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GOSH, | LOVE A GOOD PARTY.

Inmy 20s | used to live for them. Every Thursday, Friday and Saturday night my friends and | would go club hopping in the City just looking to
capture that moment. The one moment that defined all great parties for me: The exact moment in time when the right girl, the right drink and the
right song come together not just for you - but for the entire room. The crowd goes wild.

Thelifelong study of the psychology of crowds has been alarge part of my professional career as an investor. |'ve always been fascinated by the
"ingredients” it takes to affect the way a group of people in a certain setting perceive events.

What I've discovered is that the three key "ingredients" for agreat party in my 20s - the Disc Jockey, alcohol and social acceptance - are the same
that have been used to create bubblesin all financial markets throughout history.

The only differenceisthat in a market bubble people don't have to be in the same room together physically to have their perceptions manipul ated.
They just have to be in the same room together mentally.

Here's how it works:

Perception Altering Ingredient #1: The Disc Jockey.
The "Disc Jockey" of the 1929 crash was the mass media at the time: radio and newspapers. The "soundtrack" they were playing is the same one
played through all bull marketsin history: Get Rich Quick.

Now I'm not saying that it's the media's fault alone. Although many newspaper writers were literally on Wall Street's pump-and-dump payroll, the
media tends to reflect the desires of the culture. Like any good DJ, the media plays the songs that people get up and dance to.

Indeed, one of the most popular songs of the year was "Blue Skies Are Here to Stay," a song that reflected America's belief that prosperity had

become permanent.
Readthieeh SireieTotompliegi énbds ia dobok BigKideohol" of all financial bubblesis, has always been and will always be easy money. Like

RIgOpelseasy faaneselsiy ervt Dy GETl H g &Rirkey orhave the better you feel. The better you feel, the more of it you want to get.
Like "I worfki herofonvtiat heoomsy tlonake - | deserve this new car." Or "WEe'l pay back the billion dollars we borrow from the bank to take this firm

Rliictatechefgoe yoodksa tindt Goi'tg el timeof Sadas @G Sadartt thdibgpbsiela Hetlvayaoukfchohtie firghriing t haidhegy thein eventactmidis\sasan T
™ @as ey FAHBIERYY the market for you. othaeeti

Aviethepsca 1B fa end LeRW EKSSince it's difficult to earn money under normal circumstances, when easy money starts coming into your wallet
the very first thing you want to do is get more of it.
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But how doesit play out aswe get older? |

You're going up, up ,up in my estimation.

| would arque that the pressures of socia acceptance are as intense for a 50-year old couple with 2 kids as they are for teenage girls. Much of how
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we perceive OUrselvesis on how we thifik pecple perceive us.

And that'sj\L/JVs% Hucr%léﬂtﬁgt%%q% Sﬁv‘&'a'?s édls good to drive anew expensive car in part because it conveys what in any society is a powerful
message - %&ép]l I(ijl%t ag %‘irr(ea [esources. And those who are best at acquiring resources are usually those who have the most power to determine
the "pecking order" o ?Pleir s;ocialll group, whether it bein choosing "mates" or "friends."

‘Cause I'min the market fora){ou. . . . . .
The trap that most peopletall into is that whether they know it or not they "compete" with those in their "peer group” whom they perceive to be

most "wccwfwij.%@{my% NaY, mm@fm%mmwhey actually determine their own worth by judging themselves
em.

inrelationto t

Teenage girls want to be skinny because Britney Spearsis skinny. Men want to work out because Brad Pitt looks great with his shirt off. My wife
and | want abigger house because our son spends his afternoons playing at the Jones house and they have a pool, etc.
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