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A fast-paced ride through the world of hedge funds revealing the unvarnished truth of how Wall
Street really operates, and how to use this to your advantageAn insider's view of the high stakes
world of money management, Diary of a Hedge Fund Manager is both a practical guide for
investors and the deeply personal story of a man who knows the system inside and out. One of
the best young portfolio managers on Wall Street, and helping to run the hedge fund operation
of one of the world's most prestigious firms, Keith McCullough finds himself a lone voice of
reason as the economic crisis of 2008 looms large. Shown the door, his life takes a fascinating
turn into the world of independent research and no-holds-barred criticism.Reveals the
unvarnished truth of how Wall Street and hedge funds really operateDeftly details how to
analyze the markets expertly and avoid group think using technical and fundamental
measuresEach topic is thoroughly discussed and followed up with lessons you can take away
and put to useWritten with the authority of someone who knows how Wall Street and hedge
funds work, yet accessible to even a casual follower of finance, Diary of a Hedge Fund Manager
mixes a constructive critique of the investment industry with fundamental lessons that any
investor will find valuable.

From the Inside FlapDiary of a Hedge Fund Manager is an insider's view of the high-stakes
money management world. In a distinctly straightforward and, at times, humorous style, Keith
McCullough and Rich Blake take you on the journey of a young and successful hedge fund
manager and former junior hockey player from Thunder Bay, Ontario, as he gets recruited to the
Ivy League, stumbles onto the nexus of the hedge fund universe, and then gets a crack at
running his own pile&;becoming one of the best young portfolio managers on the Street.But
when the young portfolio manager finds himself working for one of the world's most prestigious
firms&;helping to run their hedge fund operation just as the market is starting to crack in
2007&;McCullough becomes a lonely voice of reason in a world that rewards groupthink and
disregards the adage about past performance having no bearing on future results. When
McCullough finds himself shown the door, the story takes a fascinating turn into the world of
independent research and no-holds-barred criticism.Page by page, this fast-paced ride through
the world of hedge funds reveals the unvarnished truth of how Wall Street and hedge funds
really operate and offers real-world investment lessons you can take away and put to good
use.Written with the authority of someone who knows how Wall Street and hedge funds work,
yet accessible to even a casual follower of finance, Diary of a Hedge Fund Manager mixes a
constructive critique of the investment industry with fundamental lessons that any investor will
find valuable.--This text refers to an out of print or unavailable edition of this title.From the Back
Cover"An engaging and fascinating memoir of a Wall Street insider who foresaw the crisis and



lost his job for it. McCullough has written an insightful firsthand account of our modern Rome
before―and after―its fall. The author stands head and shoulders above his peers with his
phenomenal trading track record, personal integrity, and skill at communicating his unique
experiences."―Richard L. Peterson, MD, Managing Director, MarketPsy Capital LLC; author,
Inside the Investor's Brain"If an unholy offspring of Lester Bangs and Don Cherry traded and
wrote a financial market diary, it might be something like the smart, hip, and crunching
commentary hedge fund manager Keith McCullough delivers every day. Keith is on a short list of
must-reads in a business filled with also-rans."―Dr. Paul Kedrosky, Editor, Infectious Greed;
Managing Director, IG Holdings; Senior Fellow, Kauffman Foundation"Diary of a Hedge Fund
Manager should be added to the list of must-read books on Wall Street. It is very rare that
readers get this kind of insight into the world of what Wall Street calls the "smart money".
McCullough's exciting and inspirational story reinforces the fact that hard work pays off. The
book does a great job of pointing out that, on Wall Street, common sense and hard work trump a
PhD―without actually saying it. His honesty is refreshing and reminds us all that the giants of the
hedge fund world are mere mortals. This story is one that both Wall Street and Main Street can
relate to and learn from."―Douglas M. Famigletti, CFA, Managing Director, Griffin Asset
Management, Inc."Like Liar's Poker and Fiasco before it, Diary of a Hedge Fund Manager offers
a fascinating, funny, and frightening account of life on the Street. An indispensable account of
how the financial-industrial complex destroyed so much of the 'value' it purported to
create."―Dan Burrows, Senior Writer, DailyFinance"The hedge fund world is notoriously
secretive. But in Diary of a Hedge Fund Manager, Keith McCullough reveals what's behind the
curtain to show an industry that frequently is little more than a lot of smoke and mirrors, much
the same way that Toto revealed the Great and Mighty Wizard of Oz to be nothing more than an
ordinary man."―Michelle Leder, founder and Editor, footnoted.org; author, Financial Fine Print--
This text refers to an out of print or unavailable edition of this title.About the AuthorKEITH
McCULLOUGH is the founder of Research Edge, a provider of independent securities markets
research that has become the go-to source for analysis and trade recommendations among
savvy money managers. He is also a Bloomberg TV Contributing Editor. McCullough started in
the business in 1999 as an equity analyst at Credit Suisse First Boston. From there, he ran
assets for Dawson-Herman Capital Management's Millennium Fund, and then launched his own
fund, Falcon Henge Partners LLC, which was integrated in to Magnetar Capital. He then moved
on to become a portfolio manager at Carlyle–Blue Wave until 2007. McCullough is a graduate of
Yale University and also former captain of the Yale hockey team.RICH BLAKE was the
cofounder and executive editor of Trader Monthly magazine. He frequently contributes to
CNBC's Power Lunch and to Alpha and Portfolio magazines. Prior to the launch of Trader
Monthly, Blake wrote for Institutional Investor. He is the author of two books, The Day Donny
Herbert Woke Up and Talking Proud: Rediscovering theMagical Season of the 1980 Buffalo
Bills.--This text refers to an out of print or unavailable edition of this title.Read more
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2009035907For JackINTRODUCTIONMy final day in the hedge fund business was Friday,
November 2, 2007. I’d enjoyed nearly a nine-year run on Wall Street, first as a junior analyst at
Credit Suisse First Boston before landing on the buyside, working for hedge fund pioneer Jon
Dawson, and then eventually co-founding a hedge fund with my partner, Harry Schwefel. Our
fund was later absorbed into multi-billion-dollar Magnetar Capital. My last-ever hedge fund job



was running money as a Portfolio Manager and Managing Director at Carlyle-Blue Wave
Partners.At the time I worked at Carlyle-Blue Wave (February through November of 2007), the
Carlyle Group—already well known around the world for its private equity prominence—was
pushing into the hedge fund business. Its new hedge fund arm, Blue Wave, a joint venture with
two ex-Deutsche Bank executives, made me Partner and gave me a seat on the fund’s
Investment Committee, representing the Long/Short Equity side of the business.On the morning
of what would turn out to be my last day in the business, I ducked out of our Midtown office right
before noon and walked down Fifth Avenue to buy a new pair of black loafers. The soles of the
ones I had on weren ’t exactly worn out and might have even lasted me another six months, but
with my son Jack due to be born in the coming week, I felt it was time to start the next chapter of
my life.So did my bosses at Carlyle-Blue Wave.Later that afternoon I was told I was being let go.
My days trading a “book” for a hedge fund were over. I packed up my personal belongings,
books, files, and notebooks into a couple of cardboard boxes, but I left my old shoes in the
office. When those dusty loafers were mailed to me a month later, I had already forgotten about
them.But I smiled.During my brief time at Carlyle-Blue Wave, the first cracks in private equity and
in hedge funds—and in the financial markets in general—were starting to manifest. The
widening subprime mortgage crisis was starting to dominate the financial press. It was clear, to
me anyway, that a top had been reached and probably surpassed. My final month of trading on
Wall Street was a profitable one. My shorts were finally beginning to work out. But there was just
no denying that I had turned in an unprofitable third quarter of 2007. Although the market took a
nosedive in the early part of that August, it whipsawed right back up again later in the month and
into September. In the end I’d been too bearish, too soon. Now I was being shown the door.I had
enjoyed the ride, made my eight figures, notched positive returns in 21 of 24 quarters. Still,
unless you run the place, the hedge fund business is about being right each and every quarter.
Being right early is called being wrong. But it seemed my last “call,” on the global market and on
the asset management industry, was turning out to be right after all.As my hedge-fund trading
days came to a close in the autumn of 2007, the seeds of a new type of real-time research firm—
something akin to a virtual hedge fund—took root in a financial blog I had begun writing. My
audience at first included a few friends and former colleagues from the Street, but I mostly wrote
for myself. For years, I’d diarized all of my investment decisions, logging observations and data
points meticulously into 10 × 7 7/8 inch collegiate style composition notebooks, marble covered,
100 sheets per notebook. With spare time no longer a scarcity, I started writing every day, often
recalling my experiences as an analyst and as a fund manager.And I kept making calls on
markets, and wrote about them, to keep an on-the-record hand in the game. One day, when my
son was old enough, I could show him that in the last game Dad ever played as a hedge fund
manager he got kicked off the team when an MVP trophy would have been more
appropriate.Having closed on October 9, 2007, at a record high of 1565.15,1 the S&P 500
reached 1576.09, intra-day, on October 11, before entering the initial stage of what would be a
monumental decline. Convinced the worst was yet to come, I began sharing my market views



with anyone who cared to read them. I published a blog, MCM Macro, my token attempt to bring
some semblance of transparency to the investing world, starting with publishing every call I was
making and articulating the reasons why. Every call is still up there on that site. I made short-
term, and longer-term forecasts, always owning up to miscues, always an open book insofar as
my rationale was concerned. Never that strong a writer, I was finding I enjoyed it, looked forward
to it, and tried to improve. I wrote constantly. I wrote from a position of truth. I had no agenda
other than to chronicle my process and thoughts. No such “open book” existed in the hedge fund
world, or for that matter at the large 3 banks and investment brokerage houses that sell research.
In a market growing more perilous by the day, I was now giving former colleagues, family
members, and friends full access to my portfolio management process. They saw every call in
real time. In an industry that needed to creatively destruct before it could truly change, I felt like I
would do my small part by being accountable in the meantime, even if I was merely a virtual
Portfolio Manager.On Tuesday, April 1, 2008, I posted a three-month performance report for my
MCM Macro model portfolio: +2.2 percent, compared to -10 percent for the S&P 500 and -14
percent for the Nasdaq. Along with a few partners, I officially opened the doors of Research
Edge, my new firm, that month in New Haven, Connecticut, in a restored mansion once owned
by hefty ex-U.S. President William Howard Taft, just a short walk from the Yale University
campus.As it turns out, my idea for a fresh approach to investment research had some heft of its
own. I’ve since hired some 30 full-time employees, many of them former hedge fund analysts,
including a few ex-Blue Wavers, at a time when the Street was laying off thousands. The roster
of buyside firms that have regularly come to rely on our research has swelled from just a few to
more than 100.Why this book? Why now?Since leaving Wall Street to do real-time macro
research, the facts have largely played out on my side of the macro calls, calls that sorely
needed to be made. I don’t think there was any remarkable genius to my viewpoints; oncoming
financial catastrophe was readily apparent to anyone who was allowed to be
objective.Unfortunately, the hedge fund business pays a higher multiple for short-term
performance than it does long-term adherence to principles.We’ re only now seeing the ugly
side of that reality. Wall Street’s latest cycle of earnings gamesmanship and off-the-charts
leveraging constituted an ambitious compensation mousetrap, not a sustainable business
model.When former Trader Monthly (now defunct) executive editor Rich Blake and I embarked
on the early brainstorming for what would become this book, around December 2008, the timing
and collaboration felt right. Wall Street was on its knees. Bernie Madoff was exposed. Rich and I
both agreed our overriding goal would be to provide a stark, insider’s view of the hedge fund
world, famously secretive and not well understood. Criticism would be meted out with
context.While the hedge fund industry has just gone through a significant shakeout, we expect
even more contraction going forward. Assets in hedge funds, once estimated to be as high as
$2.9 trillion in the second quarter of 2008, dipped to $1.8 trillion as of the second quarter of
2009, according to . On average, hedge funds lost 18.3 percent in 2008, according to Hedge
Fund Research. Many funds faced an onslaught of redemptions and requests for redemptions



and, factoring in both outflows and investment losses, saw their assets cut in half during the
financial crisis. Looking at the deep end of the pool, some 268 U.S.-based hedge fund
management companies had at least $1 billion in assets as of July 1, 2008, controlling a
collective $1.68 trillion, according to Hedge Fund Intelligence. The number of U.S.-based
management companies with at least $1 billion in hedge fund assets had, by the second quarter
of 2009, dipped to 218 companies controlling a collective $1.13 trillion, according to HFI. ’s
database of individual funds with at least $100 million under management numbered 1,748 in
June 2008; in June 2009, HFN said there were only 1,129 funds that big. At one point prior to the
market meltdown, the total number of hedge funds was believed to have exceeded 10,000,
according to HFN. Likely there were even more individual funds, or limited partnerships (LPs),
than the estimates could capture when one considers enigmatic offshore vehicles. Hedge Fund
Research says 1,471 hedge funds liquidated in 2008, with 778 of those happening in the fourth
quarter alone. That’s a 15 percent lop off. Another 668 funds liquidated in the first half of 2009,
according to HFR. While performance seems to be turning around at some funds, and new
vehicles are always starting up, I still would not be surprised if another 10 to 15 percent of all
hedge funds shuttered over the next year or so. I would not be surprised if such a pace of hedge
fund shuttering continues in 2010.For those who are still specifically working at hedge funds,
and in the financial industry in general, who survives and who thrives will depend on who among
the pack most enthusiastically embraces principles and sound practices, old-fashioned
concepts such as putting customers first, no matter what. Now is the time to look in the mirror
and rebuild the trust that has been destroyed. Work ethic and handshakes are important to me. I
think they are to other people, too. Accountability and trust are transcending “trends.” I believe
these trends are just now taking hold and that the U.S. financial system is headed in a new
direction.Just as politics were transformed by YouTube and Twitter, so too will the financial
markets as they inevitably succumb to unprecedented transparency. From Madoff to AIG,
financial cataclysm has drastically changed the way the industry is perceived. The barn door has
been blown off its hinges, and the public at large continues to stare inside with disbelief.Some
92 million Americans have money invested in mutual funds, according to the Investment
Company Institute. Around 62 million Americans participate in some form of retirement plan,
according to the Employee Benefit Research Institute. An estimated 47 percent of American
households, or 54.5 million households, have some form of ownership of stock or bonds,
according to a joint study done by the ICI and the Securities Industry and FinancialMarkets
Association. Has anyone from Wall Street told them anything about the financial meltdown that
they can understand? Or believe?No matter what you glean from reading about my experiences,
I trust you can see that the highs, lows, and lessons of a hedge fund manager are of no greater
significance than those of any other profession. We all share the same intrinsic motivations, in
work, and, for that matter, in life: to create; collaborate; meet challenges; take worthwhile risks,
and avoid unnecessary ones. Money may or may not be the root of all evil, but we all crave
validation. We all get up every morning hoping that everyone else is doing the right thing when



nobody is looking. What follows is a glimpse, mine, of what hedge funds were doing during this
past decade.Keith R. McCullough CEO, Research Edge New Haven, Connecticut Third Quarter
2009CHAPTER 1CATCH A WAVEThe recruiter’s message was garbled and vague: Large, well-
known private equity player looking to launch multi-strategy hedge fund. It was late November
2006. I already worked for a large, well-known hedge fund firm, Magnetar Capital. Magnetar was
launched in April 2005 by a 39-year-old numerical savant named Alec Litowitz, formerly the
Head of Equities at Citadel Investment Group and considered to be a master of merger
arbitrage. Litowitz had joined forces with ex-Glenwood Capital Partners president Ross Laser.
Man Group Plc had acquired Glenwood in 2000, producing a nice windfall for Laser; Litowitz,
meanwhile, had been producing handsome profits at Citadel. Together, the two set up
headquarters in Evanston, Illinois, outside Chicago and not far from Northwestern University.
Magnetar opened its doors for business with $1.7 billion in assets under management. At the
time, it was one of the largest hedge fund startups ever. Less than two years later Magnetar’s
assets neared $4 billion, it had expanded its reach to open offices in New York and London, and
it was charging after numerous forms of portfolio strategies not limited to merger arb or
equities.Around the time Magnetar was forming, I launched, along with my partner Harry
Schwefel, a hedge fund management company called Falconhenge Partners, and a flagship
hedge fund of the same name. We put up some impressive numbers, which eventually came to
the attention of Laser, who proposed folding our team into Magnetar. Laser wasn’t alone in his
pursuit during the first half of 2006. Dan Och of Och-Ziff Capital Management was also courting
Harry and me. Deciding which offer to take put us in an enviable position, although it was still a
difficult choice. In May 2006, we chose Magnetar.The recruiter called not long after I’d joined
Magnetar’s New York office, and I wasn ’t looking to leave. So I ignored the message.Most
hedge fund portfolio managers (PMs), if they’ re any good, can expect to hear from a
headhunter now and again, perhaps every other month. In the latter half of 2006, with hedge
fund mania spiking, it seemed like I was getting calls from PM-seeking recruiters every other
week.Later that same November afternoon, the recruiter called again, and I let her go to voice
mail again. This time, she mentioned the name of the firm looking to get into the hedge fund
business: The Carlyle Group.After the close, I called her back.In terms of sheer size and clout,
few investment firms are on Carlyle ’s level. Around the time it set out to conquer the hedge fund
business, Carlyle’s total assets under management were nearing $60 billion, spread across 50-
plus funds, mainly in private equity vehicles, and via those funds Carlyle controlled huge stakes
in hundreds of companies all around the world. With alternative asset management rivals The
Blackstone Group and Fortress Investment Group both preparing to go public, it was hardly a
secret that Carlyle might be entertaining a similar course.Based in Washington, DC, the firm was
setting up its new hedge fund arm, Carlyle-Blue Wave Partners, in the heart of Midtown
Manhattan, securing prime commercial real estate on the Avenue of the Americas just south of
Central Park, the New Wall Street, post- 9/11. I was told Carlyle was sparing no expense, setting
a launch target of $1 billion. Considering the firm ’s access to institutional channels, corporate



and state pension funds, nonprofit foundations, and university endowments, not to mention the
world’s wealthiest individuals, such a goal did not seem like a stretch. To Carlyle, $1 billion was
strategically nimble.My curiosity sufficiently aroused, and having apparently passed the
recruiter’s smell test, I soon sat down with the two ex-Deutsche Bank executives who had been
tapped by Carlyle CEO David Rubenstein to create Carlyle-Blue Wave. Rick Goldsmith and
Ralph Reynolds had formed a joint venture along with Carlyle that August and promptly set
about building one of the largest, most ambitious hedge fund startup teams yet created in an era
marked by a series of sizable, noteworthy hedge fund startups.Reynolds had been Deutsche
Bank’s global head of proprietary trading and would serve as Carlyle-Blue Wave’s CIO;
Goldsmith, who had been in charge of a highly profitable hedge fund division of Deutsche Bank,
would be the Chief Executive. They teamed up on fundraising and recruiting fund managers.
They made quite a pair—Reynolds reserved to the point of saying next to nothing but listening
intently, Goldsmith doing all the talking, amiable and sharp. Following a second episode of the
“Rick and Ralph Show,” I found myself on an impromptu tour of Blue Wave’s new digs,
completely empty at the time except for some workers doing renovations. The trading floor would
be top flight, ultramodern, and it would be enormous, taking up the office tower ’s entire 16th
floor. The space previously had been occupied by Archipelago Holdings, the electronic trading
platform which one year earlier merged with the New York Stock Exchange. Around the floor’s
perimeter were several spotless glassed-off rooms, earmarked for various sector teams that
were in the midst of being assembled. Carlyle-Blue Wave, I’d been told, was building a dream
team, and I didn’t doubt it. A few months earlier, after hedge fund heavyweight Amaranth
Advisors imploded, a number of hedge fund competitors scrambled to pick off the firm ’s most
talented traders not based in Calgary, Alberta.2 Several of them, including long/short veteran
John Bailey, would be joining.I stared around the room at the rows of empty workspaces.
Goldsmith said the floor plan had my group, Long/Short Global Consumer, situated in the dead
center of it all.At some point after that second meeting, Goldsmith was feeling me out for my
“number,” which meant my compensation requirement—what would get me to leave my current
employer? Thankfully, this wasn’t my first negotiation rodeo. In the end, “Rick and Ralph” came
back with an offer that would be very hard for me to turn down.But I’d had some other
requirements as well. I would get to handpick my own investment team, whomever I wanted. Of
course. Additionally, I would need to attend any industry conference event anywhere on the
planet—travel anywhere my research led me. Not a problem. As a kicker, and since I commuted
into Manhattan from Westchester County, I wanted to be put up one night a week in a four-star
hotel, of my choosing, near the office. Done.That night, I talked over Carlyle’s offer with my wife
Laura. She’d worked on Wall Street, too, and knew this was a rare opportunity. Few hedge fund
jobs on the Street were of this magnitude. As a Carlyle-Blue Wave PM, my research team, my
access to executives, my sphere of influence, would be scarcely matched. Corporate America
was at my disposal.“This is what you’ve always wanted, isn’t it?” she’d asked.I suppose. But the
decision had come down to the money, the title, and the prestigious platform versus the



satisfaction of working with a close, collaborative team. That’s what I had with my existing
colleagues, particularly Harry, my thought partner of nearly four years. Money and title versus
loyalty.I took the money and the title.That December, the Carlyle-Blue Wave gig largely secured,
my bank balance about to reach a level I never dreamed possible, and the holidays
approaching, I boarded a flight, along with my wife Laura, to Thunder Bay, Ontario. A snowy
Christmas in Thunder Bay surrounded by family and friends had become an annual grounding
ritual, no matter what was going on in my life. Certainly, I had come a long way.In just under one
year I’d gone from running a startup hedge fund with tens of millions, to overseeing hundreds of
millions, to now, at age 31, becoming part of a group that was seeking to start off with $1 billion
housed within a still larger group that managed north of $50 billion. My ascent through the hedge
fund ranks had been a rocket ride at a time when the industry was erupting, in terms of numbers
of funds, assets in them, and compensation totals for the guys in charge. Whether I realized it at
the time—and in some ways I think I did—the apex of the hedge fund bubble was at hand. Sitting
around the Christmas tree with my family, the Wall Street world, for the moment at least, did not
exist. Apart from my dad and my younger brother Ryan, who asked me questions now and again
about what it was that I actually did for a living, no one else back home knew much of anything
about what I was up to in the Big City.It’s not that people from Thunder Bay disliked hedge fund
managers; they just didn’t give a hoot. Which was fine by me, and one of the main reasons why I
always return there.CHAPTER 2SHIPPING OUTThe city of Thunder Bay, actually an
amalgamation of two cities, Fort William and Port Arthur, sits atop Lake Superior in northwestern
Ontario, right smack in the middle of the continent. It’s an hour’s drive from the U.S.-Canadian
border, not far from Duluth, Minnesota. Actually one of North America’s earliest known trading
hubs (Paleo-Indian, pelts, we’ re talking 1,000 years ago), Thunder Bay has long been a
gateway for freighters carrying lumber and wheat from Western Canada down through the Great
Lakes and into the St. Lawrence Seaway. Towering steel grain elevators, black and gray, still
mark the lake head to this day. The city maintains a viable forestry industry, and transportation
sector manufacturer Bombardier has a plant here, too.To Canadians, though, Thunder Bay is
best known for producing something far more valuable than timber or subway cars. Thunder Bay
makes hockey players.Growing up, kids get fitted for ice skates around the time they learn to
walk. I was skating at 3. My first House League games were played as a 5-year-old. I came of
age following the exploits of a fellow Ontario kid named Wayne Gretzky at the dawn of his
career, first in the World Hockey Association and, after it folded, with the National Hockey
League’s Edmonton Oilers. All of us kids idolized The Great One, and of course, we all watched
the Toronto Maple Leafs on CBC’s Hockey Night in Canada, and we all dreamed of someday
playing in the NHL.For some of us, playing professionally wasn’t all that far-fetched a
proposition. My hometown has produced a steady torrent of NHL players over the decades, and
nine current players. The most famous are the Staal Brothers, Eric, Jordan, and Marc, who grew
up on their dad’s sod farms about 20 minutes from my house. Bill “Goldie” Goldthorpe, a semi-
pro legend and the inspiration for the Ogie Oglethorpe character in Slapshot, lived and played in



Thunder Bay. Though not in the same league as Slapshot, the 1986 Rob Lowe flick Youngblood
contained an epic goon character, “Racki,” of the Thunder Bay Bombers.Around the time
Youngblood came out, I was one of Thunder Bay’s rising Squirt prospects in my age group.
Aggressive and quick to the puck, I always led my teams and my leagues in scoring. My mom
Vivianne, an elementary school principal, and dad John, a firefighter who’d played competitive
hockey in Thunder Bay, drilled it into my melon that if I worked hard, if I put in the ice time, I could
one day make it to the NHL. Playing for the Leafs became my dream.During the winter, I woke up
at dawn to get in some extra ice time before school. I shot pucks in my basement and in the
backyard.I shot pucks at the side of the garage and at my little brother. I hung around the
outdoor rinks all day, skating with the older kids in the neighborhood—no referees, parents, or
rules beyond “be home in time for dinner.” In a city teeming with hockey talent, I thought if I
worked that much harder than everyone else, I would have an edge. Shivering in the front seat of
my dad’s pickup truck at 5 A.M. on absurdly cold winter mornings, I might not have fully
appreciated the value of preparation, but I’ve since found it trumps all else, in sports or
business.By the time I was a freshman in high school, I was playing for the top all-star team in
the region, the Thunder Bay Kings. Only three teams mattered in the T-Bay feeder system when I
was growing up, and they were the two Triple-A Kings teams (one for 13-year-olds, the “Pee
Wee” division, and one for 15-year-olds, or “Bantams”) and the Junior Hockey powerhouse
Thunder Bay Flyers. In Canada, Junior Hockey is a big deal, and features numerous leagues
and thousands of the best young players, between the ages of 17 and 20, battling for an
invitation to the Junior-A leagues, such as the Ontario Hockey League, part of the Canadian
Hockey League, a direct pipeline to the NHL. Important NCAA Division I scouts mine Canada’s
Junior leagues for talent as well.3I was determined to play for the Thunder Bay Flyers, and I
couldn’t turn 17 fast enough. As a 14-year-old I played on the Kings ’ 15-year-old team, and I
helped the team reach the Canadian Tire Cup tournament where we lost in the provincial
tournament to the Toronto RedWings. At 16, I wanted to try out for the Thunder Bay Flyers, but
the coach, Dave Siciliano, told me in no uncertain terms I wasn’t ready for the Flyers. My dad
always told me “don’t be the big fish in the small pond.” He always prodded me to compete with
the older kids. Instead of waiting another year and playing on the Kings within my age group, my
dad convinced me that I had to compete in the big pond. In 1991, a Central Junior Hockey
League team, the Brockville Braves, then coached by Rick Ladouceur, invited me to come to
their training camp. I made the team. I had my shot to play junior hockey, pretty much unheard of
for a kid my age. No one I knew from Thunder Bay had ever left town at 16 to go play Junior-A
hockey. If you did try to play outside the T-Bay system, you were pretty much blackballed from
then on. I packed some clothes, my blow dryer and a boom box into a blue tickle trunk (with gold
buckles) that my dad went out and bought for me, and just like that I was shipped down to
Brockville, a 15-hour drive to the southeastern part of Ontario.Well, it took me a while to adjust to
being away from home. I missed my mom and my younger sister Cheryl more than they’ ll ever
know, although I didn’t miss my little brother quite as much, not at first anyway, because growing



up we shared a room and that arrangement had run its course. But soon enough I ended up
missing him too. I lived with a billet, or “host” family,” Roz and Eric Verbrughe, terrific people, and
hell -bent on feeding me humongous plates of food. Coming up through the T-Bay hockey
system, I was 5’7”, 150 pounds, so as a 14-year-old, coaches thought I was going to have some
size when I got older. But I never grew any more. When I arrived in the CJHL, I suppose I was
considered something of a runt, but I chased after the puck with a vengeance. The guys on the
team naturally called me “Mucker.”4 I remember the feeling when I stepped on to the ice for my
first game, hearing my dad in the back of my head saying that it was better to be the small fish in
the big pond and realizing in the seconds before my first shift that all my prior accomplishments
on the ice back home had absolutely no bearing on the moment at hand.Hockey is a violent
sport. If you consistently put the puck in the net, opposing teams will come after you, and come
after you hard. I learned to take a beating, which would be invaluable to me years later on Wall
Street.In my playing days, I’d had my throat slit open by a skate blade and my cranium split by a
slapshot. I’ve lost teeth, broken my wrist, my hand, and multiple fingers. I ’d also generally been
subjected to miscellaneous beatings. During my rookie season in Brockville, playing in a game
on the border of Quebec against the Hawkesbury Hawks, I “snowed” the opposing goalie, using
my momentum, skate blade, and the surface to spray him with a coating of ice shavings. It was a
rookie move, not lost on a burly, 6’3” Hawks defenseman named Dan McGillis who
crosschecked me as payback. On instinct, I turned around and took a swipe at him with my
glove. McGillis ripped the face cage off of my helmet, plastic and screws snapping, and then
proceeded to use me as his personal speed bag as a French-Canadian deejay at the
Hawkesbury arena provided a disco soundtrack to the entire spectacle. McGillis would go on to
play in the NHL.During my second season with the Braves, I blew out my knee, badly, after
colliding with another player. Now in my second season, I was, at only 17, one of the top players
a third of the way through the 1992-1993 season. But it didn’t matter. Playing hurt, I was
noticeably wobbly. I’d lost a stride. The Braves coach, Fred Parker, who had arrived in 1992 to
replace Ladouceur, told me one dark December day after practice to head up to the General
Manager’s office, tucked above the stands, almost in the catwalk of the Brockville arena. Parker
was kind of a meathead type. He never liked me; I wasn’t his guy, and I didn ’t suck up to him.
The rink was dim, quiet, as I hobbled up to the cramped office, hockey photos and memorabilia
strewn everywhere. Parker was sitting inside drinking a coffee or something with the GM, a
grizzly old timer with white hair and a red face named Mac MacLean. “We’ re trading you,”
MacLean informed me with all the emotion of a butcher weighing a half pound of ground chuck.I
was stunned, and angry. Traded? Traded where?I’m fairly certain I told them both to shove off,
except I think I used much harsher phrasing. I left the rink feeling lost and alone. It was freezing
cold, a few days before Christmas. I was real homesick. It was, literally, at the time, anyway, the
worst moment of my life.I phoned my mom from the Verbrughes’ kitchen.“I’ m coming home,” I
told her. “Hockey’s finished. ”“For the season?” she’d asked.“No,” I replied. “Forever.”I flew home
the next day, really glad to be back in Thunder Bay, eating my mom’s food, seeing friends,



although immediately I could tell there were some people in my hometown who were pleased I
had failed. Or rather, they were pleased I did not succeed.Over the Christmas break my knee
healed up and I began skating again, spending hours alone with my thoughts, and feeling guilty
about quitting. Out there on the outdoor rinks, the hockey bug bit me all over again. I started
going to Thunder Bay Flyers games with my friends. Sitting in the stands, watching, I observed
the players I grew up with, more as a scout than a fan, picking up strengths and weaknesses. I
knew in my heart that I could skate with them. I always had. Late in December, the Flyers gave
me a tryout of sorts, and I skated well, but it was brutal. No one on the team wanted me there
(the players saw me as a threat to their ice time and the coaches disliked that I’d gone outside
their system) and, in the end, once again, the coach told me I wasn’t quite Thunder Bay Flyers
material.As it turned out, right around the same time, that old battle-ax Mac MacLean wound up
arranging another trade, one that shipped me 17 hours southeast to Pembroke, Ontario, to play
Center for the Pembroke Lumber Kings. I jumped at the offer and vowed to my dad and myself
not to let it go to waste.In my first games with the Lumber Kings I was still a half-stride slower
than before, but I learned how to grind and help the team win. The Brockville Braves were in our
division, so we must have played them a half-dozen times a year, and I think we beat them fairly
consistently. Whenever I put one in the net, I’d skate by the Braves bench and yell to Coach
Parker some profane instruction on what he might do with each puck. In hockey that ’s called
chirping.I liked to chirp.Playing for the Lumber Kings, my game excelled. That’s where I came
into my own as a player again, as a winner. When I was named team captain in 1994 it was one
of the proudest days of my life. I felt blessed to have been given a second chance to play the
game I loved. Playing for the Lumber Kings taught me the importance of believing in myself. It
gave me confidence. It ’s how I ended up going to Yale.My first day walking around the Yale
University campus in New Haven, Connecticut, I kept looking around thinking to myself the
whole time: Wow, these are the top students in the world; what am I doing here? Most likely
many of these same students stared back at me wondering why is that guy wearing cutoff denim
shorts?I was assigned to the third floor of Vanderbilt Hall on the Old Campus. Most Yale
students, even the upperclassmen, tended to live on campus. I quickly made friends with a
couple of the guys in the four-man suite next to mine, one of whom was an easy-going tennis
player from North Carolina named Reid Lerner, and the other, Michael Blum, the Hong Kong-
Montreal-Cologne—reared son of a German textile industry executive. Hockey practice started
up right away, so between classes, ice time, weight training, and a tutor,I stayed busy. I majored
in Economics only because it sounded like it had something to do with business. I wanted to
learn something here that might help me start a small business one day. Back home, in the
summertime, when I wasn’t playing hockey, I ran a six -man landscaping-contracting company,
called the College Gophers.My dream to play professionally led me to play an extra year of
junior hockey, trying to make up for my lost season in Brockville. When I was recruited to Yale by
the team’s assistant coach, C.J. Marottolo, I was a 20-year-old freshman, and I had lived much
of the time on my own since age 16. I remember pledging a fraternity those first few weeks of



school and realizing midway through the second pledge ritual that frats were not for me; I didn’t
do groupthink, and I didn’t bow down to anyone. Plus, I was swamped. Hockey dominated my
life. I was at ease in the locker room. We had one of college hockey’s greatest coaches, Tim
Taylor. Taylor seemed to be in a soul-searching phase of his career, having just wrapped up a
disappointing stint as coach of the U.S. Olympic Hockey Team, which had not fared well during
the Lillehammer Winter Games in 1994. His program’s mantra seemed to be relegated at the
time to “just being competitive.” I think the general attitude around Yale (which had competed in
the first collegiate hockey game ever played, a century earlier) was that the Bulldogs simply
were never going to be an elite NCAA program but should at least be able to compete. In the
previous two seasons the Bulldogs had finished in last or second -last place. But I looked around
the locker room. I saw we had a stellar freshman goalie, Alex “Westy” Westlund. He was a
ridiculous competitor who would not settle for backup status very long. My first season, 1995
-1996, Yale had one of its single worst years ever, losing 23 games, a school record at the time. I
played every game that year. When Coach Taylor would say after a loss, “Hey, you guys
competed right there with those guys—you should feel proud.” I’d look at Westy and see he had
the same look on his face I did, a perplexed grimace that said I don’t just want to compete, I want
to win.In my sophomore season (1996-1997) we played better, and improved to 10 wins, 19
losses, and 3 ties. I led the team in scoring and penalty minutes that season. The next season,
my junior year, we did more than compete. The team registered the winningest season in the
history of Yale hockey, an honest-to-goodness Cinderella story. With a 23-9-3 record, the
Bulldogs notched the most wins in the history of the program at that time and won the school’s
first - ever regular season Eastern Collegiate Athletic Conference (ECAC) Championship. Our
team Captain, Ray Giroux, was named ECAC player of the year; Westy brought home the
Dryden trophy for the league’s best goalie. We were the toast of New Haven—students and
people affiliated with the university were ecstatic about the program’s newfound glory, including
alumni and former Yale hockey players. One of those former players wound up offering me an
internship at his securities trading firm in the summer of 1998 prior to the start of my senior year.
His name was David Williams, but everyone knew him by his nickname, Tiger. Thanks to him I
was about to earn my first stripes on Wall Street.
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WG, “Entertaining Read about Hedge Fund World from 1996-2007. If you are familiar with
Hedgeye, then this is the story behind the man. He is quite a character, and as a result, it is a
very entertaining read. You get to hear how he evolved his process to the current work at
Hedgeye. While this is certainly more of a biography than a guide to hedge funds, it does a little
bit of both. It would be great to get an update on his opinions now that he has been running his
new firm for another market cycle. The last part of the book is a guide to most of the guys who
started Hedgeye.  Interestingly, most of them are still there.”

J. Durkin, “Question Answered. I bought this book in hopes of better understanding what makes
McCullough successful. Was he the son of a Wall Street investor that showed him the ropes of
Wall Street? Nope, not even close. His father was a Irish, Catholic, rock-solid fireman/contractor
who raised he kids to understand the importance of preparedness. Was Keith a super brain?
While McCullough often tells that he had the lowest SAT at Yale and had his first English paper
returned because the professor refused to grade the poorly written paper. He did go to Yale (and
played hockey). Sports may have played the biggest role in shaping Keith. It developed his ability
to "chirp" his competitors making life-long friends of his teammates and arch enemies of his
competition. All in all, McCullough shares how a young kid from Canada grew into a successful
hedge fund manager taking his lumps along the way.”

JimC - TX, “Knowing the background story makes it personal. Nice quick read on the
background story of Keith McCullough, aka "Mucker". Since I am (happily) spending $2000+
annually for some of Hedgeye's research and macro product I wanted to learn the back story.
Glad I picked up the book as it confirms my opinion in the credibility and honesty of the research
and opinions I get everyday from Keith and his team of sharp analysts. A Canadian success
story in Connecticut!  -JimC-TX”

Keith R. Snyder, “Interesting inside look. I don't know anything about how things work in Wall
Street-type operations or how someone gets there other than what I see in the movies. ;-) This
was really interesting to see some details in the life of someone who is in that business. (Full
disclosure: I am a happy Hedgeye subscriber, and so a fan of the author.)”

Alli M, “Risk Management. It is a quick, light, informative easy read. The book brings a how to/
how not to function in the world of money and risk management. The lesson is to emphasize risk
management. I thoroughly enjoyed "Diary of a Hedge Fund Manager."”

J. Kleca, “Quick Read about The founder of Hedgeye. Very interesting read about the author. It’s
definitely more of a personal story and won’t give much insight to his process. But if you’re a fan
of hedgeye it gives you some appreciation for the experiences that made Keith who he is.”



Smallcloud, “Get in the mind of a hf manager who’s burnt bridges and not looked back. Actually
a lot better than the cover design implied. Worth reading.”

Aaron Jackson, “insightful from the inside. I liked the candor from the author about risk, math,
opinion & expertise.”

Flammia, “Good read. good book to read”

leica_nikon_dude, “Go Hedgeye Nation. Great book. See hedgeye dot com for more information
on the investing process.”

German, “Great Book. This book gavef me a great insight of the historia of Hedgefunds and how
to manage money following a proccess”

The book by Keith McCullough has a rating of  5 out of 4.4. 121 people have provided feedback.
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