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The Great Speculator

There are investors who make money. There are analysts who explain markets. And
then there are thinkers who change the way a whole generation sees finance. André
Kostolany belongs to this third, rarest category. Born in Budapest in 1906, active on
the stock exchanges of Paris, New York, and Frankfurt for nearly eight decades, he
died in 1999 — just weeks before the dot-com bubble began to burst, almost as if
history wanted to give him the last word.

Kostolany was never a portfolio manager in the conventional sense. He had no
Bloomberg terminal, no quantitative models, no army of analysts. What he had was an
almost uncanny feel for crowd psychology, a deep knowledge of economic history, and
an unshakeable conviction that the stock market is ultimately a machine for
redistributing wealth from the impatient to the patient.

This profile traces his life, his philosophy, and his lasting legacy — and asks the

decisive question: what can a speculator born in 1906 still teach us today?

Life and Career

1.1 Early Years in Budapest

Andrés Kostolanyi was born on 2 February 1906 in Budapest, then part of the Austro-
Hungarian Empire, into a well-to-do Jewish family. His father was a successful
businessman; the household breathed culture, music, and intellectual debate. Young
Andras grew up trilingual — Hungarian, German, and French — and absorbed the
cosmopolitan spirit of a fin-de-siecle Central Europe that would soon be shattered by
the First World War.

The family's relative prosperity allowed him to pursue a thorough education. He
studied philosophy and art history in Budapest and later at the Sorbonne in Paris,
disciplines that may seem remote from finance but would become the bedrock of his
market thinking: the ability to observe human behaviour, to think in historical cycles,
and to resist the tyranny of the immediate.

“The stock exchange is the only place in the world where you can be cheated,
robbed, and still thank the thief.”



1.2 Apprenticeship in Paris

In 1924, at eighteen, Kostolany arrived in Paris — officially to study, unofficially to
discover the world. His father's connections led him to a Parisian stockbroker, and the
young man found his calling instantly. He was not dazzled by the numbers; he was
fascinated by the people. Why did investors panic when fundamentals were intact?
Why did they buy when prices were at their peak? These questions would occupy him

for the next seventy-five years.

Paris in the interwar years was a crucible of ideas — Hemingway, Picasso, Keynes, and
Trotsky all moved through its cafés. Kostolany absorbed this atmosphere voraciously.
His first trades were modest, his losses educational, and his gains instructive. He
quickly grasped that success on the exchange was less about superior information than

about superior composure.

By the late 1920s he was managing money for private clients and had established a
reputation as a sharp, unconventional thinker. The crash of 1929, which wiped out so
many of his contemporaries, hurt him too — but the experience taught him the lesson
he would repeat for the rest of his life: only speculate with money you can afford to
lose.

1.3 Escape and Exile (USA)

The rise of National Socialism and the fall of France in 1940 forced Kostolany to flee
once more. With characteristically cool-headed pragmatism, he obtained a visa for the
United States and settled in New York, where he would remain through most of the
1940s. American capital markets in this era were unlike anything he had known in
Europe — deeper, more liquid, more democratic, and far more influenced by press and

public sentiment.

New York sharpened his thinking on the "mass psychology" of markets. He also
developed his theory of the relationship between money supply and stock prices during

these years — a contribution that predated modern monetarist thinking by decades.

1.4 Return and Media Star

After the war, Kostolany gradually returned to Europe, eventually settling in Munich
and Paris. Germany's postwar economic miracle provided a perfect stage. From the
1960s onward he became a media fixture — first in print, with his long-running column
in the German weekly Capital, and then on television, where his elegant manner and

calculated provocation made him the most recognised financial commentator in the



German-speaking world.

1.5 Late Fame

In his eighties and nineties, Kostolany's reputation only grew. His books sold in the
millions across the German-speaking world. He held packed seminars well into his
nineties, always with a cigar, always with a story, always with a paradox designed to
make his audience think. He died on 14 September 1999 in Paris, aged 93. The dot-
com mania was in full swing — within a year, his warnings would prove prophetic once

more.

Stock Market Philosophy

2.1 Speculator, Investor, Gambler — A Taxonomy

Kostolany drew sharp distinctions between three types of market participant. The
speculator acts on an informed thesis, accepts risk consciously, and has the nerve to
hold through volatility. The investor is a passive accumulator. The gambler — the
type he most despised — buys because a stock is going up, sells because it is going
down, and follows hot tips. Most retail participants fall into this category; they are the

necessary losers who fund the gains of the speculators.

2.2 Money + Psychology = Stock Markets

Kostolany's celebrated formula: stock market movements are determined by two
factors and only two — money (the quantity of liquidity available) and psychology
(the mood of investors regarding risk). When money is abundant and psychology is
optimistic, markets rise. Everything else influences markets only insofar as it affects

one or both of these variables.

“The stock exchange is nine-tenths psychology and one-tenth economics.”

2.3 Kostolany's Egg

The Egg is a visual model of the stock market cycle divided into six phases. Phase A
(bottom formation): prices low, volume thin, professionals accumulating. Phase B
(upward trend): prices rise, media positive. Phase C (top formation): prices high,

enormous volume, taxi drivers give tips — the speculator sells. The descent mirrors



this: D (distribution), E (downward trend), F (bottom). The prescription: buy in Phase
A, sell in Phase C, sleep through the rest.

2.4 Bull Markets / Bear Markets and the Dog on a Leash

The economy is the owner walking steadily; the stock market is the dog that races
ahead and falls behind but always returns. In the short run, stocks and the economy
can diverge dramatically. In the long run, they must converge. The skilled speculator
exploits the gap between the two.

2.5 The Four Gs

¢ Geld (Money): capital you can genuinely afford to leave invested for years.

¢ Gedanken (Thoughts): an independent thesis. Following the crowd guarantees
mediocrity.

¢ Geduld (Patience): the single most important virtue.

¢ Gliick (Luck): even the best speculator needs some.

The Ten Rules of André Kostolany

—_

Only invest money you can afford to lose.

Think for yourself. The consensus opinion is already in prices.

Be patient. Impatience is the investor's worst enemy.

Monitor interest rates and money supply. Everything else is noise.
Buy when there is blood in the streets.

Never average down on a loser.

Diversify across countries.

Ignore short-term noise.
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Read history.
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. Maintain your own opinion — but know you might be wrong.

Macroeconomics and the Role of Central
Banks

Kostolany was one of the first popular market commentators to argue systematically



that central bank interest rate policy was the primary determinant of equity valuations.
His framework: when rates fall, money becomes cheap, investors shift to equities, and

prices rise regardless of earnings. When rates rise, the reverse occurs. He applied this
with remarkable consistency, being bullish through the 1980s rate decline and bearish

in the late 1970s tightening cycle.

“With the interest rate, the central bank steers the economy as a car driver
steers the car.”

Asset Classes in Kostolany's View

Equities: the only truly inflation-proof long-term investment. Bonds: a tactical tool,
attractive when rates are high and likely to fall. Gold: crisis insurance, not a core
holding. Real estate: positive but illiquid and management-intensive. Commodities:
viewed with scepticism — they produce nothing.

The Psychology of Markets

Recurring psychological traps Kostolany identified:

Herd instinct: buying at the top feels safe because everyone is buying; selling at the
bottom feels sensible because everyone is selling. Loss aversion: pain of loss exceeds
pleasure of gain, leading investors to cut winners short and ride losers long — the
exact opposite of correct behaviour. Narrative capture: at every market top, a
compelling story explains why old rules no longer apply. Historical knowledge is the
defence. Anchoring: investors fix on a reference price and make decisions relative to

it rather than current reality.

“Anyone who doesn't master his emotions is not suited to profit from stock

market ups and downs.”

Famous Trades and Predictions

Post-war German equities (1950s): a systematic buyer when most investors were



still shell-shocked. The Wirtschaftswunder rewarded him handsomely. US equities in
the 1980s: argued Volcker's medicine was working and the decade would be a golden
age for equities — correct on both counts. German reunification (1990): argued the
initial panic was a buying opportunity — correct within years. Warning on internet
stocks (late 1990s): companies with no earnings were priced as if normal rules had
been suspended. He did not live to see the crash, but his warnings were prescient.

Kostolany vs. Other Investment Legends

Graham: micro-first (balance sheet, margin of safety) vs. Kostolany's macro-first
approach. Buffett: deep knowledge of individual businesses vs. Kostolany's broad
market reading. Both made fortunes, by opposite routes. Soros: the closest
philosophical relative — reflexivity theory mirrors Kostolany's "psychology" thesis.
Livermore: American counterpart, brilliant but destroyed by margin trading —
Kostolany's rule against borrowed money was in part a direct response to Livermore's

fate.

His Writings

Key works: Das grofse Kostolany Borsenseminar (1992) — his most systematic
exposition. Kostolany's Notizbuch — remarkable density of aphorisms. Die Kunst, iiber
Geld nachzudenken (2000, posthumous) — became a bestseller immediately.
Borsenpsychologie — cited as an early anticipation of behavioural finance. Estimated
1.5-2 million copies sold in the German-speaking world, making him by far the most

widely read investment writer in the region's history.

Significance for German-Speaking Investors

When Kostolany began his media career in the 1960s, direct equity ownership in the
German-speaking world was extremely low — the memory of two catastrophic
currency collapses had created a deep preference for savings accounts and tangible
assets. He spent three decades arguing, patiently and entertainingly, that equities
were the only asset class that reliably outpaced inflation over the long run. German
direct equity ownership rose from under 5% in the 1960s to over 20% by the late
1990s. "Das Ei des Kostolany" and "Kaufen und schlafen" have entered the permanent

vocabulary of German investment discourse.



Relevance Today

Technology changes; human psychology does not. The meme stock frenzies of 2021,
the crypto cycles, the SPAC boom — each was a textbook illustration of Phase C
dynamics. The monetary framework is, if anything, more relevant in the era of QE and
rapid rate hikes than when he developed it. His emphasis on patience is harder to
follow today — the constant stream of real-time prices and social media commentary
makes it psychologically difficult to do nothing. Where his framework shows its age:
the rise of index investing has demonstrated that passive accumulation outperforms
most active speculators over the long run. Kostolany underestimated this.

“Whoever is not sure about himself should not speculate. He should invest in an

index fund and not read the stock market pages.”

Criticism

Survivorship bias: his track record is self-reported; no independent audit exists.
Vagueness of timing: identifying Phases A and C with confidence is possible only in
retrospect. Neglect of microeconomics: his framework says little about which
individual companies to choose within a bullish macro environment. Modern market
efficiency: the information edges exploitable in 1960 are much harder to find in
algorithmic, high-frequency markets. Failure to foresee index investing: the
evidence that passive beats active over the long run was not compelling when he died,

but he showed no sympathy for the emerging case.

Conclusion — The Enduring Kostolany

Kostolany was not the greatest investor of the twentieth century, nor the most rigorous
analyst. What he was, uniquely, is the greatest communicator of stock market wisdom
in the German-speaking world. He made complex ideas about monetary policy, market
cycles, and investor psychology accessible to millions who had never studied

economics.

His core message — that the market is driven by money and psychology, that patience
is the supreme virtue, and that the speculator's advantage lies in intellectual
independence from the crowd — remains as true today as in 1924. For every investor



who holds through a bear market instead of panic-selling, there is a small echo of

Kostolany's influence.

“I have been wrong many times in my life. But I have always got back up. That is
the most important thing. Not the falls, but the getting up.”
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Glossary

Speculator (in Kostolany's sense)
An investor acting on an independently formed thesis — not a gambler or trend-

follower, but a disciplined contrarian with capital and patience.

Kostolany's Egg
A visual model of the market cycle in six phases. Buy in Phase A, sell in Phase C.

Money + Psychology
The master formula: stock prices are determined by available liquidity and

investor risk appetite.



The Four Gs
Geld (capital), Gedanken (thesis), Geduld (patience), Glick (luck).

The Dog on a Leash
The economy is the owner; the stock market is the dog. Long-term they converge;
short-term divergences are exploitable.

Phase A / Phase C

A: quiet accumulation at market bottoms. C: euphoric distribution at market tops.
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