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Looking for Advice in All the Wrong Places 
 
“BUY! BUY! BUY!” and “All Aboard!” followed by a cash register “KA-CHING!” 
 
Just another night of cooking dinner and watching Jim Cramer’s Mad Money 
on CNBC back in 2007.   
 
I had recently graduated and was working for GE in Knoxville, TN.  For the 
first time in my life, I had real discretionary income burning a hole in my 
pocket.  I had watched the S&P 500 climb 16% in 2006 and a savings account 
yielding 3.5% was not going to cut it for my paycheck.  I needed someone to 
help me furiously compound my newfound wealth. 
 
Enter Jim Cramer.   
 
He graduated magna cum laude from Harvard, was a former Goldman Sachs 
stockbroker and ran a successful hedge fund… if anyone was going to guide 
me on my path to financial fortune, it had to be this guy.  Any doubts were 
quickly assuaged by his reassuring platitudes promising that he would give 
me the knowledge and tools that will empower me to be a better investor.    
I was all in. 
 
So I tuned into Mad Money to take notes on the Lightning Round, bought his 
books, and opened up a TD Ameritrade account.  My portfolio contained a 
mish-mash of tickers based mostly on whether a giant cartoon charging bull 
or bear had crossed the screen.  Monsanto, U.S. Steel, Freeport-McMoran, 
Transocean… I was ready for riches. 
 
Diversification? Index funds? Rebalancing? Risk-adjusted returns?  Those 
seemed like tools and terms for people not yet enlightened by the Mad 
Money guru. 
 
And then 2008 happened. 
 
By March, the S&P 500 was down almost 18% from the previous high.  All the 
media outlets focused on Bear Stearns who was trading around $62, down 
over 60% from a 52 week high of $159.  I had never seen volatility like this. 
Scrambling for answers, I turned to Cramer who had this to say in response 
to a viewer question on Bear Stearn’s liquidity: 
 

“No! No! No! Bear Stearns is not in trouble. If anything, 
they’re more likely to be taken over.  Don’t move your 
money from Bear!” 
 - Jim Cramer on Mad Money1, March 11, 2008 
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Source: Google Finance - Bear Stearns 5-day chart from Mar 11 – Mar 17, 20082 

 
A week later Bear Stearns was trading at $4, down 97%.  Nothing made sense anymore.  The world continued to 
crumble.  My seemingly elite portfolio of the best “Boo-Yah!” calls Cramer had to offer was cratering.  By 
October, the S&P 500 was down almost 33%.  Then my fearless leader who got me into these stocks dropped this 
bit of advice:   
 

"Whatever money you may need for the next five years, please take it out of the stock market right 
now, this week. I do not believe that you should risk those assets in the stock market right now." 
  - Jim Cramer on The Today Show3, Oct. 6, 2008 

 
Exit Jim Cramer. 
 
What had gone wrong?  Why was I left with a decimated account filled with a random assortment of stocks?  
Where were the tools and knowledge promised to me by the electric TV personality? 
 
The answer would later become clear.  I was looking for advice in all the wrong places.  I had made the mistake 
of thinking my goals and the financial media’s incentives were aligned.  
 
I wanted to grow my portfolio and become financially stable and it seemed like television, newspapers and 
magazines could help.  Only in hindsight did I realize that a true financial partner would have focused on my 
unique investment variables that needed consideration: time horizon, risk tolerance, liquidity needs, tax 
implications.  And this analysis would be done BEFORE they told me to “BUY, BUY, BUY” or “SELL, SELL, SELL”.   
 
But most big media companies have shareholders4.  They have corporate metrics driving their programming and 
article choices: ratings goals, viewership trends, subscriptions, advertising dollars, revenue projections.  To hit 
these targets they have to get their audience to believe the content they are producing is valuable.  Which 
means viewers get a steady stream of countdowns, “breaking news”, and flashing red & green graphics while 
readers get exclusive interviews, hand-picked charts, and top stock picks.  All of this is designed to get you to do 
something.  Anything.   
 
They want you to feel like you are getting timely and actionable advice you cannot get anywhere else.  They 
want you to feel regret for not hopping on the latest hot stock up 40% and be worried about the next recession 
forecasting indicator.  Bottom line: they want you to trade.  Because they know that if you are actively trading 
and living and dying by every tick of the stock market, you are more likely to tune into financial television or 
subscribe to their content.  
 
Unfortunately, all that stimulated trading could be detrimental to your performance.  Studies have shown that as 
individual investors increase their trading (or turnover) of their portfolio, net returns suffer.  My favorite is a 
study performed by Brad Barber and Terrance Odean that followed 66,000 investors over a 6-year period.  They 
placed these individual investors into five buckets based on how frequently they traded their portfolio and 
measured each group’s average net annual return.  The result? They found that active investors, after trading 
costs, significantly underperformed buy-and-hold investors. 
 

http://www.msnbc.msn.com/id/22425001/vp/27045406#27045406


 
Source: Trading Is Hazardous to Your Wealth: The Common Stock Investment Performance of Individual Investors5 

 
There is a perception (fueled by financial media) that if you are not actively trading and turning over your 
portfolio, then you are not trying to make money.  This study runs counter to that notion and suggests that it is 
the consistent strategies and time in the market that are important… not the timing of the market.   
 
It would be difficult for the financial media to be as profitable as it currently is if they urged viewers to invest in 
a globally diversified portfolio of low-cost and tax-efficient ETFs that were systematically rebalanced and dialed 
in to their personal risk tolerance.  With an appropriate strategic asset allocation and tactical overlay, investors 
could hopefully stomach the inevitable ups and downs of the market and stick to their optimized spending 
strategy without having to trade from a position of weakness at inopportune times.  But because the financial 
media does not have a fiduciary responsibility to their viewer and readers, you should not be surprised if they are 
focused on their corporate agenda and not your personal goals. 
 
So I hope you’ll join me on this journey - and follow along on my soon to be published blog - as I work through 
lessons learned from a decade of interacting with the markets as a Mechanical Engineer to Proprietary Volatility 
Trader to Wealth Advisor.  My goal is to filter through the noise to crystallize and memorialize the practical 
wealth management principles that matter over the long-term. 
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