giving him a bear hug from behind.
Upshifting to third, he started passing all the other cars with
ease. After he shifted into fourth, he glanced down at the
speedometer. The digital readout displayed “126 MPH”! He was
surprised at how rapidly it all happened.

“Slow down or we’re going to jail!” shouted
Angie.

As he exited the highway, he braked heavily
to reduce the high speed. The g-forces shoved his body firmly
against the seatbelt. Heading back toward the dealership on side
roads, he generated significant lateral forces through many of the
turns that tested the car’s sturdy seat bolsters. Finally, stopping
at a traffic light, he looked over at Angie.

“Wow! This thing rocks! Wanna try it
out?”

“No. Thanks to you, I think I already know
what this car is capable of.”

When they returned to the dealership, Alfred,
who was inside talking with the other salesman, walked out to meet
them.

“How was it?” he asked.

“That right pedal sure makes things happen in
a hurry,” Jasper replied.

Alfred turned to Angie.

“Was it to your liking also?”

“It was fine,” she said calmly.

Jasper exchanged business cards with Alfred,
then said, “We’ve got another stop to make before we can reach a
decision.”

Alfred was a little dejected at not being
able to close the deal right then and there.

“Where is that?”

“Right across the highway to look at the
Italians.”

“Ah, thinking of going over to the dark side,
are you?”

Not exactly sure what Alfred meant by that,
Jasper just nodded. He more or less interpreted the remark as sour
grapes that Alfred had not instantly made the sale and padded his
paycheck.

On the short drive over to the other
dealership, Angie asked Jasper for feedback about their Porsche
experience.

“What did you think of the car, the
dealership, and Alfred?”

“The Turbo was great fun, the dealership
seemed sufficient, and Alfred…a little slimy, but I’ve seen much
worse.”

As they pulled into the Ferrari driveway,
they immediately saw that it wasn’t much of a dealership, just two
small boxy buildings with some fancy landscaping in between and a
brick-paved parking lot for a few cars. The building on the left
had a big Maserati logo and a sedan in the window, so they entered
the other building, which was adorned with a large prancing horse
above understated “Ferrari” script. They felt like they were
entering a museum. Just inside the door, they passed a man and his
young son, who appeared to be concluding a sightseeing tour. The
building contained five cars, of which three were new and two were
classics, dating back roughly ten years in one case and forty in
the other. The new cars were blue, silver, and black, while both of
the older cars were the traditional red.

They browsed for a few minutes before being
approached by the lone salesman from his office in the corner. A
slightly balding man in his mid-fifties, who was wearing expensive
shoes and a loosely fitting sport coat over a black t-shirt, he
introduced himself as Carlo. He was lightly tanned and looked like
the type to hit the gym every morning for an hour before work.
Jasper thought he appeared very relaxed and friendly.

“Welcome,” Carlo began. “Are you shopping for
a car today?”

“We are,” said Jasper.

“Excellent. We have a number of very fine
nice vehicles to choose from,” said the salesman, waving his arms
around. “What are you most interested in?”

Jasper explained that he wanted an F430. At
about $200,000, it was the cheapest of the three Ferrari models,
but Jasper considered it the sportiest. From a performance
perspective, the three were all quite similar.

“We have a yellow one that’s used that I can
show you,” offered Carlo.

“I’d prefer a new one, like this,” Jasper
responded, pointing to the blue car a few yards away.

“Unfortunately, that car is not currently for
sale. Right now it’s for viewing purposes only. If you’d like to
leave a deposit, we can order you one, and it will be here in four
years, maybe three if you’re lucky. The yellow car, on the other
hand, is available now.”

Jasper wasn’t keen on a bright yellow
Ferrari, as it would be too flashy for him, but he wanted to keep
an open mind. He asked Carlo about the car until the last detail
struck him like a blow to the head–a price of $240,000!

“Why is the used one priced higher than the
new one?”

“Because it’s available. If you would like to
purchase new cars from us in the future in a more timely manner,
building a relationship with the dealership by buying a used car is
a good way to do that. We like to do business with friends. The
only new vehicle that’s available at the moment is the 612
Scaglietti.”

The 612 was certainly a nice automobile, but
a bulky four-passenger car that cost roughly $100,000 more than the
F430 was not what Jasper had had in mind.

This feels to me like some kind of shakedown.
I can’t believe they won’t sell me the car sitting right in front
of me!

Seeing the look of disappointment on Jasper’s
face, Carlo suggested another alternative.

“I’d be happy to walk you over to the other
building and introduce you to someone who could show you a new
Maserati coupe that is available. They’re very fine automobiles and
good stepping stones to eventual Ferrari ownership.”

This was clearly a not-so-subtle hint by
Carlo regarding another way to get on their A-list for new
Ferraris.

The Maserati marque was not even on Jasper’s
short list. In his mind, it was the poor man’s Ferrari and more of
a grand touring car, like an Aston Martin, than a full-blooded
sports car. True, it was a “very fine automobile,” but not what
Jasper was shopping for. He thanked Carlo for his time, and led
Angie back out to the parking lot.

As they climbed into the Range Rover, Angie
asked, “Are we headed back to buy the Turbo?”

A frustrated Jasper responded, “Let’s go
home. I think I want the Ferrari, just not the overpriced yellow
one. Now that I know a little about how the game is played, I have
to figure out how to get what I want.”

The idea that he couldn’t easily purchase the
car made him desire it that much more.

That evening, Jasper and Angie dined with
Wayne and Kendall again. During dinner, Jasper told the story of
that day’s car-buying escapades. Wayne said that the senior partner
at his firm owned a Ferrari, maybe even two, and that he could put
Jasper in touch with him to discuss his dilemma. Jasper liked the
idea.

The following Monday afternoon, Jasper got a
call at his office from a Mort Rosenstein. Jasper didn’t know who
Mort was until the gentleman explained that he was Wayne ’s
colleague and was calling about Jasper’s search for a Ferrari. Mort
did own two Ferraris, as it turned out, and had a lot to say about
how the Italian company operates.

“Keep in mind,” he said, “that they
originally only built road cars to finance their race team. Today,
they still have one of the top Formula 1 teams, which costs them
hundreds of millions of dollars every year. To maintain their
exclusivity, high margins, and stratospheric prices, they limit the
amount of cars they produce to a fraction of the demand. Only a few
thousand roll out of the factory every year for worldwide
consumption. That makes existing customers like me feel privileged
to buy from them and keeps me going back for more.”

“So, that’s how it works.”

Then Mort said something unexpected. “I have
a new Ferrari coming in the early spring and will be looking to
sell my F430 at that time.” After pausing, he continued, “I’m
thinking out loud here…I might sell the car now already if you’re
interested.”

“I’m interested,” Jasper blurted out.

They agreed to meet the next weekend, so that
Jasper could see the car in person.

Conveniently, Mort only lived a few blocks
away from Jasper in Pacific Heights, so that Saturday morning
Jasper walked over there alone. By this point, Angie had had enough
of car shopping.

When he arrived, he found that Mort already
had the car sitting in the driveway for his inspection. It was the
traditional deep red with a black interior. Jasper found it
stunning.

As he stood there admiring the car, he
flashed back to the days of his youth in New Jersey. His family and
the other homeowners in the middle-class neighborhood bought
vehicles for basic transportation. Extravagances consisted of
chrome hubcaps or pin striping. As much as he had dreamed of the
day of acquiring something so special, it still didn’t seem real to
him.

While Jasper was viewing the car, captivated
by its splendor, Mort came out to greet him.

“She’s a beauty, isn’t she?”

“Magnificent!”

“Let’s go for a drive.” He unlocked the doors
with a remote and handed Jasper the key.

The car emitted a low, throaty rumble as
Jasper started up the engine. After Mort explained to him how the
paddle shifters behind the steering wheel worked for selecting the
gears, they were off. Jasper was careful not to scrape anything as
he cautiously backed out of the driveway, having quickly learned
how low these cars are when he test-drove the Porsche.

They meandered through Pacific Heights into
the Presidio, a former military base. It was there, on the twisty
roads through the woods, that Jasper briefly revved the engine
above 8,000 rpm, experiencing mechanical music that he’d only heard
from high-strung race cars before. Both the engine and the exhaust
sound inside the car were louder than he had anticipated. The
Ferrari’s howling exhaust note was intoxicating, which was the
clincher d the deal for Jasper. He had to have one.

When they drove back to Mort’s house, they
closed the deal in the driveway. Jasper had done a lot of internet
research on asking prices for these cars, so when Mort threw out a
number that seemed fair, there wasn’t much need for negotiation.
Besides, Jasper wasn’t going to lose his dream car over a few
dollars.

The next day, Jasper went back to Mort’s
place with a check to pick up the Ferrari.

“Less than three thousand miles on a
two-year-old,” he said. “That’s not much.”

“That’s why I have two!” said Mort.

“Huh?”

“If you put a lot of miles on them, they
depreciate in value quickly, and the maintenance costs go sky
high…even by Ferrari standards. Better to just drive them on the
weekends, and with two you can alternate. Besides, everyone likes
variety. So, I have an older one and a newer one.”

None of this was really sinking in for
Jasper. All he could focus on at the moment was the anticipation of
taking his very own Ferrari out for a short drive before returning
home and carefully tucking it into the garage. He thanked Mort and
joyfully headed off in his newly acquired fancy red sports car.
Dream fulfilled.
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It was mid-morning at Firestorm when Jasper
decided to return some voicemails that had come in earlier that
day. One was from Tom Williams, the broker whom Jasper had seen
just a few weeks before in New York at WebberPeabody’s investment
conference. In a week, Tom would be bringing two of his firm’s
research analysts out to San Francisco and wanted to know if Jasper
had any interest in meeting with them in Firestorm’s office or
attending a group lunch. One of the analysts, Carol Clark, followed
specialty retail stocks, and the other, Jerzy Kowalski, covered
utilities.

Jasper left Tom a voicemail: “Tommy, Jasper
returning your call. No interest in meeting with the utility guy at
this time, but I’d like to see Carol Clark. I think you said you’d
be in town with her on Tuesday, and my schedule is wide open all
morning. Email or call me with a time that works for you. It was
great seeing you again in New York. Looking forward to Tuesday.
Thanks.”

Jasper had met with Carol Clark once before
and had been impressed by her observations and recommendations, so
he was looking forward to seeing her again. She wasn’t considered
to be in the top tier of Wall Street analysts, but her insights
could be of value to him nonetheless.

When Tuesday arrived, Tom and Carol met with
Jasper as scheduled in the conference room at Firestorm Partners.
Tom handed Jasper a spiral-bound copy of Carol’s presentation as
she propped up her own version on the other side of the table to
flip through and refer to while speaking. Beginning with a brief
overview of the entire retailing industry, she then quickly focused
on her own sector of the market, mostly mall-based apparel retail
chains.

Carol’s universe of stocks was never lacking
in activity. Some retailing concepts were quickly ascending, while
others were peaking or headed south, since Americans love to shop,
but where they do it constantly changes and evolves. The companies
she followed also included a minefield of turnaround situations in
various stages of rebirth or failure. Hence, there was always money
to be made somewhere in the group on both the long and short side.
It was a good place for Jasper to look for investment ideas for the
fund.

After describing the current macro
environment for her group of twenty companies, Carol focused on the
handful of ones she rated a “Buy.” Her outlook for each company was
heavily influenced by industry metrics that measured growth,
productivity, and profitability. Specifically, she spoke in depth
about the trends and outlook for year-over-year comparable store
sales and sales per square foot of store space for each of the
companies. She also had some charts that featured profit margins,
comparing them both through time and across different companies,
since growing sales wouldn’t mean much if they didn’t add to the
bottom line.

Finally, she wrapped up by describing her
half-dozen “Buy” ideas with the unique qualitative attributes for
each one that made the stocks attractive investments at current
levels. One company was a well-known turnaround situation with a
new management team; others were rapidly adding locations or
launching new store concepts.

Jasper was patient through most of Carol’s
presentation and didn’t ask a lot of questions, but almost
everything she had said so far he could have read in the reports
and investment updates she published on a regular basis. At this
juncture, he hadn’t really gotten any incremental value from the
meeting. Now it was his turn to direct the conversation.

“Carol, what’s your take on the recent
back-to-school season?”

“It was about as expected,” she began, “with
most of my group posting decent sales. But teen retailers struggled
some, since there were no real must-have fashion items this year. I
get the sense that some of them were more promotional than in the
past and also started discounting earlier than usual to reduce
inventories.”

“Are any of those good short ideas…at risk of
missing numbers due to the markdowns?”

Jasper’s question referred to the analysts’
estimates for the companies’ quarterly revenues and earnings.

“If they miss, it probably won’t be by much.
When the quarter gets reported, the market will already be focused
on the upcoming Christmas, which is much more important to them.
So, there’s probably not a lot of money to be made on the short
side based on that info.”

As Jasper wrote some notes in his
presentation booklet, Carol continued, “You might want to take a
closer look at the company on the next page, Girly Gazebo. It may
make a good long idea.”

Jasper looked up.

“Isn’t that a tired old concept?” he asked
skeptically. “Their stores always look bleak and deserted when I
walk by.”

Tom nodded in agreement.

“True, I have them rated a ‘Hold’ right now,
but there are a lot of moving pieces that may soon come together in
a positive way. They recently hired a new head of merchandising
with an impressive background, and they’re doing some tests with
remodeled stores…which I hear are going well. They’ve got a good
cost structure with a lot of older, cheaper leases, so there’s
plenty of operating leverage, where small sales increases could
lead to big jumps in profits. Also, I was told recently that
they’re completely revamping their website. That’s an area that was
always an afterthought for them, but now it may become a
profit-driver…even if it only does half as well as the websites of
some of their competitors. Plus, they’ve got good brand awareness
in this era when everything old is new again. Insiders are getting
more bullish, too. The CEO and a couple of the directors recently
bought a bunch of shares for themselves in the open market.”

“All of that sounds very promising. But why
do you still have it rated a ‘Hold’ instead of a ‘Buy’?”

“I need to see some proof that they’re
reinvigorating the brand before I can fully get behind them. My
reputation will be better off even if I miss the first twenty or
thirty percent move in the stock as a tradeoff for having greater
conviction to pound the table for the double or triple thereafter.
As I said, there are a lot of things happening over there, and
while I’m starting to get more bullish, it’s possible that some of
them may not pan out.”

Tom spoke up. “Now I can see why the stock’s
so cheap. This name is completely under the radar. No one’s paying
much attention to what’s happening over at the stodgy old Girly
Gazebo.”

“Very true,” agreed Carol.

“Jasper,” Tom said as he glanced at his
watch, “I’m sorry, but we need to wrap it up. We’re already late
for our next appointment. You can always call Carol directly with
any additional questions.”

That was fine with Jasper, since he had
gotten at least one viable investment idea out of the meeting,
which really appealed to him because it was a low-expectation stock
and therefore had a highly favorable risk-reward profile. If
Carol’s information was correct, the perception of the company
would soon change, leading to a higher stock price. If she was off
base, Girly Gazebo would muddle along the same as before. None of
the potential positives seemed to be baked into the stock price
yet.

After the meeting, Jasper headed back to his
corner office to do some further research on Girly Gazebo. He spent
that evening at home, carefully reviewing a number of its recent
financial statements and related regulatory filings. The next
morning, he had a long conversation with the company’s CFO, after
which he constructed a financial earnings model using several
different assumptions for revenues and expenses. The odds looked
good that the company would have some upside surprises in store for
investors in the future. Yet, the market had the company’s stock
priced as if it were business as usual for the chain. Shortly after
Jasper completed his analysis, Rocky was busy buying the stock for
the fund through WebberPeabody.

Later in the day, during a phone conversation
with Angie, Jasper asked her to stop by a local Girly Gazebo store
the next time she went by one and give him her impression of the
place.

She laughed. “Not unless I’m back in high
school and have a wig and dark sunglasses on.”

Talk about a down and out brand, Ange won’t
even step foot in the place. I hope Carol’s right that they can
revive this pig.
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It was the beginning of a beautiful fall
weekend. Jasper always told out-of-town friends and acquaintances
that the nicest weather he had ever known was San Francisco during
September and October. And on this early Saturday morning, that was
surely proving to be the case. The temperature was already in the
low 60s, there was no fog to be seen anywhere, and the air felt
crisp and clean with just the slightest of breezes. Jasper decided
to take Katoomba for a walk, so that they could enjoy the lovely
weather together.

After coming down the stairs from the flat
and reaching the sidewalk, Katoomba was on autopilot. Jasper always
wondered if the dog walker constantly took the same route or if
this one just happened to be his dog’s favorite.

When a Black Lab has her mind made up about
which way to go, it’s usually best to just follow along.

Today, she dragged him a few blocks to the
top of the hill. This street was a small sliver of Pacific Heights
known as the Gold Coast. The views of both the bay and the
Financial District were spectacular. Lining the street were large
palatial homes, many owned by famous billionaires.

While Katoomba sniffed around on a small
patch of grass, Jasper gawked like a tourist at the unimpeded sight
of Alcatraz, sitting out in the bay like an abandoned n industrial
relic. Early morning joggers ran up and down the steep nearby steps
lined with beautiful flowers and shrubs. Looking back up the
street, Jasper wondered whether he could ever be successful enough
to have a Gold Coast address. The property taxes alone for these
splendid estates were way out of reach for the vast majority of
people, so ownership would require a tremendous financial
windfall.

After coming back to reality, he continued
down the street past the houses he was just admiring. He and the
dog carefully avoided a swarm of personal trainers and their
clients, along with their various weights, balls, and exercise
mats. These people had turned the dead-end street into their own
makeshift personal gyms.

Who can blame them? With scenery like this,
it doesn’t even feel like exercise.

Katoomba guided Jasper along for a few more
blocks before making a turn to circle back toward home. A man a few
houses up the street was washing a Mercedes in a driveway. As
Jasper got closer, he recognized him as Sandy Wilson of SWC
Capital.

“ Sandy!” Jasper exclaimed.

The man looked up with the still soapy sponge
in his hand, squinted a little, and responded, “Jasper
Weatherly!”

“I didn’t know you did manual labor,” Jasper
joked.

“It’s the story of my life,” Sandy said
sarcastically. “You know you can’t find good hired help these
days.”

“Speaking of that, I ran into your
compatriot, Richard Klein, not too long ago.”

Sandy dropped his sponge into a bucket.

“There’s a perfect example of what I’m
talking about!” he said. “Richard left us two weeks ago to join a
fund that was recently started up by a team of traders from one of
the bulge-bracket prop desks that left to go out on their own.”

This was a reference to an internal
proprietary trading desk at one of the large premier investment
banks–similar to a captive hedge fund.

“I’m sorry to hear that,” Jasper said.
“Richard’s top notch. He won’t be easy to replace.”

Jasper recalled that Richard had commented to
him that performance had recently suffered at SWC, and he wondered
whether it had gotten worse or if Richard finally had had enough of
dealing with Sandy day-to-day.



“I’m disappointed to see him go,” Sandy
admitted, “but our returns have been challenging lately, and he
needs to look after his own best interests.” He paused for a
moment, and then began to ramble on. “In some ways, Jasper, you’re
very lucky. A fund your size can be more nimble, and you can better
keep your eye on the ball. Everything gets more complex as you
grow. Trading becomes more difficult as you take bigger positions
or invest in more numerous stocks. Your infrastructure and
headcount needs grow, the number of clients mushrooms…and all of
these demand your attention when you occupy the corner office. You
end up spending much of your time interviewing admins, approving IT
budgets expenses, and picking out office furniture when you should
be managing the portfolio. Add it all up, and you lose your focus…
Then, when things go wrong, you have to put the pieces back
together again… I really miss the days when I could do what got me
here in the first place and put the administrative crap aside.”

Sandy liked to listen to himself talk. He had
a big ego that came from being a successful hedge fund manager.
However, when things went badly, he was known to blow his top-and,
of course, the problems were never his doing.

Jasper felt awkward listening to Sandy
justify his problems by blaming others when everyone knew how
obsessively he micromanaged everything. It’s likely that
nothing happened with his fund that didn’t go through him first.
Hearing him so humbled was almost schadenfreude to Jasper.

“So, what’s your plan to get back on track?”
Jasper asked.

“We lost some fast-money investors recently,
but there’s no reason to think that we can’t bounce back to our
historical level of returns. Someone else is dealing with
everything non-investment-related now, and I’m being much more
hands-on with the portfolio.” He became more confident and
animated. “It’s a small bump in the road for us. Our remaining
limited partners still have a great deal of confidence in our
abilities. We’ve done well for them in the past…something they
haven’t forgotten.”

“I’m glad to hear that, Sandy. I’m sure
you’re right that this is just a bump in the road.”

Not being overly interested in this
conversation, Katoomba was getting restless, so Jasper wished Sandy
well and continued on his walk. They picked up the pace now, since
Jasper still had to get cleaned up before his lunch date with
Angie.

His talk with Sandy was still fresh in his
mind when he turned the corner and saw a dog similar to Katoomba
marking his territory.

Sometimes you’re the dog…and sometimes you’re
the fire hydrant.

An hour later, as Jasper was getting out of
the shower, he found Angie sitting at his kitchen table, flipping
through a newspaper.

“Would you like to go out in the Ferrari
today?” he asked.

“I’m okay with that.”

Jasper had only driven the car briefly since
buying it a few weeks before. He thought it would be fun on this
beautiful day to take it over the Golden Gate Bridge and tool
around Marin County for a bit. The western part of Marin was still
quite rural and would make a nice getaway.

As he and Angie pulled away from his flat,
Jasper noticed that the tank was low, so he stopped at a gas
station on a busy street leading to the bridge. The family in the
minivan at the next pump made no attempt to hide their admiration
for his car. The father, pumping gas, made some complimentary
comment, which Jasper kindly acknowledged. Then the van door slid
open, and two adolescent boys jumped out and ran over. Jasper
answered their questions while he pumped the gas. He got a little
annoyed when they pressed their hands and faces against the window
to get a better look inside, oblivious to the fact that Angie was
there. When the boys left, Jasper wiped the smear marks from the
window and took off for Marin.

The traffic on the bridge was moderate not
too heavy.

“When it comes to attracting attention,
driving around in a bright red Ferrari is about the same as flying
a UFO,” joked Angie. “They’re not that unique in this area. You’d
think they’d be no big deal to most people by now.”

Jasper chuckled while eluding other cars
driven by gazing drivers who occasionally drifted into his
lane.

“Ange, these things are like works of art…so,
you don’t have to be a connoisseur to appreciate a Ferrari.”

“They better be…given the price tag.”

After a few exits on Highway 101, they turned
west to head for the coast. The road along the Pacific was hilly,
curvy, and narrow–as if it had been custom-carved from the hillside
straddling the ocean just to thrill those driving sporty vehicles.
Jasper was having fun throwing the car into the sharp curves of the
tight switchbacks and generating some minor g-forces, then stomping
on the gas on the way out of the turns, only to have to
aggressively apply the brakes before the next series of twisties.
Unfortunately, this pleasure exhilaration didn’t last very long, as
they quickly caught up to a string of slower moving cars ahead.

A short time later, they rolled into the
scenic hamlet of Stinson Beach. Parking, what little there was of
it, was unavailable, so they continued on and took the unmarked
road into Bolinas.

This small town had always fascinated Jasper.
It was an eclectic mix of neo-hippies, surfers, and some well-to-do
folks. The bond that they all shared in common was their desire for
seclusion and their disdain of outsiders. It was almost as if the
place had been taken over by a cult. The state had long ago given
up on replacing the road signs with directions or the name of the
town, as the locals immediately tore them down to keep away
tourists.

Jasper sometimes liked to lunch at a cafe
near the water. But because the Ferrari was so politically
incorrect in this town, he knew that he would have to park in a
spot where he could keep an eye on the car from his table.
Fortunately, there was an open space right out front, so he grabbed
it, and he and Angie got seated near the window.

Over a lunch of clam chowder, sandwiches, and
beer, Jasper told Angie what had happened earlier that morning.

“When I took Katoomba for a walk before you
came over, we did a big loop through the neighborhood, and, of all
people, I ran into Sandy Wilson. He was washing his car in his
driveway. I had no idea that he lived in Pac Heights… Anyhow, we
talked some about his firm. It turns out that Richard Klein pulled
the ripcord and went to work for a startup. I knew they had
performance issues and were losing some assets, but I didn’t know
things were that bad there.”

As he paused to take another bite of his
sandwich, Angie asked, “Isn’t that the fund where you shorted some
of their holdings?”

“That’s the one!”

“How’d that work out?”

“Very well. We made money on every
position…no homeruns, but incremental to performance
nonetheless.”

Jasper ate a few more bites of his food and
resumed his tale.

“The thing that struck me as odd was the way
Sandy talked to me. He wasn’t downbeat, but he certainly didn’t
display the usual boisterous, condescending attitude that I always
associate with him. He was more modest and down to earth. I guess
he’s been put through the ringer by the market, and it’s taken a
toll on him, like a rock on the beach that’s been smoothed by years
of pounding waves… Either that or he’s off his meds.” He stopped to
chortle at his poor joke. “I’m starting to wonder whether we closed
out our positions against him too soon!”

After lunch, as they approached the car,
Jasper asked, “Ange, any interest in driving us back to the
city?”

Despite his offer, she knew that Jasper was
itching to spend more time behind the wheel of his cherished new
possession.

“Jaz, the Ferrari is your baby, and I don’t
want to get in the way of your fun.”

“Don’t be silly. There’s no reason you can’t
enjoy it, too.”

“Thanks, but I think I prefer the view from
the passenger seat.”

They took a different, much less traveled
route back home, passing a large reservoir, cow fields, and a
heavily wooded state park before reaching the highway. Jasper was
really enjoying the opportunity to accelerate more aggressively and
the wonderful music that the motor made at high rpm’s. He shifted
gears, probably more often than necessary, just to hear the car
automatically blip the throttle to match revs when downshifting and
to feel the lightning fast upshifts responding to his pulling on
the appropriate paddle behind the steering wheel.

He looks like a kid playing an expensive
video game, thought Angie.

Jasper drove fast but not recklessly.
However, when he accelerated quickly at a place where there was a
thin layer of loose dirt on the road, the car momentarily lost some
grip in the back and became squiggly for a moment before the
traction control intervened and straightened it out. At one point,
when he did drive a little too fast, he tried to slow mid-turn.
This time the back end of the car slid out into the other lane by a
foot or two before he instinctively counter-steered. That was when
Angie had to speak up.

“How about keeping the car in our own damn
lane? This isn’t a racetrack!”

Jasper dialed his adrenaline back a notch.
The remainder of the trip home was slower paced and more
relaxed.
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In early December, the Sierra Nevada
Mountains had just received their first substantial snowfall of the
season. During the middle of the week, the Lake Tahoe area was
blanketed by nearly two feet of fresh powder from a three-day
Arctic storm that rode in on the jet stream from Alaska. Angie’s
friend Melody invited Jasper and Angie to join her and her husband
at their slope-side condominium for the weekend.

On Friday, Jasper and Angie both left work
early to get a jump on the Tahoe-bound traffic. They had packed
their gear the night before, and Jasper wore casual clothes to the
office that day. After he picked Angie up from work, they stopped
at her place in the Marina district, quickly threw her bags next to
his in the back of the Range Rover, and put her skis on the roof
rack.

Rush hour traffic congestion is always
horrendous in the Bay Area. Inevitably, it is worse and begins
earlier on Fridays. This Friday was no exception. The two of them
knew they would be on the road for several hours, sometimes sitting
in stop-and-go traffic, but it was part of the ritual they had
reluctantly grown accustomed to over the years when heading up to
the mountains for the weekend.

While they were chatting about nothing in
particular, Angie suddenly blurted out, “Guess what? I got a call
from Judith today…that guy she’s been seeing recently…Daniel…he
asked her to move in with him.”

“Probably needs someone to split the rent
with.”

“I know you can’t stand Judith, Jaz,
but–”

“That’s an understatement. I’d sooner
spend time with that pothole we just ran over.”

“I don’t know what it is about Judith that
bugs you so much. She’s really nice when you get to know her.”

“That’ll never happen. She just rubs me the
wrong way… I feel sorry for the guy. But he’ll be gone soon. None
of her relationships ever last.”

“You’re talking about my best friend
here.”

“Maybe we should change the subject.”

They sat in silence for over an hour until
they stopped in Auburn for gas, burgers, and a slice of Jasper’s
favorite boysenberry pie.

After five hours on the road, they finally
arrived at “Alpine Villas” around 9:00. Melody and Andy had driven
up the night before. The condo was in a great location, within
walking distance of the main ski lodge and a few of the lifts. It
was a small two-bedroom unit with a living room, a kitchen, and two
bathrooms. Jasper guessed that it was ten years old, since the
construction design and quality looked like a clone of those
quickly slapped together rental villages scattered about
suburbia–functional, with minimal design considerations. The inside
had been made to look homey and mountainous with wooden furniture,
a distressed leather couch, and various rustic nicknacks and
artifacts, including a small wooden bear in the corner of the
living room, carved from a log. Jasper thought that it was adequate
for a weekend getaways.

When he and Angie arrived, Andy poured
everyone a glass of wine, and they all relaxed in the living room.
The TV set in the corner was tuned to the local cable channel,
which was showing a movie of people helicopter skiing, vaulting off
snow-drenched cliffs on skis, and performing various other stunts
on some pristine mountain in the middle of nowhere. Glancing toward
the TV screen, Melody started talking about their day on the
slopes.

“The skiing was awesome today,” she said.
“Clear skies and tons of fresh snow. I can hardly wait till
tomorrow to get out there and do it again!”

“And it wasn’t too cold or crowded,” Andy
added.

It all sounded terrific to Angie and Jasper,
who went to bed later, eagerly looking forward to the next day.

The four of them got up early and had a quick
breakfast of bagels, coffee, and orange juice. As experienced
skiers, they all knew that the best time to make turns on the hill
was when the lifts first started running, since the crowds hadn’t
yet arrived, and the snow was still in top condition. They quickly
put on their gear, grabbed their skis from a locker near the
entrance to the building, and hustled over to buy lift tickets.

Initially, they all skied a groomed
intermediate-level run to warm up. Jasper and Angie quickly got
acclimated to being on the snow again, since it was their first
time out this season. The second time down, they took a black
diamond trail, but it was only a little steeper than the first one
and not very challenging for any of them. Andy then led the way to
some remote runs that still had large pockets of unblemished snow
along the edges near the trees. They had a blast bursting through
the fluffy powder from the storm the other day and bouncing from
turn to turn.

Andy veered back to the middle of the run
toward a long line of moguls that had been recently carved out of
the snow. He was an exceptional skier and made the trip through the
deep bumps look deceptively easy. While the other three were also
accomplished skiers, Andy was by far the best. They watched in awe
as he demonstrated his finely honed skills on the run.

Angie had skied at Tahoe many times as a
child with her family. There had even been talk of her joining a
ski team and competing in races. That came to a quick end when she
blew out her knee on a particularly icy slope during her freshman
year in high school. After that accident and the lengthy recovery,
she became a much less aggressive recreational skier.

Almost as much as skiing himself, Jasper
enjoyed watching others ski while he rode back up the hill on the
chair lifts. The speed and graceful motions were hypnotic to him.
He studiously observed the skiers with the most fluid rhythms and
made mental notes about their techniques. Today was a good day for
that, since the hill was not yet crowded and the area they were in
was more challenging terrain than most inexperienced skiers would
venture into.

The foursome skied together for several
additional runs and then headed to the lodge for an early lunch.
Jasper had had a thrilling morning and sensed that the others had,
too. Gazing across the table at Angie while they were eating, he
realized how lucky he was to have such a terrific woman in his
life. They had so much in common, and he cherished every moment he
spent with her. He was becoming more conscious of this now that
they were away from the hustle and bustle of city living and doing
something they both relished. Jasper felt privileged to be with
her.

During lunch, they made small talk.

“You looked really good out there today,
Ange…totally natural…not at all like it’s your first time out this
season.”

“I’m feeling strong,” she said,
matter-of-factly. “All that yoga and pilates is starting to pay
dividends. It only took me a few turns to get right back to my old
form. You didn’t look too shabby yourself.”

“I’m trying to focus more on my technique…and
it seems to be working. I didn’t struggle with anything we did
today.”

Andy couldn’t resist responding to this.
“Great!” he said excitedly. “Let’s step it up a notch after lunch.
I know a few trails that’ll separate the men from the boys.”

“How about the women from the girls?” asked
Melody with a touch of sarcasm.

“Sure, you guys can come, too!, ” Andy
said.

“You ever torn an ACL?” asked Angie.

“Nope,” replied Andy.

“It hurts like hell, and I’m not going
through that again… You boys can ski off a cliff, for all I
care, but count me out.”

“In that case, I’ll stay with you, Angie,”
Melody said.

“Fine,” said Andy. “If Jasper’s up for it,
we’ll go shred the sickest runs on the hill and maybe do some
out-of-bounds, too.”

He looked over at Jasper, waiting for a
reply.

Jasper was perfectly happy with the terrain
they had skied earlier in the day, but it was clear that Andy was
itching for something more challenging.

“Sure,” Jasper said, protecting his manhood,
“we can do that.”

I can’t turn down a challenge like this…or
miss an opportunity to improve my skills. Like they say…that which
doesn’t kill you, makes you stronger.

So, after lunch, the foursome split up into
two groups by gender.

After a while, though, the afternoon skiing
began to take a toll on Jasper. In some places, he comfortably kept
pace with Andy, but in many other areas he moved at only two-thirds
of Andy’s speed. Some of the trails had become skied-over with hard
and slick spots, a few of which sent Jasper tumbling to the ground.
These conditions were not to his liking, so they sought out better
snow, often finding it in wooded areas off the trail where they
were able to take advantage of some still-virgin powder.

After narrowly avoiding a few large trees,
Jasper realized that Andy’s wearing a helmet was not a bad idea.
But this thought gradually faded when Jasper found his groove and
more deftly maneuvered through the soft snow and around the hulking
timber. He wasn’t as graceful as Andy, but he sure was having
fun!

That evening, the four of them went to one of
Jasper and Angie’s favorite restaurants for dinner. It was a small
romantic place with only eight tables, on a hill just above the
waterline of Lake Tahoe. The unobstructed views of the lake were
breathtaking, especially at night with the soft waves illuminated
by moonlight. Across the water, Jasper could see the bright lights
of the grooming machines as they massaged the slopes for the next
day. He always made it a point to eat at this restaurant at least
once every season because the food and service rivaled the level of
the gorgeous setting. Maybe it was due to the surroundings, but
Angie looked especially stunning to him that evening. It was
wonderful to see her so relaxed and carefree.

Although Jasper aggressively rode his
mountain bike almost every day and occasionally went to a gym, he
awoke the next morning feeling stiff and sore from the previous
day’s skiing. His legs, back, and arms were all reminding him of
his exploits and tumbles on the hill. Judging by the way the women
were also hobbling around a bit, they must have been feeling some
of the same things.

Before heading out, they all went through a
routine similar to the day before for breakfast and preparing for
the day on the mountain, albeit at a slower, more restrained pace.
The same energy and anticipation just weren’t there after a full
day of tearing up the slopes. Everything went reasonably well until
it was time to put on the ski boots. Jasper helped Angie get her
feet back into the hard, plastic, ill-fitting torture chambers
before cramming his own feet back into his boots.

If there ever was a test of skiing
perseverance, this is it.

The shooting pains in his feet as he walked
and the feeling of dragging cinder blocks around by the ankles
almost made Jasper forget his other muscle aches.

Nevertheless, the group skied together for
most of the morning. The trails they took were challenging, but
although nothing ultra-aggressive. The snow conditions had
deteriorated since the day before, but were still acceptable,
despite the lack of any new powder. Most of the terrain had been
well skied-over or groomed since the big storm had hit. The day was
enjoyable and without incident up until the last run before
lunch.

Andy and Jasper, who were leading the way,
had stopped on the side of the run to catch their breath and wait
for the ladies. Behind them, off to the side and not far away, were
two men skiing through the trees between two trails, just as Andy
and Jasper had done the day before. Jasper watched them go by at a
fairly quick pace while artfully dodging the obstacles in their
way. One of the men was wearing a trendy plaid jacket that looked
more like snowboarder than skiing attire. The other had on a ratty
outfit that had once been fashionable, but not for a good twenty
years. Nevertheless, Jasper could see at once that both of these
men were accomplished skiers.

As the pair reached the area where the trees
ended and the trails on each side merged in front of them, a novice
skier suddenly appeared out of nowhere, heading directly into their
intended line. The second skier veered hard to his left, getting
safely onto the trail from the woods, but the lead skier in plaid
was not so lucky. To avoid hitting the wayward novice beginner, he
instinctively turned away from him the rookie, which took him over
some small rocks that sent him flying completely off balance. In a
moment, he was bouncing off a large tree and cartwheeling onto the
edge of the other trail. One of his poles had broken in half, and
one of his skis had remained five yards behind him in the woods.
The newbie skied off, oblivious to what had just happened directly
behind him.

Jasper and Andy quickly skied down to offer
assistance. The man, who fortunately was wearing a helmet, was
lying on the ground and had some scrapes on his face that were
slightly bleeding. He appeared to be dazed and incoherent. His
friend, now standing nearby, said that he thought his companion may
have broken his arm and suffered a concussion.

Andy pulled a two-way radio out of his
pocket, which he always carried around to keep in contact with
friends, and called the Ski Patrol for help.

Moments later, when Angie and Melody showed
up, Jasper explained what had happened, while Andy retrieved the
man’s other ski from the woods. Just then, a guide employed by the
resort arrived.

“The Ski Patrol,” he said, “is on its way
with a sled to take him down the hill to the medical clinic. They
should be here any minute.”

Jasper and his group headed to the lodge for
lunch, knowing that there was nothing more they could do for the
injured man.

Frazzled by the accident, Jasper talked about
it all through lunch.

“The guy was a good skier,” he said to his
friends, “and he wasn’t going too fast before the accident… It just
shouldn’t have happened.”

“Skiing’s risky,” Angie said. “Things can and
do go wrong.”

Jasper agreed. “Yeah, that poor guy just
happened to be in the wrong place at the wrong time. It could’ve
easily been me…or you.”

He couldn’t get over the idea that the skier
was the victim of such random injustice.

After lunch, the foursome skied only three
more runs before calling it a day. Fatigue was starting to set in
after two multiple days on the slopes, and their hearts just
weren’t in it anymore. After heading back to the condo, Jasper and
Angie loaded up the Range Rover, thanked their hosts, and began the
long journey back to San Francisco.

Jasper drove while Angie played disc jockey
with her iPod, programming music selections that were piped through
the Rover’s audio system. He barely noticed the songs, because his
thoughts kept returning to the poor fellow who had smacked into a
tree.

It’s not so different from my own life.
Who’ll be there for me if I hit a tree?

Turning down the volume of the music, he
impulsively asked Angie, “What do you think of the idea of you
moving in with me and Katoomba?”

She didn’t reply. All he heard was some silly
disco song from the 1970’s playing in the background. Looking over
at Angie, he saw that she had dozed off without him noticing. He
poked her in the shoulder to nudge her awake.

“Huh?” she mumbled, half asleep.

“Ange,” he said, “we’ve been together for
over a year now, and everything’s going great. You already spend
tons of time at my place, and I’ve got plenty of space for both of
us… How about moving in with me?”

Still rubbing her eyes, she said, “Give me a
minute to wake up…let me think… Can’t we talk about this
later?”

Angie had always been independent and proud
of the fact that she had her own apartment–a sanctuary that she
controlled. She also loved living in the Marina. It wasn’t far from
Jasper’s flat in Pacific Heights, but she considered her area of
the city more colorful youthful and vibrant. Leaving her apartment
and neighborhood would not be an easy decision.

Her response was a letdown for Jasper.
“Okay,” he said. He was disappointed but didn’t want to push the
issue.

Angie reclined her seat a little and went
back to sleep.

Hmm…I bet Judith jumped on Daniel’s offer
right away.
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Firestorm’s done it again! The sixth
consecutive year of positive returns for our investors. That makes
us six-for-six.

This would be an enviable track record for
any investment manager, especially considering that the equity
markets had negative returns for some of those years. The results,
however, wouldn’t be official and the bonuses paid out until after
the auditors scrubbed the numbers and gave them their seal of
approval. That minor technicality, however, did not dampen the
positive aura among Firestorm’s employees.

Belinda Stevenson, Firestorm’s CFO, had an
early afternoon meeting scheduled with Jasper and Alex. As in most
small businesses, she had many diverse responsibilities. In
addition to monitoring the firm’s revenues, expenses, and cash
flows, she also did the budgeting, handled all the human resource
functions, was the compliance officer, and dealt with special
projects that came along in the course of business–or that Jasper
and Alex dreamed up from time to time. Today’s meeting was
scheduled to focus on the amount of the firm’s incentive
compensation-Firestorm’s cut of the profits generated by the fund
in the year that just ended. Also on the agenda was the budget for
the upcoming year. Belinda had numerous spreadsheets on which she
tracked all her responsibilities, so she had to spend a good part
of the morning plugging in numbers and double-checking outputs.

Jasper and Alex had talked informally over
the past few weeks about their expectations for Firestorm in the
new year and the goals each of them had for the firm. They had
closed out the past year with slightly more than three hundred
million dollars in assets under management. That was not an
enormous sum by hedge fund standards, but it was large enough to
attract the interest of institutional investors and others who
controlled hefty pools of money. Firestorm now had many of the
attributes necessary to accommodate the large amounts of money that
these people had to dole out. To begin with, it had a track record
of market-beating low-volatility returns. It also had enough size
that big investment inflows and outflows would not be disruptive to
the fund. Finally, it had an established infrastructure. Therefore,
between the increase from the guesstimated investment returns for
the upcoming year and the new money that Jasper and Alex reasonably
thought they could raise, they concluded that it would not be
unreasonable to expect to boost the fund’s assets during the coming
year by somewhere between fifty and one hundred million dollars. Of
course, if a few things went their way, that estimate could prove
to be highly conservative.

Together with this potential growth in
assets, Jasper and Alex decided that Firestorm would need to expand
their manpower. Alex was handling all of the marketing and client
service functions, with Jasper pitching in when necessary. Under
this arrangement, Alex was gradually becoming overwhelmed by his
workload. Adding new clients would require incremental work to get
them in the door and to keep them onboard. The partners concluded
that it would make a lot of sense to hire an experienced marketer
to work with Alex and focus on the institutional marketplace.
Besides, this was not really Alex’s strongpoint, since he came from
a retail broker background.

The research function also could use
augmentation. Jasper was flying solo working alone when it came to
researching ideas and managing the portfolio. This had worked well
so far, but having more money to invest would require either buying
larger positions or increasing the number of stocks in the fund.
Both of these options would require Jasper to hire at least one
assistant.

The partners did not want to rush into
filling these marketing and research jobs, since they felt that, as
a small firm, they needed to be able to work closely with the new
hires, so chemistry would be very important. Also, they both had
enough interaction with the San Francisco financial community that
they thought they should hire people whom they already knew or who
had strong referrals from contacts they respected and trusted. They
decided to keep their eyes open for the right people and take
action accordingly.

When Belinda met with Jasper and Alex in the
conference room, she brought with her a notebook and copies of the
various spreadsheets she had put together. Alex started the meeting
by telling her about the idea of hiring new people.

“That shouldn’t be a problem,” she said.
“We’ve got room in the budget and office space available.”

Firestorm’s policy had always been to cover
all operating expenses from the fund’s 1% management fee, which
currently stood at a $3 million run rate. Hence, the funding was
there for the new hires.

The talk turned next to incentive
compensation and employee bonuses. The actual dollar amount from
the “carry,” or 20% cut of the fund’s profits that Firestorm was
set to receive, wouldn’t be known precisely until the auditors were
done in another week or two. However, Belinda had made some
preliminary calculations that were probably extremely close. Jasper
had calculated this number many times in his head in recent months.
They had begun the year with roughly $220 million in the fund, and
the portfolio had gained almost 25%. Additionally, they had net
inflows of capital from new and existing partners, although mostly
in the latter half of the year. After netting all this out, it was
going to be a very nice payday for Jasper and Alex to spread among
themselves and Firestorm’s other five employees. Jasper grinned as
the figure rolled off Belinda’s lips: “Twelve point seven million
dollars.”

Jasper had dreamed about this day for a long
time-heading up a hedge fund that spewed out money like a giant ATM
on steroids. Last year’s payout had been a good one, but this
year’s would be double that. He was also delighted that all the
employees would be well compensated, and the firm’s momentum was
going to earn it wide respect in the financial community.
Firestorm’s prospects would only grow brighter when investors
learned that the fund had closed the year up by nearly 20%, net of
fees, compared to market indexes, which had only eked out
single-digit returns.

Alex went back to his office to start sharing
the good performance news with the world, while Jasper worked on
the monthly letter to clients. The fund’s performance had been up
1% in December, so the annual return should not come as a surprise
to any of the limited partners. However, it was a good opportunity
for Alex to touch base with some of the investors and interested
parties that he hadn’t spoken to recently, and also to share the
joy with the ones who tracked the results more closely.

Later in the day, Jasper and Alex met again
in Alex’s office to divvy up the bonus pool. At the earlier
meeting, Belinda had provided them with a list of everyone’s
salary.

“We’ve got a great crew,” Alex said, “and our
success is due in large part to the support they give us. I want to
amply reward them for their hard work and dedication. However, we
also need to be careful not to create unreasonable expectations
going forward.”

“Absolutely!” Jasper agreed.

Clearly, the staff had done a fine job,
working together with very little friction. This made life
considerably easier for Jasper and Alex, allowing them to focus on
what was important rather than having to deal with bureaucratic
distractions. Keeping the hired help happy benefited everyone.

Jasper penciled in some bonus numbers on
Belinda’s document and showed it to Alex, who glanced down the
short list and nodded in agreement.

“We’ll notify them all tomorrow of what they
should expect to receive,” Jasper said. “That’ll give us a chance
to sleep on it tonight and review the figures again before
finalizing them.”

Alex agreed.

The following morning, Alex and Jasper met
with Rocky in Alex’s office. Rocky was always a bit gruff and
outspoken, but they appreciated his honesty and the natural way he
always took the initiative. He also had good investment instincts
and never hesitated to work his contacts for the benefit of the
firm and its investors. Although Alex and Jasper were technically
the only two shareholders in the firm, they treated Rocky as almost
an equal, since he had been with Firestorm for a few years now and
proven his value.

“The firm had a great year,” Jasper began,
“and you played an important part in that, Rocky. Alex and I
recognize all the hard work you’ve put in, and we want you to share
in the rewards of that effort. Your bonus this year will be two
million dollars, paid out at month end.”

Rocky slowly raised his eyebrows as the
enormity of the number sank in. He was a little overwhelmed by
their generosity and, probably for the first time ever, at a loss
for words. All he could do was give them the thumbs up.
“Sweeeeeet!” he finally said.

“We appreciate everything you’ve done for us,
Rocky,” Alex said.

“Thanks…, thanks, a lot!”

Jasper patted him on the back as he got up to
leave. “Good job, Rocky. And while you’re counting all that money
in your head, send Scooter in here, will ya?”

Tim “Scooter” Scalzo worked with Rocky,
handling all of the back office and fund accounting functions. He
reconciled trades, calculated performance, and tracked partnership
interests and inflows and outflows. He also covered the trading
desk when Rocky wasn’t in or got really busy. Scooter was in his
mid-twenties, but looked much younger, hence the nickname. His
office was on the opposite side of the trading desk from Jasper’s.
He kept to himself most of the day, holed up in his office updating
the portfolio management database, running reports, checking
figures, and working with the firm’s prime broker. His job was not
very exciting, but he was good at it, and the others almost took
him for granted because everything always ran so smoothly.

This was Scooter’s second year with
Firestorm, so he knew what this meeting would be about. Thus, he
strolled into Alex’s office with a bounce in his step and a smile
on his face. No one knew more about Firestorm’s numbers than
Scooter, so he was totally aware of what a great year it had
been.

“Fine job this year,” said Alex. “You’re
really on top of things.”

“Scooter,” said Jasper, “your bonus this year
will be four times your annual salary. Also, effective next pay
period, you’re getting a twenty percent bump in pay.”

Scooter was now grinning from ear to ear.

“Wow…thanks! That’s a big wad o’ cash…really
great of you guys.”

“Well deserved,” said Alex. “Try not to spend
it all in one place.”

A little later, Alex and Jasper met
separately with their receptionist, Donna Chow, and Alex’s
administrative assistant, Juanita Skeets. Both women were visibly
delighted to hear that their bonuses would be double their annual
salary and that they would be getting 20% raises in pay. Juanita,
who was a very emotional type, was so overcome with joy that she
had to dab tears from her eyes. That really made Jasper’s day. He
felt as if he were cashing tickets for lottery winners.

The partners finished off the morning by
dropping in on Belinda. They considered her an integral part of the
organization and wanted to keep her happy. She was thrilled when
they told her that her bonus would be four times her salary.

“I know you’ve been house shopping lately,”
Alex said. “Hopefully, this will help out with that.”

“It’ll certainly come in handy,” she said
with understatement. “Thanks for being so generous! It’s much
appreciated.”

At the end of the week, Firestorm held a
group dinner for the employees and their spouses to celebrate the
firm’s continued success. Alex had wanted to do this in years past,
but for one reason or another it never happened. This year, he
personally called one of his favorite restaurants weeks before and
reserved its private room just for this occasion.

Jasper and Angie arrived at the same time as
Juanita and her husband, Eddie. Jasper had met Eddie a few times
before.

“Hi, Eddie,” he said, starting to make small
talk. “We were running late, and I almost had to drop your name on
the way over here. Ange said the light was red…I think it was
yellow. A cop going the other way shot me a dirty nasty look.”

Eddie was a police officer. “You need to be
careful out there, Jaz,” he said without humor. “I don’t know if
droppin’ my name is gonna do ya any good.”

They all laughed politely as they entered the
restaurant together. Most of the others had already arrived. Alex
and his wife, Christina, were busy selecting bottles of wine and
ordering appetizers. At the other end of the room, Donna and her
boyfriend, Arnold, were conversing with Belinda and her partner,
Carol. Scooter was there solo. The only ones left to arrive were
Rocky and his wife, Debbie.

“Free alcohol, and Rocky’s not here yet!”
Jasper blurted out as he entered the room.

Rocky and Debbie strolled in right behind
him.

“Better make mine a double, then!” said
Rocky.

The evening was enjoyed by everyone, with
terrific food and magnums of delicious wine. Before dessert was
served, Alex stood up to make a short speech.

“Jasper and I started this firm six years
ago,” he began, looking around the room. “It wasn’t the best timing
on our part, but we rode out some nasty storms in the market early
on and even managed to make the clients a little money.”

The group chuckled, no doubt helped by all
the wine they had consumed.

“It’s true,” he continued. “Those early
limited partners thought we walked on water. They told their
friends about us, and soon word spread about these two guys holed
up in a grungy office, who ran a tiny fund that could do no wrong.
More money rolled in for us to manage. It was a good start, but we
couldn’t do it alone. We hired some smart, hard-working folks along
the way to help us, and also moved to our fancy new office. We
continued to perform well, and more money followed. It’s a nice
cycle…one that we hope to keep repeating.”

Cheers erupted from the group.

“Anyhow, none of this would’ve been possible
without all of you in this room. Jasper and I can’t say enough
about all the effort everyone here has put in. We’re thrilled to be
able to share with you in the success of the firm.”

He stopped to grab his wine glass and make a
toast.

“Here’s to all those who made Firestorm
Partners such a success!”

They all roared.

Jasper stood up and raised his glass to make
his own toast.

“Here’s to many more wonderful years to
come!”

More cheering and drinking followed. Finally,
everyone left the restaurant happy and stuffed.

Alex and Jasper thanked them each
individually on the way out. They had no idea how fleeting
prosperity can be.
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As the first quarter neared an end, Alex
could feel a clear sense of frustration coming from Jasper. The
market had turned volatile over the last two months, with dramatic
swings in both directions, but no new trends emerging. Normally,
this type of market action would be good for hedge funds like
Firestorm, with its ability to make quick trades and
opportunistically benefit from stock price gyrations. However, that
hadn’t been the case recently. The fund had lost roughly one
percent in each of the first three months of the year, so Jasper
was feeling self-imposed pressure to perform.

The trading day had just ended as he sat at
his desk, staring at his quote screens in a trance. Noticing this
as he walked by, Alex dropped in to talk with his partner.

“What’s happening, Jaz?” he asked
nonchalantly.

“Alex,” Jasper said, looking miserable as he
turned from the screens, “this just isn’t my type of market. I’m
usually pretty good at spotting opportunities, but it seems like
all the stocks that I’ve chased into rallies and dumped into
sell-offs recently have turned right back around and gone the other
way. It’s as if the market waits for me to do something and then
teaches me a lesson. Our long-term holdings have been a mixed bag,
too, with every success offset by a failure on some other position.
I just can’t win lately.”

Alex tried to cheer him up. “We’ve gone
through periods like this before, Jaz. They wear you down. But if
you stick with the process that’s proven successful over the long
haul, it’s just temporary.”

This advice was not encouraging to Jasper at
the moment, since it sounded like something Alex would say to
clients to justify poor results. But as much as he thought it was a
touch patronizing, he knew that Alex was speaking the truth.

“We had such great results last year,” he
said, “that I was sure we had some real momentum coming into this
year. But when I reviewed the numbers, our best returns happened
early in the year, and we coasted a little at the end. As you know,
that was by design.”

“Nobody’s complaining about that.”

“Right…we got to a certain point where we
both agreed that we’d be happy with that return for the year. The
numbers looked good at the time, both absolute and relative to the
market and versus our competitors. So, we throttled back and hedged
to a much greater degree than we normally would’ve, thereby
immunizing the portfolio. We successfully locked in a very solid
return for the year.”

“No argument there.”

“Now the clock starts all over. It’s a brand
new ballgame. No one cares about last year anymore. It’s all about
‘What have you done for me lately?’ I’ve been through this drill
enough times to know the routine. It’s no surprise to me…time to
start making money again. Only this year, we’ve gotten whipsawed by
the market. I’m more frustrated now than I’ve ever been.”

“I think you’re taking this a little too
personally, Jaz.”

“Maybe, but the worst part isn’t the
performance returns per se. We’re only down a few percent, and we
can make that back quickly when things turn again in our favor.
What really bothers me is the thought that with our track record,
especially after the year we just had, people should finally be
knocking on our door and begging us to take their money.” He
poked his forefinger on his desk for emphasis as he said this.
“This was going to be our year to shine, remember?” Alex nodded.
“To go to the next level…to get a step closer to being the next
ten-figure fund.”

Jasper always longed to play with the big
boys. The idea of managing a multibillion-dollar fund was his
ultimate goal. It was the difference between Triple-A obscurity and
Major League stardom.

Jasper glanced around the room, not wanting
to appear too whiney and full of self-pity. Now that he had gotten
his concerns out in the open and blown off some steam, he felt
better.

Alex responded calmly, “Jaz, you know how the
marketing game is played when it comes to hedge funds. There’s a
lot of relationship building involved with getting new clients.
It’s a long process, unlike buying a stock or mutual fund. Anyone
who gives us money is stuck with us for a minimum of that first
year and may pay us huge fees along the way, so with our long-term
record, one subpar quarter isn’t going to scare them off.”

“Yeah, I know how it works.”

“Look, I also thought we’d have a better
fundraising start this year. We’ve experienced net inflows of a few
million dollars so far, and it would’ve been even better if Jake
Swanson hadn’t died and left his millions to those money-grubbing
heirs, who couldn’t wait to yank the funds from us. But we can’t
control that any more than we can control the stock prices, so it’s
only natural to see some attrition in assets that we have to make
up for.”

“I’d forgotten about Jake’s spoiled kids. It
sucks to see all that money walk out the door.”

“Forget Jake’s brats. The kind of money
you’re talking about missing out on isn’t what we want to attract
in the first place. The fast-money crowd who invest with the latest
hot manager is money we can do without. There’s no thought of
building long-term relationships with those people. They all pile
in and then run for the exit at the same time and wreak havoc on
the remaining investors in the fund. That’s not how we want to grow
this firm.”

Jasper agreed with this, although he still
blamed himself for Firestorm’s inability to attract the new assets
and limited partners that he thought the firm deserved. Alex was a
terrific salesman, but Jasper’s mind had been made up on this
issue. He shifted the conversation over to some ideas he had about
portfolio management.

“Getting back to the portfolio, Alex, I’ve
been thinking that we need to focus more on our best ideas to
better leverage the research we’ve done. That worked well for us
last year. This year we’ve been like a dog chasing its tail, trying
to capture some short-term gains with quick trades, but mostly
being a step behind. We’ve got plenty of names in the portfolio on
the long side with fundamentals that are strong and improving. In
due time, those should make us tons of money. We need to be more
long-term in our thinking.”

“You’re absolutely right about that.
Short-term trading has never been our strength… You know, Jaz, we
should revisit the idea of hiring someone to work with you, to take
some of the strain off. You’ll be less scattered and better able to
concentrate on generating profitable ideas for the fund. Also, the
feedback I’m getting from some of the institutional prospects is
that we’re almost like a one-man shop. Reading between the lines, I
get the sense that they’re concerned about what would happen to
their money if you got hit by a bus. They want to see more depth on
the research side. So, now would be a good time to get the ball
rolling on adding a person or two.”

“I hadn’t thought much about that lately.
You’re right, Alex, it’s a good idea for a number of reasons, and
the timing is right. Let me make some calls, and we can talk more
about it in a few days.”

The lingering problem for Jasper revolved
around how long it had been since the fund had generated any
significant gains. He knew that the money management business was
all about momentum. You either have it or you don’t. It wasn’t
simply a matter of attracting new clients but of holding on to the
clients you already had.

He thought back to how Firestorm had grown
from almost nothing into a mid-sized fund in just a few years. The
firm seemingly had had the perfect opportunity to take that to the
next level, to aggressively market its track record and become, in
the coming years, the latest billion-dollar fund. The financial
payoff for Alex and Jasper would be enormous if that happened.

But it wasn’t the money that was really
bothering him. He had grown up watching his father work long hours,
scratching out a living in an unrewarding mid-level corporate job.
He vowed never to be put in that position himself. Now he had an
opportunity to prove to the world how successful he could be doing
something he enjoyed, but all he could see was the dream slowly
stalling.
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It was nearing the end of the rainy season in
the Bay Area. Jasper and Angie had dinner plans with Wayne and
Kendall and another couple, whom they had briefly met at a party.
As usual, Kendall made the arrangements, which in this case were to
try a new Italian restaurant along the Sausalito waterfront.

Because of the wet weather and some
commitments that had kept him busy, Jasper had not enjoyed his
shiny red Ferrari for a number of weeks. In fact, he had hardly
driven it at all since the day he bought it, so he was getting
anxious to log some miles.

On this particular Saturday, it had been dry
all day, so Jasper used the opportunity to go for an overdue ride
on his mountain bike. Since it was already late afternoon when he
returned home, he knew that he wouldn’t have much time to take the
car out for a spin prior to dinner. So, instead he decided just to
enjoy the drive up to Sausalito. It wasn’t the type of outing that
would satisfy his love of speed, but it would have to make do,
given that rain was predicted for Sunday.

Around 6:00, he drove over to Angie’s
apartment in the Marina. As was typical in San Francisco, a city
where there seemed to be twice as many cars as parking spaces, he
drove around Angie’s block several times, but there were no spots.
Even the fire hydrants and crosswalks had cars in front of them.
Since the sidewalk in front of Angie’s building was very wide, and
he only planned to be there a few minutes, he pulled up in front of
her door, carefully leaving plenty of room for people to walk
by.

For some reason, the front door of the
apartment house was wide open, so he strolled inside and up the
flight of stairs to Angie’s unit and rang the bell. When she opened
the door, she looked surprised to see him.

“Hi, Ange. I drove the Ferrari over, and I’m
early for a change.”

“That’s a new twist,” she said, giving him a
peck on the lips and returning to her mirror in the bedroom.
“Usually you’re ten minutes late.”

“I guess,” he said, appealing to her vanity,
“I just couldn’t wait to see you.”

“More likely, you couldn’t wait to get your
hot rod out of the garage.”

“Yeah, maybe that, too.”

He made himself at home on her couch, then
fiddled with her stereo while she finished primping. Looking around
the room, he saw a stack of boxes, some chairs, and a mountain bike
shoved in a corner, none of which he recognized.

That’s odd, Ange is always so neat and
organized.

“What’s with all the crap piled up in the
corner?” he asked.

“That’s Judith’s stuff,” she answered from
the other room. “She needed a place to store it while she
moves.”

“Moves?”

“Yeah, she’s splitting up with Daniel. So,
she’s looking for a new place.”

“I’m sorry to hear that.”

“No, you’re not.”

“You’re right…I’m not.”

He grinned at the thought of Judith failing
again, just as he had predicted.

Angie walked into the room wearing a small
jacket over her sweater and a tight pair of black pants. “Okay, I’m
ready to go,” she said.

“You sure are, Ange. I don’t know what’s
going to turn more heads tonight, you or the Ferrari.”

“Thanks a lot. Now I get to play second
fiddle to a car…let the Ferrari move in with you.”

She was slowly warming up to the idea of
living with Jasper, but hadn’t yet fully committed.

“I tried but I couldn’t get it through the
front door. It doesn’t have your svelte figure.”

That put a smile on her face until they got
downstairs.

“You had to park on the sidewalk!”

She looked around to see if any of the
neighbors were upset by this, but there were only some kids across
the street, pointing excitedly toward the car.

Jasper replied snidely, “Should I have parked
her in your living room instead?”

“Touche.”

The drive to the restaurant was uneventful,
aside from the usual attention the Ferrari stirred up. The road
between the Golden Gate Bridge and downtown Sausalito offered
amazing views of the bay and the city, but Jasper didn’t notice any
of that. He was totally focused on the driving experience and the
wonderful sounds coming from the engine compartment directly behind
him, which were a delightful mixture of synchronized mechanical
melodies and wailing exhaust notes. He also had to be careful to
avoid all the potholes in the road along the way. Hitting one of
those directly could almost jar tooth fillings loose in a car as
tightly sprung as this one.

When they entered the touristy part of town
near the restaurant, they got stuck in some minor traffic
congestion. It wasn’t vacation season yet, but the break in the
rainy weather had brought the masses out. Jasper had already grown
used to the gawkers that the car attracted, but Angie felt
uncomfortable as they sat stopped in a line of cars at a traffic
light. Since the sidewalk on this street was at least a foot above
the roadway, people were standing there staring down into the car,
making Angie wish she could hide.

Fortunately, the restaurant was just up
ahead, so it was only a moment later when Jasper drove to the end
of the long valet space. Getting out, he handed the attendant two
twenty-dollar bills to keep the car parked out front, which the
young man gladly agreed to. Jasper was never a big fan of low-paid
kids driving his expensive cars, so he was always willing to pay
them not to.

A man and a woman near the front door walked
toward them, whom Jasper immediately recognized as Bart and Olivia,
the other couple they would be having dinner with. Bart was one of
those really fit triathlete types, and Olivia looked as if she had
spent the day being pampered in a spa.

“Wow!” enthused Bart. “That’s one helluva
car! You should bring it out to the racetrack and turn a few laps
with me and my GT3. You’ve got one of the few cars that could keep
up with me.”

“Thanks, Bart. I bought it a few months ago,
but haven’t driven it much yet.”

He let Bart ogle the car for a while,
babbling on the whole time about his own Porsche, and then they
both followed the women inside.

The hostess took them to a table, where Wayne
and Kendall were already seated, enjoying the spectacular view
across the bay.

This has to be the best table in the house. I
wonder how Kendall has so much clout to score it.

The food was delicious, the service was
superb, and the waiter did not have a snooty attitude or feign an
Italian accent. Wayne raved about the extensive wine list as the
group downed two exquisite bottles of aged Brunello.

“Have you ever seen anything more beautiful?”
Angie said softly to Jasper toward the end of their meal, pointing
to the bright city lights sparkling in the distance as night
fell.

“Certainly not that,” he whispered in
her ear, glancing across the table toward Olivia, who was pigging
out on the desserts. “The way she’s shoveling them away, you’d
think she’s never seen tiramisu or semifreddo before.”

“I’d like to know her secret for not gaining
weight,” Angie said enviously.

After dinner, the three couples strolled down
the street to one of the local bars. Since it was still fairly
early, the place was sparsely populated. In the back, a guy on a
stool was playing acoustic guitar and singing folk songs from the
1960’s. The group sat around a small table on tall barstools near
the front. Bart, who had mentioned during dinner that he was going
on an eighty-mile bike ride the next day, rain or shine, asked the
waitress for some mineral water. She soon reappeared with three
bottles of an obscenely priced imported variety. That was fine with
Jasper, since he was feeling full from dinner and could use some
sparkling water to help his digestion.

After an hour, Bart announced that he and
Olivia had to leave because he needed to rest for the big ride the
next day. By now, Jasper had heard so much about the upcoming bike
ride that he felt as if he had already completed the damn thing
himself. Wayne and Kendall also decided to call it a night, so they
all said their goodbyes and went their separate ways.

Jasper and Angie walked back up the street to
the Ferrari, which was parked right where they had left it. As they
got in, an older black Mustang drove by with an obnoxiously loud
exhaust. The driver was a twenty-something rock star wannabe with a
mullet hairstyle.

Jasper fired up the Italian exotic and slowly
drove away. After a few blocks, he turned onto a perpendicular
street that became narrow and wound its way up a hill through a
heavily wooded area. Since cars were parked on both sides, Jasper
was challenged to get the Ferrari through, even if no one happened
to come from the other direction. The problem of parked cars
disappeared, however, as the road steepened and narrowed. Jasper
knew that this much less traveled route would ultimately get him
back to the highway, so he stayed on it.

Suddenly, the black Mustang came up behind
them and revved its engine, coming very close to Jasper’s rear
bumper. From the sound, Jasper knew exactly who it was even before
he looked in his mirror.

Through the few short straights and tight
turns up ahead, he ignored Mustang Boy, maintaining a moderate yet
restrained pace. He knew that there were sections of the road that
still had a lot of moisture on them due to poor drainage and water
runoff from the nearby hillside.

Around the next bend, the road flattened out
and widened for a stretch, so Jasper instinctively put the
accelerator to the floor. Here was his chance to lose the annoying
intruder. The Ferrari shot forward at an astonishing speed, as if
the aerodynamic resistance had turned into a mighty vacuum, sucking
the car toward its destination.

Angie grabbed the door handle to brace
herself.

Glimpsing down at the rpm gauge, Jasper saw
that the needle was quickly moving spinning toward the red zone. He
pulled on the paddle next to his right hand to shift up a gear,
which the car did almost violently in what must have been
milliseconds. Looking in the rearview mirror, he could still see
the Mustang’s headlights back in the distance. He turned on his
high beams, which illuminated all of the surrounding scenery as if
the sun had suddenly risen. There was a bend coming up in the road,
so he braked aggressively while simultaneously pulling the paddle
near his left hand to downshift. The way the car seamlessly engaged
the lower gear, coinciding with a synchronized blip of the throttle
to match speeds between the engine and the transmission, wowed him.
Through the next few turns, he repeated this same aggressive
acceleration, braking, and shifting.

He was delighted that he could no longer see
the Mustang’s lights. This whole episode was even more exhilarating
to him than the similar scene that had played in his head as a
daydreaming adolescent passenger in his father’s Buick cruising
through suburban New Jersey.

Soon the Ferrari was nearing the crest of the
hill. Up ahead was a home under construction, with the contractor’s
trailer and some heavy equipment on the side of the road. Jasper
slowed down and drove by cautiously, since he was approaching
another curve.

Passing the house and turning sharply to the
left to follow the winding road, he was surprised by an oncoming
SUV, whose headlights were shining directly into his eyes,
momentarily blinding him.

The SUV appeared to be half in Jasper’s lane,
so he instinctively swerved to the right to avoid a head-on
collision. As the passenger-side wheels went onto the rough
shoulder, he felt the steering wheel vibrate in his hands. After
the SUV passed, Jasper quickly turned back toward the center of the
road to avoid plowing into the woods. But the rear end of the
Ferrari lost traction and started to spin.

Things were happening rapidly, but it seemed
like slow motion to Jasper. The car was now almost fully sideways
and half off the road, its momentum taking it in the wrong
direction, toward the woods.

Angie instinctively put her hands on the
dashboard to brace herself and started screaming.

Jasper felt a hard jolt to his right hip as
the car came to a crashing halt. A pungent odor, a powdery white
residue, and a trace of smoke filled the car. The airbags had all
gone off and now hung limply from the steering wheel and
dashboard.

Jasper, who was shaken but unharmed, looked
over at Angie. She wasn’t moving and was covered with shattered
glass. What had been her door was now embracing a redwood tree.

Suddenly, he heard a car coming. Rounding the
curve behind him, it slowed down for a moment to crawl past the
wounded Ferrari, then raced off into the distance, its roaring
exhaust gradually droning into silence.

Mustang Boy!

Turning back to Angie, who was mumbling
incoherently, he could see that she had obviously sustained a
serious injury. He reached for his cell phone, which he had left on
the console between the seats, but it wasn’t there.

Where’s that damn thing?

While poking around for it in the dark, he
suddenly kicked something with his foot near the accelerator.

That’s it!

He dialed 911 and screamed into the phone,
“I’ve had a car accident…we need an ambulance!”

“What’s your location, sir?”

“I have no idea…somewhere in the Sausalito
hills.”

“Are you in a red Ferrari?”

“Yes…yes, I am… How did you know?”

“Someone just called it in, sir. We know
where you are…paramedics will be there soon. Is anyone
injured?”

“I think…I think my girlfriend may be
hurt.”

“Don’t move her unless you have to.”

His adrenaline was pumping madly now as he
scrambled out of the car and rushed around to Angie’s side.

There must be something I can do.

Despite what he had been told, he looked to
see if there were was a way to get her out of the car.
Unfortunately, the tree was totally in the way. car was pinned
against a tree, blocking her door.

At that moment, a police car arrived. The
officer got out and came over to Jasper.

“Are you injured, sir?”

“I’m okay…only a few aches and bruises. But
my girlfriend’s trapped in there, and I’m afraid she’s hurt.”

“Let me take a look, sir.” The officer walked
around to the driver’s side of the car and shined his flashlight at
Angie, who was moaning softly. He quickly realized there wasn’t
much he could do.

Fortunately, an ambulance and a fire truck
arrived in a few minutes, followed by another police car.

As the paramedics and the firemen ran up, the
officer told them that there was a woman trapped in the car.

One of the paramedics entered the car through
the driver’s side door and asked Angie, “Can you hear me,
ma’am?”

She nodded with a clenched jaw.

“Are you in pain anywhere?”

“My right arm…it really hurts.”

“Okay. Well, just to be sure, we’ll put a
brace on your neck, and then we’ll take a look at your arm when we
get you out of the vehicle, okay?”

“Okay.”

The firemen brought over some equipment to
pull the car away from the tree so they could get access to Angie
from the passenger side. When they had pried open her door, one of
them looked into the mangled vehicle and said to Angie, “We’ll have
you out of here in no time. You’re gonna be just fine.”

She tried to smile.

The firemen then carefully extracted Angie
from the car, gently placed her on a stretcher, and put a splint on
her arm.

As the paramedics lifted her into the
ambulance, Jasper, who had been anxiously watching all this, asked
if he could go with her.

“Hold on, sir,” one of the officers said,
coming up to him. “We need to ask you some questions.”

As Jasper watched the ambulance drive off,
the second officer said, “Sir, can you describe the events that led
up to the accident?”

“Well,” Jasper began, a little uncertainly,
“I think the road was damp… An SUV came around the corner toward
us, blinding me with its headlights. When I realized it was in my
lane, I tried to swerve out of the way, and that’s when we hit the
tree.”

“How fast were you going at the time?”

Jasper thought carefully about this question
before answering it.

“I’m not sure, but I know it wasn’t
excessive. We went slowly by the construction site and then around
the bend. How fast could I have been going?”

“The speed limit here is twenty-five, sir.
Were you going faster than that?”

“I don’t know the exact speed. But if I was
over the limit, it wasn’t by much.”

“Have you been drinking or used any drugs
tonight, sir?” the first officer asked.

Jasper wasn’t offended by this routine
question.

“I had some wine with dinner, but not
much…and that was hours ago.”

It was obvious to the officers that Jasper
wasn’t drunk.

“I’ll call you a taxi, sir,” the first one
said, “so you can join your girlfriend at Marin General.”

During the cab ride, Jasper’s emotions
seesawed between sorrow and self-doubt. He felt horrible that Angie
was injured. The car could always be replaced, but she was
something altogether different.

God, I hope she’s gonna be okay… Will she
forgive me? Was this my fault?

At the hospital, Jasper paid the driver and
jumped out of the cab. Inside the emergency room entrance, a small
number of people were sitting around, apparently waiting to be
seen. Jasper went up to the registration desk, which was attended
by an obese redhead who reeked of cigarettes.

“I’m looking for Angela Ramey,” he said. “She
was in a car accident.”

“What’s your relationship to her?” the
redhead asked matter-of-factly.

“I’m her boyfriend. We were in the car
together.”

“She’s in surgery.”

“Surgery! For what?”

“I don’t have any more information on that
right now. Please have a seat, and as soon as I know anything, I’ll
pass it along.”

If she’s been permanently maimed in any way,
I’ll never forgive myself.

Pacing nervously around the waiting room for
a while, he finally settled into a chair, holding his head in his
hands, totally depressed.

I should be calling people… But what would I
tell them? Without knowing her condition, there’s not much I could
say.

He decided to hold off until he knew more.
From time to time, he ritually checked the email on his
BlackBerry.

Sometime after midnight, a short, dark-haired
man in his early thirties, wearing operating room scrubs, appeared
behind the counter next to the heavyset receptionist, who pointed
Jasper out to him.

“Hi,” the man said as he approached. “I’m
Doctor Papadopoulos. I understand you were in the car with Miss
Ramey.”

“Yes. How is she? Is she gonna be okay?”

“She’ll be fine. Follow me and I’ll take you
to her.”

The surgeon led Jasper through some automated
doors down a long hallway past the nurses’ station.

As the two men walked along, Dr. Papadopoulos
said, “Your friend came in with a broken arm and collar bone… She
probably also has a slight concussion. We had to do surgery on the
arm, inserting a metal rod and some screws so it will heal
correctly. The collar bone will heal itself, but she’ll have to
wear a sling for a few weeks. Luckily, her injuries are relatively
minor, so she should mend completely within a few months.”

Jasper was somewhat relieved.

When they reached Angie’s room, she was still
asleep.

“She’ll be coming around soon,” the surgeon
said. “You’re welcome to wait here with her.”

Jasper collapsed in a chair near the bed. It
disturbed him to see Angie connected to some medical monitors. One
of her arms was heavily bandaged, and the other had a tube in it
that steadily dripped fluid into her body. Jasper noticed some
purplish bruises on the side of her face, probably caused by one of
the airbags. As people shuffled by in the hallway, he alternated
between staring at Angie and at the monitors.

After half an hour, she started to awaken.
When her eyes opened slowly, Jasper whispered her name. But she
just lay there, looking straight ahead. After a moment, she turned
toward him and mumbled something he couldn’t understand.

Taking her hand, he said, “You’ve been in
surgery, hon. But it was just for a broken arm. The doctor says
everything’s gonna be fine.”

“I’m really tired,” she said weakly, and then
dozed off again.

Jasper realized how tired he was, too.
Sagging down in his chair, he thought he would take a nap, but just
then a nurse came in.

“I’m afraid you’ll have to leave now, sir,”
she said. “Your friend will need to stay overnight to recuperate.
Most likely she’ll be discharged tomorrow.”

Jasper reluctantly walked back to the waiting
room, where he decided to call for a taxi on his cell phone. called
for a taxi to take him back to San Francisco. Needing some fresh
air, he went outside to wait for the cab. He started to call some
friends to let them know what had happened, but it was late, so he
only got voicemail. After three of those, he gave up.

He woke up around 6:00a.m., not having slept
very well. His muscles were sore from the accident. Nevertheless,
he climbed out of bed and immediately called the hospital.

A nurse told him that Angie was doing very
well and would be released that afternoon.

Jasper breathed a sigh of relief, then made
the call to South Carolina that he had been dreading all night.

Cecil and Irma Ramey were aghast at the news
that their only child was in the hospital.

“Is she hurt badly?” the mother demanded.

“No, not badly. She had surgery to repair a
broken bone in her right arm. The doctor assured me that everything
would be fine. I’ll be taking her home in a few hours.”

“She’s a tough cookie,” the father said
reassuringly. “This reminds me of the time she crashed her Vespa in
high school. That got her a trip to the hospital, too. She was a
bit cranky afterward, but healed up just fine.”

Jasper had a similar conversation with
Kendall and a few other of Angie’s friends, but he decided not to
phone Judith. Angie could make that call herself.

He arrived at the hospital an hour before she
was scheduled to be released. After checking in with the
receptionist, he headed back to Angie’s room.

She was awake and happy to see him, and now
had a cast on her arm.

Jasper was delighted to see the warm glow on
her face as he entered the room.

“Ange, you look much better. How are you
feeling?”

“A little sore and tired, but okay.”

Jasper wasn’t surprised by this response,
since he knew that Angie was not the type to complain much.

“Let’s get you out of here and back home
where you belong.”

“I can’t wait! My mom and dad just called…
I’m glad you spoke to them. Mom was a wreck, but she could tell
from my voice that I’m okay.”

A nurse came into the room with a wheelchair
and some paperwork. Jasper went out to the parking lot to bring the
Range Rover around and met Angie and the nurse at the sidewalk in
front of the hospital.

He helped Angie into the Rover and fastened
her seatbelt for her, since her right arm was in a sling.

On the ride back to San Francisco, they were
immersed in their own thoughts, until Angie suddenly asked, “By the
way, what happened to the Ferrari?”

“I don’t know,” he said sadly. “I don’t
really care, to tell you the truth. I guess someone towed it away.
It’s history now. I’ll be happy if I never think of it again.”
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Alex and Jasper had let it be known around
their circle of financial friends and acquaintances that they were
looking to add a person on the research side to work with Jasper.
Ideally, they wanted a junior-level analyst who had some stock
market experience and could be counted on to do the basic
groundwork. It didn’t take long for them to receive a number of
resumes. As they soon discovered, the quality of the potential
hires encompassed a wide range that was sadly skewed toward the
bottom end of their expectations.

The first few people they interviewed all had
some desirable attributes, but were not a good fit for the position
or lacked the right chemistry. One young woman, who was a few years
out of college and very book smart, had little common sense. After
Alex explained to her Firestorm’s philosophy of buying stocks with
attractive valuations based on revenues, earnings, cash flow, or
asset values, he asked her if there were any stocks she favored at
the moment. She proceeded to rattle off a short list of highly
speculative momentum stocks that were trading at astronomical
fundamental valuations and had already doubled or tripled in price
during the past year. Having just touted stocks with
characteristics that were the polar opposite of what Alex had
described, she wanted to know if they already owned any of these in
the fund.

At the other end of the spectrum, there was a
young male candidate who looked almost homeless. His hair went in
random directions and likely hadn’t seen a comb or brush in recent
times. He had a tattoo on his neck, and his clothes would have been
rejected by Goodwill. Beyond these shortcomings, he projected an
extremely laidback image and definite lack of initiative. Alex felt
that a better career choice for this young man might have been a
position renewing drivers’ licenses down at the Department of Motor
Vehicles.

Three more mediocre applicants made their way
to Firestorm’s offices before the right person walked through the
door. Bill Myers-Westerton–“Beemer” to his friends–didn’t make much
of an impression at first. He was short and plump, with ill-fitting
glasses and not much of a chin. But although Beemer wasn’t
physically appealing, it was quickly apparent that he had decent
investment knowledge and some street savvy. Alex met with him
first. That was the new routine, so as not to waste both partners’
time if the applicant proved to be a complete nonstarter.

In his senior year at Berkeley, Beemer
completed an internship in the research department of an investment
bank. For the past three years, he had been working as a research
associate for two analysts at a local brokerage house. A co-worker
of his, who was friendly with Jasper, told him about the opening at
Firestorm.

Beemer grew up in a modest middle-class
neighborhood on the outskirts of Sacramento. His deceased father
had been a retail stockbroker, so Beemer proudly claimed that the
apple didn’t fall far from the tree. Unfortunately, his father had
died of a heart attack just when the teenaged Beemer began to take
an interest in stocks and the business world. Financial hardships
caused Beemer’s mother to hold down two jobs to make ends meet.
Even with some scholarships and other financial aid, it was a major
struggle for her to put Beemer and his younger sister through
college.

Right away, Alex was more impressed by Beemer
than by any of the earlier candidates. Working with two analysts in
different industries had given the young man good direct exposure
to numerous companies and management teams. He had also done a lot
of financial modeling work and been responsible for publishing some
research commentary on various companies and industries. His heavy
interaction with buyside clients, like Firestorm, had also taught
him which characteristics were most desirable for profitable
investments. Most important of all, however, Beemer conveyed to
Alex that he had a good grasp of processing data and translating it
into useful information. For all these reasons, Alex arranged for
Beemer to come back the very next day to meet with Jasper.

Based on what Alex had told him, Jasper was
looking forward to meeting Beemer. He had been underwhelmed by the
other candidates and therefore concerned that this was going to
become an endless process. However, after hearing from Alex, he
really liked the idea of hiring someone who had pulled himself up
by his own bootstraps.

The meeting with Beemer was interesting. His
appearance reminded Jasper of a troll, and he came across as a
little anxious at first, but that could be attributed to normal
interview jitters. When they talked about the economy and the stock
market, however, there was an instant rapport between the two
men.

After Jasper asked about the two analysts
Beemer was working for, he learned that one of them had recently
been hired to follow the alternative energy sector. Jasper was
impressed by how quickly Beemer had familiarized himself with the
new companies. During the interview, however, Beemer repeatedly
stressed that he was ready to move on to the next level.

“It’s been great working with the analysts,”
he said, “a wonderful learning experience. They taught me a lot,
plus I’ve had plenty of interaction with upper management from many
companies. I also got to write research reports and build financial
models. But that’s not what I want to do for the rest of my life. I
don’t just want to give guidance to people on the buyside, I want
to be calling the shots. Picking stocks and making buy and sell
decisions is the next logical step for me. I really like the idea
of working for a hedge fund where there’s lots of opportunity to
make an impact. Helping to manage a portfolio is my near-term
goal.”

Jasper liked this guy’s aggressive attitude
and his argument that he was ready to jump from the sellside to the
buyside. However, he also wanted to inject a dose of reality about
the responsibilities of the position.

“This job,” Jasper said, “involves making
some buy and sell decisions, but it’s mostly grunt work. We
need someone to do a lot of unglamorous things, like build and
update financial models, participate in conference calls, attend
meetings, and call on competitors, suppliers, and customers.”

Beemer could sense that the job was his to
lose.

“I can do all that,” he said. “Those are all
things that I’m doing already.”

“You’ll also have to work long hours,
especially during earnings season, when all the companies report
their results for the quarter. Some days start very early and run
late. You’ll also occasionally have to travel. Eventually, you may
even have to meet with clients and prospects. It could crimp your
social life.”

“No problem. My current job is nowhere near
nine-to-five, and I have to sell and support our research to the
firm’s customers every day. None of what you’re describing would be
that much different.”

Beemer was saying all the right things, and
Jasper was warming up to the idea of making him the newest member
of the Firestorm team.

“Let’s talk about compensation, Bill.”

“Please call me Beemer.”

“Right…Beemer. Anyhow, Alex told you
yesterday that there’s a base salary and a bonus. The bonus is
derived from the fund’s carry, which is itself determined by the
amount of assets under management and the performance results. If
the asset base stays where it is or grows and the returns remain
strong, there will be a lot of money to spread around at year
end.”

“I like that!”

“Good… Alex and I have taken the approach
that we like to reward those who have contributed to the success of
the firm. If things continue to go well, your bonus alone could
easily be multiples of your salary.”

Beemer’s eyes lit up when Jasper talked about
such large sums. The base salary alone exceeded his entire
compensation at his current position. Given the way Jasper
positioned the pay package, the base was merely the starting point
for the big money Beemer could conceivably make here. This was a
great opportunity for him to earn much more than he ever had
before-more money, in fact, than he could have imagined just an
hour before at this stage of his life. His vivid memories of his
mother’s financial struggles would soon evaporate if he were
offered this job. He would finally be in a position to make her
life more comfortable and secure.

Jasper asked for a list of references, which
Beemer had with him, having planned ahead for this moment. The list
was a bit odd, but Jasper had to remind himself that Beemer was
only a few years out of school and just getting started in his
career. There was a college professor, who seemed to only vaguely
remember Beemer, an employer from a summer job in college, and a
longtime friend whom Beemer had grown up with. None of these were
of any real value to Jasper, so he called Todd Berkmeyer, the
co-worker who had told Beemer about the job opening.

Todd said that Beemer had a good reputation
within his firm’s research department for doing quality work. When
either of the two analysts weren’t available, Todd would often put
buyside clients through to Beemer, who was usually able to answer
their questions. In fact, Todd could not come up with any negatives
at all about Beemer.

“Would you give him the job here if you were
me, Todd?”

“I wouldn’t have sent him over to you, Jaz,
if I didn’t think he was more than capable.”

After a brief discussion, Jasper and Alex
decided to offer Beemer the job, and he started working at
Firestorm two weeks later.

On that first morning, Beemer was already in
his office next to Jasper’s when Jasper walked in at 6:30. That was
a good sign. However, when Jasper stopped by to welcome Beemer to
the firm, he noticed that something about him was different.

“I thought you wore glasses,” he said.

“Only for interviews. They make me look
smarter.”

“Interesting concept… Let’s meet in an hour
in the conference room to talk about the portfolio and strategize
about how we can put you to best use.”

“Works for me!”

Jasper wondered what had happened to the
nerdy guy he had interviewed two weeks before. In his office, he
returned a few phone calls and emails while keeping an eye on the
market updates displayed on the TV business channel.

At 7:30, Beemer was already waiting in the
conference room when Jasper arrived. Sitting down at the large
table, Jasper tossed Beemer a printout of the holdings in the
portfolio.

“By the way,” he said, “before we get started
on that, you should schedule some time with Scooter to learn how
the firm’s portfolio management software works. Coming from the
sellside, you’re probably not familiar with our systems. We need to
track the stocks in the portfolio daily, so that we always know
where we stand. That’s what you’re looking at now.”

Jasper pointed to the printout, which Beemer
now held in his hands.

“We also use the same system for many other
purposes, such as tabulating gains and losses and calculating
performance results. Scooter, who uses it the most, is the resident
expert. I want you to spend some time with him so he can show you
all of its bells and whistles.”

“Good idea. It’s probably not too
complicated, so I should be able to learn it quickly.”

“Make sure that he walks you through
everything. You’ll be his backup when he’s not
available.”

The discussion then turned to the portfolio’s
holdings. The printouts they were looking at listed the fund’s
holdings by long and short.

Jasper focused first on the list of long
stocks.

“The forty or so holdings we’re long,” he
said, “can be broken down into three kinds…long-term holdings,
short-term trades, and stocks on the way in or out.”

Jasper pulled out a pen and put check marks
next to half of the long names.

“Those are the long-term investments. Over
time, I expect you to get to know them well, build financial
models, and monitor them closely. When something happens with any
of them, I’m going to need your input about how we should proceed.
Eventually, I’ll expect you to be fully responsible for some of
them and make the key decisions yourself.”

“Excellent! I’m totally up for that!”

“I’m also constantly flooded with new
investment ideas and don’t have the time to give them all my full
attention. That’s another area you can help out with by doing some
basic research and fleshing out which ideas deserve more
attention…or even inclusion in the portfolio.”

Beemer blurted out enthusiastically, “I’ve
got some names, too, that I think we could use for the fund!”

“Good, that’s what I want to hear! We can
spend time in the next few days going over some of those.”

Jasper was impressed by Beemer’s
enthusiasm.

Maybe a little young blood is what Firestorm
needs to get performance back on track.
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When a trading day ended, Rocky normally
reviewed his daily transactions, prepared for the next day’s
activities, and headed straight out the door. On this particular
day, however, after finishing his work, he plopped down in a chair
in Jasper’s office.

Jasper signaled to him that he would be off
the phone in a minute.

“What’s on your mind?” he asked, turning to
Rocky when he hung up.

“Where’s Beemer?”

“At a lunch meeting…should be back in about
an hour. Why?”

“The kid’s only been with us a couple of
weeks now, and already he’s put two new names in the fund. Those
stocks have both worked, and that’s great. But don’t you think it’s
a little strange what happened?”

“You’ve lost me. What are you talking
about?”

Rocky became more animated.

“The first stock we buy of his is a
healthcare company…not a stock that he’s covered in the past or
knows much about. A day or two later, it gets upgraded by the axe
in the stock, and it instantly spurts higher.”

Rocky used the Wall Street term axe to
refer to the most influential analyst following the stock.

“And the problem is…?”

“The problem is that I did some digging, and
that guy and Beemer used to work together.”

“So, even if Beemer talked with him, it
doesn’t mean the guy tipped him off to the upgrade, friend or
not.”

Rocky gathered his composure, knowing that he
had to be very clear about what he was about to say.

“I wouldn’t even be bringin’ it up, or think
twice about it, if I hadn’t overheard him telling someone on his
cell that he has a buddy who works at Advanced Materials. That’s
the other stock he bought, just ahead of the big new customer
announcement. The news there popped that stock, too. Maybe they’re
both coincidences, maybe they’re not. He either knew something or
got incredibly lucky…twice!”

Jasper sat quietly for a moment, deep in
thought.

“I’ll have a talk with him and try to get
some answers, but it’s nothing I’m gonna lose any sleep over.
Thanks, though, Rocky, for bringing this to my attention.”

Rocky thought that Jasper was taking this too
lightly.

“The government’s crackin’ the whip on
insider trading, Jaz. I don’t want the kid to screw us.”

“That’s not gonna happen, Rocky. If he did
anything wrong, we’ll deal with it.”

After Rocky left, Jasper went to Alex’s
office to get his reaction.

“I downplayed the significance of this to
Rocky, but do you think this is something we should be worried
about?”

Alex looked concerned.

“We don’t know that Beemer’s done anything
wrong,” he said. “Therefore, we shouldn’t jump to conclusions. Just
because he has some personal relationships doesn’t mean that he
front ran the change in recommendation or, in the other case,
traded on insider information. I’ll admit it doesn’t look good, but
the evidence we have right now is purely circumstantial.”

“It seems too coincidental to me.”

“We need to be careful how we handle this,
Jaz. The guy’s young and impressionable. We don’t want to ruin our
relationship with him if he hasn’t done anything wrong. He’s a
smart kid and wasn’t so easy to find, as you know. At the same
time, we want to make sure that he’s on the up and up. The
slightest whiff of impropriety could destroy everything we’ve built
here.”

“You’re right, Alex,” Jasper said, knowing
that Alex was more level-headed than him. “We don’t want to accuse
Beemer of anything, yet we also need to know if there were things
he didn’t tell us. I’ll talk to him when he gets back from his
meeting, and see what I can find out.”

When Beemer returned from his lunch meeting a
little later, Jasper walked over to his office and asked if he had
a minute. Not wanting to tip Beemer off that anything was wrong, he
sat down in the chair across from Beemer’s desk, and asked, as
casually as he could, “How was the meeting?”

Beemer was impressed that Jasper was
interested in his opinion.

“It was good,” he said. “An oil industry
analyst from Texas was in town, so there was a big turnout, since
there’s a lot of interest in this sector. If he’s right about the
big picture, the companies he’s recommending could do very well.
There are a couple stocks he talked about that might make sense for
us, so I’ve got some work to do checking them out.”

“I’m glad to hear that, Beemer… Speaking of
analysts, have you talked to Adam Winslow about MediPartners? I was
just reading through his recent research note, and I see that the
stock’s done well since he upgraded it. Could there be more to the
story than he’s putting in writing? We only have a small position
in it right now.”

“Adam’s a buddy of mine. I talked to him
before we bought the stock. He was really bullish on the company,
but if I had known exactly how much he liked it at the time, I
would’ve argued for a bigger initial position. I’ll give him a call
to see if there’s any incremental info and what he thinks the real
upside is.”

“Beemer, we need to formulate some strategy
with regards to that position. Do some more work on it and get back
to me with your recommendation. Since the stock still isn’t that
expensive fundamentally, maybe we should add to the position on a
pullback or buy more at this level.” He paused before moving to the
next subject. “The other holding that we also need to decide what
to do with is Advanced Materials. Any thoughts there?”

“The rumor about the big new customer turned
out to be true. The stock price now is already reflecting a lot of
good news.”

“When you pitched the idea to me to put the
stock in the fund, I don’t recall you mentioning any rumor.”

“It’s been going around for a while, but I
didn’t pay much attention to it. The stock was cheap at the time.
That was the reason to own it.”

This explanation seemed logical to Jasper and
meshed with his own recollection of events.

“It sounds like we should take our profit and
move on.”

“I think you’re right, boss.”

Beemer wasn’t hinting at or admitting to
doing anything wrong in either of these situations, and Jasper
didn’t sense the need to interrogate him further. They continued
talking a while longer about some of the other stocks in the
portfolio and a few ideas that Jasper wanted Beemer to look into.
When he eventually left Beemer’s office, Jasper felt comfortable
that the young analyst was not being evasive or untruthful.

As Alex was leaving for home later that
afternoon, he stopped by Jasper’s office to inquire about
Beemer.

“I was delicate about the situation,” Jasper
said, “and didn’t ask him directly if he’d been privy to any
insider information. However, his answers to my questions made it
clear that in both cases everything he did was aboveboard. I’m
inclined to believe him.”

Alex was relieved.

Jasper had a similar talk with Rocky the
following morning. “Everything that happened was kosher,” he said.
“There’s nothing to be worried about.”

“If you’re satisfied, Jaz, that’s good enough
for me.”

But it wasn’t.
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Angie had a cast and sling on for a number of
weeks, but had adapted well to the situation. She only went into
the office when it was absolutely necessary, and had worked
primarily out of her apartment since the accident. Jasper stopped
by every day to check in on her and help her in any way he could.
He also spent time running errands for her, doing her laundry, and
bringing in food. Still feeling horrible about the crash and
sometimes blaming himself, he wanted to make the recovery as
bearable for Angie as possible.
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