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EMH, father of, 4
errors tend to be large, 106
ETF, exchange traded fund,

24
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fair game, 30
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median, 16
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Models, non-linear, 100
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Odean, Terrance, 2
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market, 7
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stop, 108
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portfolio, market portfolio as
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portfolio, optimal, 42
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position sizing as risk

control, 71
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private investor, 119
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Probability of Rise, 2–3
probability of win, 111
professional money manger,

119
profit target, summary, 64–65
profit targets, 51, 64
Prospect Theory, 34, 36–37
puts, analog to profit targets,
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R, optim routine, 88
R, optimizer routines, 88
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random, innovation, 17
Reflection Principle, 13, 16,

51, 53
regression, log S&P, 5–6
relative return, 68–69
resample, multivariate

distribution, 77
resample, windows, 77
resampling

by random dates, 118
by random windows, 119
by windows, 118

return, average compound, 33
Return, average daily, 2–3
return, excess, 48
returns, average, 70

compound portfolio
returns, 70

risk, 51
defining, 38
estimation, 39
market, 44
systematic, 44
minimum risk models, 41

robust methods, applicable
to, 115
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Ross, Stephen, 10
Rubinstein, Mark, 84

Samuelson, Paul, 3
scientific method, 23
self-attribution fallacy, 6
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semi-standard deviation, 40
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interpretation, 48
optimal model, 86
optimization, 89, 94

Sharpe, William F., 44, 95
skew, 48
slide rule, 82
slippage, 63, 108
Sortino Ratio, 111
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stale pricing, 24
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Statistics on the Table, 107
Stigler, Stephen M., 4, 40,
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law of eponymy, 40

stock selection, 1
stock splits, adjusting for,

109
stop, 9
stop profit, 51, 64
stop-loss, 51
stops, combined with profit

targets, 65
double probability, 58
effect on kurtosis, 60
effect on mean, 53
effect on skew, 59–60
effect on variance and

standard deviation,
58–59

generate two
commissions, 55

modeling empirically, 63
normal distribution, 54
optimizing, 63
path dependence, 61
probability of being at stop

doubles, 57
reduce probability of gain,

56
similar to puts and calls,

52, 65
slippage, 62
summary of effects, 61
time out of market as a

cost, 56

story, finance prof,
economist, trader, 9

studies, non-predictive, 106
studies, predictive, 106
study statistics, 111
sum of random variables, 41
symmetric distribution, 16
symmetry, 15

t test, 40
Theory of Games, 83
Thorpe, Edwin O., 78
Tobin, James, 44
Tversky, Amos, 34, 37

utility, 80
utility of wealth, 117

based on mean variance,
48

concave, 83
function, 80
iterated logarithms, 84
log, 35–37
log log, 84
logarithmic, 48, 83–84
maximum compounded

utility, 84
model, 81
monotonically increasing,

83
square root function, 82

utils, units of utility, 84

variance, 22
Variance of correlated

variables, 42
of random variables, 41
formula for with

covariance, 94
infinite, 22

Von Neumann, Jon Von, 83

Wall Street, 1
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