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THE LONG PULL: Book Notes (Soros on Soros)

One of the best aspects of my job is that | get paid to learn things. That usually
involves reading everything | can, as much as | can, and meditating on all the
information.

But I've slacked on the most important part of learning: writing Book Notes reports. My
last Book Notes report was in November 2024 on Ted Warren’s How To Make The
Stock Market Make Money For You.

That’s too much time between Book Notes.

Yes, there are always things to do in the markets, and | can always find interesting
stocks to write about and research. However, | should spend most of my time
preparing my mind. That means reading, learning, and writing about what | learned
from reading.

| love the Louis Pasteur quote, “luck favors the prepared mind.” It’s true. The more time
| spend reading and learning, the more | prepare my mind to capitalize on new trading
ideas. And the better my trade ideas, the more time | have to prepare my mind
(because | let the trades do their thing).

So here’s to more Book Notes, damnit. Because it’s the right thing to do — for me, for
you, for our trading performance.

These Book Notes aim to remove the fluff and share my favorite parts from each
chapter. Expect tons of quotes along the way.

Let’s get after it.
Soros On Soros: Trading, Psychology, and Reflexivity

| finished Soros on Soros in late August. It was my first time reading the book. | know,
it sounds heretical because | work with Alex at Macro Ops — and Soros’s trading is
something of lore around MO HQ.

But it was well worth the wait.


https://operators.macro-ops.com/wp-content/uploads/2024/11/Book-Notes_-How-To-Make-The-Stock-Market-Make-Money-For-You.pdf
https://operators.macro-ops.com/wp-content/uploads/2024/11/Book-Notes_-How-To-Make-The-Stock-Market-Make-Money-For-You.pdf
https://operators.macro-ops.com/wp-content/uploads/2025/06/The-Long-Pull_-Revisiting-Process-_The-Controlled-Burn_-.pdf
https://www.amazon.com/Soros-Staying-Ahead-Curve/dp/0471119776

The book discusses George Soros’s trading and psychology, early childhood
development, his maturity as an investment professional, philanthropy, reflexivity, and
geopolitics. We’ll focus on the trading and psychology.

| encourage you to read the book if you haven’t already.

On Portfolio Construction

Soros viewed his portfolio as a “building,” not some flat, two-dimensional collection of
tickers. Here’s how he structured his book:

“We position the fund to take advantage of larger trends — we call this macro
investing — and then, within those larger trends we also pick stocks and stock
groups ... Using our equity capital as the base, we construct a
three-dimensional structure that is supported by the collateral value of the
underlying securities ... The various positions reinforce each other to create
this three-dimensional structure of risks and profit opportunities. Usually
two days — one up day and one down day — are sufficient to tell us how the fund
is positioned.”

Druckenmiller says that Soros is the “best loss-taker [he’s] ever seen in the business.”
That’s why that last part is so important. Soros wants to see how his building performs
when the market is up or down. It tells him how he’s positioned, whether he’s under or
overexposed to any specific theme. The P&L doesn’t lie.

Absolute Fund vs. Relative Fund

There are hundreds of reasons why Soros’s Quantum Fund outperformed the market.
But the leading driver was the fund’s incentives. Soros understood that to truly
outperform the market, one had to outperform it on an absolute basis. In other words,
it’s not good enough to lose 8% if the S&P 500 lost 12%. You had to not lose money,
period.

“We are a performance fund, that is, we are rewarded mainly in proportion to our
profits rather than according to the amount of money we manage ... We try to
maximize the profits of the Fund because we receive a percentage of the profits.
Moreover, the profits are measured in absolute terms, not in relation to some
index.”

| love how Soros describes the LP-to-investor alignment (emphasis added):
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“That means taht we share on the downside as well as the upside: there is an
identify of interest between the shareholders and the management. Therefore, the
unspoken understanding with our investors is that they are passengers in a car
that we drive. Our destination is the same.”

Funny story about relative versus absolute performance comparisons ... Two years
ago, a Collective member emailed me about one of our quarterly portfolio updates. We
were up on the year and beating the indices. | included our performance relative to the
indices in the quarterly update, as | have always done (whether up or down).

The member responded by saying (and I’m paraphrasing), “Why do you compare your
returns to the S&P 5007 Isn’t your goal absolute performance, not relative
performance? It shouldn’t matter what the S&P 500 does. All that matters is if you
made or lost money.”

He was dead right.

On Choosing The Right Trading Instrument

Soros understood that there were right and wrong tools for the trading job. He followed
a hierarchy of trading instruments that emphasized liquidity, exposure, and size (i.e., he
could buy enough to make it worth it).

“Within our macro posture, there are decisions about stocks to buy or sell and
which instruments to use. Generally speaking, if we can implement a macro
decision with a macro instrument, we prefer to do that rather than to do it
through more specific investments ...

Let me give you an example. Say a stock fund is bullish on bonds. It may then buy
utilities. We would never do that. We may buy utilities, but only if we are keen on
those particular utility stocks. Otherwise, we’ll buy bonds because that gives us
more direct exposure.”

There are levels to this approach at Macro Ops. We’re a global macro shop. So if we're
bullish on gold, we’ll usually buy gold futures. But we also invest in thematics, and you
can’t buy a “Robotics Thematic” futures contract (at least not yet!).

That’s why we switched to a thematic ETF first approach, which | wrote about in my
Controlled Burn piece. If we’re bullish on a specific theme and can find an ETF that
tracks it, we should buy that ETF first. Then, if we find a single name equity with
enough torque/upside, we layer it into the ETF position.
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On Investing “Style” And Developing Hypotheses

Soros was the best loss-taker in the game because he understood the power of
reducing the left tail. If he could keep his losses small, the occasional home run would
more than compensate for the tuition payments.

Part of that system is knowing when to change your game: reduce or increase
exposure to a specific thematic, raise or lower portfolio leverage, go for the jugular or
reduce position sizing.

All of that requires immense flexibility, which Soros had.

“My peculiarity is that | don’t have a particular style of investing or, more exactly, I
try to change my style to fit the conditions ... | do not play according to a
given set of rules; | look for changes in the rules of the game.”

This Soros-like flexibility is one of the reasons Alex frequently quotes Bruce Lee, “be
like water.” Our job as investors isn’t to cling to one idea like it's the Ten
Commandments from God Himself. It’s to see what’s working in the markets, position
ourselves accordingly, and try not to lose money in the process.

That’s it.
Think of a few changes in the rules of the game over the past 18-24 months:

Al/Data Center explosions
Bitcoin surpassing $100,000
Gold hitting new all-time highs
The USD bear market

Tariff uncertainty

6. China’s critical minerals ban

A A

Those are just a few off the top of my head. The key idea is that it’s our responsibility
to recognize when these “rule-changing events” occur and to position the portfolio to
capitalize on such changes.

This begs the question, “how do you identify these rule-changing moments?” The first
step is developing a hypothesis about something. It could be a security, a global
macro idea, or a commodity trade. Soros developed hypotheses, used real-world data
to confirm or deny his hypothesis, and then traded accordingly (emphasis mine):
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“I work with hypotheses. | form a thesis about the anticipated sequence of events
and then | compare the actual course of events with my thesis; that gives me a
criterion by which | can evaluate my hypothesis.”

The Role of the Professional Insecurity Analyst

If you’ve been a Collective member for any amount of time, you know that I've
struggled (and sometimes still struggle) with imposter syndrome. So when | read this
section of Soros’s book, it felt like a breath of fresh air. | wasn’t alone in my imposter
feelings. In fact, | learned to use that sense of insecurity to my advantage, just like
Soros (emphasis mine):

“I think my analytical abilities are rather deficient, but | do have a very strong
critical faculty. | am not a professional security analyst. | would rather call myself
an insecurity analyst ...

| recognize that | may be wrong. This makes me insecure. My sense of insecurity
keeps me alert, always ready to correct my errors ...

But, being so critical, | am also quite forgiving. | couldn’t recognize my mistakes if
| couldn’t forgive myself.”

That last sentence might be the most important sentence in the entire book. The only
way to become “the greatest loss-taker” is if you constantly forgive yourself.

Soros also shows that you can’t have one without the other. You can’t just be
ruthlessly critical of yourself but not forgiving. You’d burn out. You also can’t be
completely forgiving without some level of criticism — you’d never learn from your
mistakes or push yourself to improve.

“Once we realized that imperfect understanding is the human condition, there is
no shame in being wrong, only in failing to correct our mistakes.”

Amen.

On Going Against The Trend

Most traders view Soros as a mega contrarian because he once broke the Bank of
England. However, Soros usually follows the herd and is often scared of taking a
contrarian view (emphasis mine):

“I am very cautious about going against the herd; | am liable to be trampled on ...
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The trend is your friend most of the way; trend followers only get hurt at inflection
points, where the trend changes.

Most of the time | am a trend follower, but all the time I am aware that | am a
member of a herd and | am on the lookout for inflection points.”

This is why we use RS Composite and RS Inflection screeners at Macro Ops. We want
to ride the trends that are working, but are aware that those trends could end, while
also positioning ourselves into areas that are inflecting higher ... maybe just starting
their trend.

Take our Defense/EU Rearmament thematic. That trend has been effective for the past
18-24 months, and we are positioned to benefit from it. However, we’re constantly
monitoring our hypothesis to see if a negative inflection is around the corner.

The same applies to precious metals and the miners. We’ll remain long as long as the
trend moves in our direction and the underlying technicals and fundamentals confirm
our hypotheses.

We’re constantly hunting for the big market tides while ruthlessly critiquing the current
waves we’re riding.

“I am good at riding the tide, but not the riplles of the swimming pool.”

I’m going to end with the most interesting part of Soros’s book: his thoughts on
working.

On Working

Before reading this section of the book, my hypothesis was that Soros worked harder
than anyone. More than that, he probably loved working harder than anyone. Late
nights pouring over macro data, scanning through thousands of charts, reading more
than anybody he knew.

And maybe he did that.
But one thing | learned from this book is that Soros does not like working hard.
Heresy! Here’s the man in his own words.

“More generally, running an investment portfolio is not work in the ordinary sense
of the word. It is something else. It is risk taking. The amount of work you need
to do is inversely related to your success ...
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If you are working at what is normally considered work, if you are a salesman or a
craftsman, your success is directly related to the amount of work you put in. The
more you hammer away, the more goods you produce, etc. There is a direct
relationship.

When you are taking risks, if you make the right judgement, if you have the
right insight, then you don’t need to work very hard. But if you make a
mistake, and there is a divergence between your hypothesis and the actual
course of events, you need to do some really serious research to find out what’s
wrong.

The less successful you are, the more you’re going to have to work to correct the
situation. If the portfolio is doing well, you’ll have to work less. There is an
inverse relationship.”

I’ve found that to be true in my investing, both at Macro Ops and my personal account.
The “hard work” comes from identifying the right trends, instruments, and thematics to
invest in. But if you do that hard work and you’re right, the reward is more profit with
less “work.”

Of course, | still “work” by reading the latest press releases, maintaining industry
knowledge, reading broadly to identify new inflections/thematics, and screening for
new ideas. But that inverse relationship still stands.

Here’s the best part ... the interviewer didn’t believe Soros’s answer! So Soros
elaborated (emphasis mine):

“Of course that’s how it should be done [inverse relationships]. I don’t like
working. I do the absolute minimum that is necessary to reach a decision.
There are many people who love working. They amass an inordinate amount of
information, much more than is necessary to reach a conclusion. And they
become attached to certain investments because they know them
intimtately.

| am different. I concentrate on the essentials. When | have to, I work furiously
because | am furious that I have to work. When | don’t have to, | don’t work.
This has been an essential element in my approach. If | knew what was going to
go wrong, I’d do something to prevent it. But that’s not how things work.”

| have a mentor who runs a value investing private partnership. He owns 15-20 stocks
and holds them for multiple decades. He’s always “doing nothing.” I’ll call him and ask
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about new ideas | have and if he’s found anything new. 99.99% of the time he answers
with, “No. I've spent most of my time reading. If something that | own declines enough
I’ll just buy more of that. | haven’t found anything really compelling.”

He may buy one new stock a year. The best part? He has compounded capital at an
annual rate of ~18% for decades. By doing nothing most of the time.

I’m still meditating on Soros’s work philosophy. You can’t “do nothing” if you run an
online investment research and publishing business. But that’s why | like Book Notes.
Sometimes there’s nothing to update, no new shiny investment to highlight.

Sometimes, the best use of my time is reading a book, writing my most memorable
snippets, and sharing it with you ... so you can do more “not working.”
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