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FOREWORD 

 

The other day, we listened to a professor being interviewed 

on TV about “the market.”  What fascinated us was that he wasn’t 

talking about the market, as we know it.  His comments centered on 

the Federal Reserve Board, on inflation or lack of same, on durable 

goods orders, and all manner of other economic factors (and from 

such matters he then presumed to know what stock prices were going 

to do).  What people, in their infinite wisdom/madness, might do 

seemed to have nothing to do with it.  That’s the opposite of how we 

picture “our” market of buyers and sellers: like an old-fashioned 

farmer’s market.  Purveyors with goods to sell set up shop in the 

central town square (Wall Street) and put them on display (the ticker 

tape).  Several farmers have similar-looking prosaic cabbages to sell; 

others have lots of different varieties of apples (big cap, small cap).  

At the same time, the populace wanders around to see if there is 

anything interesting to buy – highly desirable quality, or 

undiscovered bargain, or simply something they could use. 
 

Some people will buy “at the market” right away, not 

wanting someone else to come along and snatch a desirable item 

away with a better bid; others will bide their time, hoping that by 

mid-afternoon the seller might reduce the price in the hopes of 

getting rid of his goods before the market closes for the day.  That’s 

the market we know: made up of a variety of different buyers and 

sellers, a variety of different goods and choice, a variety of 

motivations and information (or lack of same), an on-going stream of 

interest and activity.  With so many people with so many different 

styles and opinions and tastes and pocketbooks and ways and means 

of deciding on what they want to do, it is a psychiatrist’s dream of 

trying to understand it all at once … can’t be done perfectly, but can 

be done relatively well.   
 

We care about that market as it trades, with the fluctuating 

prices (and volume) telling us what’s going on, and what the 

underlying psychology is.  In a sense, we’re trying to understand 

buyers and sellers, so as to be able to foretell what they might want to 

do next.  In another sense, we’re observing who’s winning: the 

buyers or sellers, on the expectation that the discerned trend ought to 

continue.   In still another sense, we are trying to establish which 

stocks are over-owned, and which are under-owned, and trying to 



observe, in various ways, when the trend from one to another may be 

changing, or has gone to such an extreme that it ought to be about to 

change.   Nor do we need to know why – just when, and how, and 

what!   We continue to believe, in fact, in one of the first things an 

NYSE floor trader ever taught us: “It’s not the news that matters … 

it’s how the stock reacts to the news.”    
 

This book, and our other two volumes (When to Sell, and The 

Nature of Risk), describe our view of this marketplace.  We’ve left 

untouched some of the original indicators described within, even 

though changing market styles have made some of them out-moded.  

(Odd-lot short-selling was supplanted by put and call buying, and 

options activity itself, in turn, has been shifted to second-tier 

indicator status with the advent of a vast number of new trading 

indexes such as QQQ for the Nasdaq 100.)  You might read about 

those archaic indicators to get an idea of how sentiment has been 

measured in the past, so as to figure out how to deal with current 

ways sentiment is revealed … keeping in mind that contrary opinion 

has been, is, and always will be the important stance.   
 

  When we opened up the original edition of How to Buy and 

saw at the outset the phrase, “the market fluctuates,” we knew that 

the book did not need to be rewritten.  Not only does the stock market 

still fluctuate, but it does so in the same manner as it ever did … all 

of the talk about volatility and all of the manic technology swings of 

recent years being just remarkable extensions of such fluctuations.  

The manner in which the market does fluctuate, and how such 

fluctuations should be understood, seems more timeless than we 

would have believed in our youth – just as valid in coping with the 

manic rises and subsequent bubble burstings as when the market was 

relatively calmer.  It still takes just as long to make a top, or a bottom 

(which is the basis for this book) as it ever did.   
 

Keep in mind, as you read these pages, that a buyable bottom 

can only develop when everyone who wants to sell has sold – in other 

words, a buying opportunity represents contrary opinion to the 

prevailing selling.  How do we get to that point where others want to 

sell? Simple – there has to be bad news at a bottom, for how else 

would prices get driven down? Not on ‘good’ news, surely, but on 

bad news, and not merely on bad news but on bad news that 

shareholders begin to feel can only get worse, or is never going to 



end.  Ah, that’s a buyable bottom: everyone else discouraged, scared; 

bad news haunting investors; and, of course, a share price that 

doesn’t go down any more because everyone who wants to sell, or is 

finally scared into selling, has already done so.   
 

In a book about How to Buy one needs contrary opinion to 

the prevailing scared sentiment in order even to start looking for a 

buying opportunity … a bottom which must be contrary – can’t hear 

the media folk on CNBC and elsewhere talking about a bottom and 

expect to find it at one’s elbow.   
 

Don’t think a stock is attractive just because it is down so far 

from its high, or that it is buyable just because it has become 

conspicuously strong for a day or two.  Patience is required.  Ask 

yourself, Who knows what? When did they know it, and Why is the 

stock acting that way?  Remind yourself that you’re not the only 

person in the country who is interested in a particular stock – if it’s so 

great, why is it still going down?  If it’s so crummy, why has it begun 

to hold and even to turn upward?   Being suspicious, being cynical, is 

a good way to practice being contrary.  A bottom will not form, a 

buying opportunity will not appear, if everyone believes in it – 

“buying when you’re crying” is a floor trader expression of what one 

has to do to make the best bottoming purchases.    
 

There never has been, nor do we expect there ever will be, a 

bottom formed when buyers are enthusiastic … an intervening 

bounce perhaps, sharp and short-lived, but the psychology of 

bottoms, and especially longer-term buying opportunities, requires 

“scared.”  Indeed, good buying requires some nervousness that you 

might be wrong.  What we are trying to convey in the pages of this 

book is various objective means – charts, indicators, sentiment 

analysis – to help you identify when, nervous as you may be, it is 

time to be the only one willing to buy at that moment.  That’s an 

exaggeration, of course, and it may happen to you only once in an 

entire investing career … but it is the “buy” attitude to strive for. 

         
       
Justin Mamis     March 2001 
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