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Wall Street Billionaire—Paul Tudor Jonés
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X ";.& I believe the very best money is made at the market turns. Everyone says you

get killed trying to pick tops and bottoms and you make all your money by
playing the trend in the middle.
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s \“g I'm always thinking about losing money as opposed to making money. Don’t
focus on making money, focus on protecting what you have.
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M %7 If you have a losing position that is making you uncomfortable, the solution
is very simple: Get out, because you can always get back in.
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I} Know the Person iBE A

Paul Tudor Jones (Sept 28, 1954, Memphis, Tennessee) is a well-known com-
modity trader. Having made $750 million in 2006, he is worth an estimated $2.5
billion, and was ranked by Forbes in March 2007 as the 369th richest person in the
wortld. Paul Tudor Jones’ father, John Paul Jones, was a lawyer. Jones attended Mem-
phis University School and then University of Virginia, earning an undergraduate
degree in economics in 1976. After he graduated, he consulted his cousin, William
Dunavant Jr., for advice on investing. Dunavant, whose Enterprises is the world’s
largest cotton merchant, sent Jones down to New Orleans to talk with commodity
broker, Eli Tullis. In 1980 he founded Tudor Investment Corporation which is today
a leading Alternative Asset Management firm headquartered in Greenwich, Connecti-
cut. Paul Tudor Jones is the founder of the Robin Hood Foundation, an organization

dedicated to fighting poverty in New York City.
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Pursue Breakthroughs in Your Life
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The Start of a Great Trader

Armed with an economics undergraduate degree in 1976 and an itch for trad-
ing, Jones consulted his cousin, cotton merchant William Dunavant Jr., for career
advice—hoping to get into trading action straightaway. Dunavant sent Jones to com-
modity broker Eli Tullis, which proved fruitful.

Tullis taught Jones a variety of lessons, from understanding the emotional as-
pects of trading and the competitive nature of the business to mastering trading
strategies, such as the importance of moving a large position only at times when the
market is not at newly reached highs or lows.

Turning Point

A traumatic market loss experience can identify the start of a great career. For
Jones, that event was in the cotton market of 1979.

Lessons Learned

This devastating trade ingrained important lessons into Jones’ mind: “First
of all, never play a macho man with the market. Second, never overtrade. My major
problem was not the number of points I lost on the trade, but that I was trading far

too many contracts relative to the equity in the accounts I handled,” Jones said.
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Instead of this experience breaking Jones, he became stronger by realizing he
needed to alter his trading style. After this event, Jones said, “I1 decided that I was go-
ing to become very disciplined and businesslike about my trading.”

This is when Jones truly started implementing risk management into his trading,
He began thinking first about the amount of money he could lose with each trade,
not the amount of money he could win. “Don’t focus on making money; focus on
protecting what you have,” Jones said.

In the fall of 1980, Jones went to the New York Cotton Exchange as an inde-
pendent floor trader and was exceedingly successful. His success was not because of
his winnings but rather because of the consistency of his performance; during his
three-and-a-half years as a floor trader, he only experienced one losing month. From
there he went on to launch the Tudor Futures Fund in 1984, eventually giving way
to Tudor Investment Corporation, headquartered in Greenwich, Conn. Today, along
with its affiliates, the hedge fund is involved in active trading, investing and research
in the global equity, debt, currency and commodity markets. The firm manages
around $15 billion.

Trading style and beliefs

1. Considers himself as a premier market opportunist. When he developed
an idea he will pursue it from a very-low-risk standpoint untl he has been proven
wrong repeatedly, or until he changed his viewpoint.

2. Swing trader, the best money is made at the market turns. Has missed a lot of
meat in the middle, but caught a lot of tops and bottoms.

3. Spends his day making himself happy and relaxed. Gets out if a losing posi-
tion is making him uncomfortable. Nothing’s better than a fresh start.

4. Never average losers. Decreases his trading size when he is doing poorly, in-
crease when he is trading well.

5 He doesn’t care about mistakes made 3 seconds ago, but what he is going to

do from the next moment on.




