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Emanuel Derman was a quantitative analyst (Quant) at Goldman Sachs, one of the financial engineers whose
mathematical models became crucial for Wall Street. The reliance investors put on such quantitative analysis
was catastrophic for the economy, setting off the ongoing string of financial crises that began with the
mortgage market in 2007 and continues through today. Here Derman looks at why people -- bankers in
particular -- still put so much faith in these models, and why it's a terrible mistake to do so.

Though financial models imitate the style of physics and employ the language of mathematics, ultimately
they deal with human beings. There is a fundamental difference between the aims and potential
achievements of physics and those of finance. In physics, theories aim for a description of reality; in finance,
at best, models can shoot only for a simplistic and very limited approximation to it. When we make a model
involving human beings, we are trying to force the ugly stepsister's foot into Cinderella's pretty glass slipper.
It doesn't fit without cutting off some of the essential parts. Physicists and economists have been too
enthusiastic to acknowledge the limits of their equations in the sphere of human behavior--which of course is
what economics is all about.

Models.Behaving.Badly includes a personal account of Derman's childhood encounters with failed models--
the oppressions of apartheid and the utopia of the kibbutz. He describes his experience as a physicist on Wall
Street, the models quants generated, the benefits they brought and the problems, practical and ethical, they
caused. Derman takes a close look at what a model is, and then highlights the differences between the
successes of modeling in physics and its failures in economics. Describing the collapse of the subprime
mortgage CDO market in 2007, Derman urges us to stop the naïve reliance on these models, and offers
suggestions for mending them. This is a fascinating, lyrical, and very human look behind the curtain at the
intersection between mathematics and human nature.
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From reader reviews:

Roger Dupre:

Nowadays reading books become more than want or need but also work as a life style. This reading
addiction give you lot of advantages. Advantages you got of course the knowledge even the information
inside the book that will improve your knowledge and information. The info you get based on what kind of
guide you read, if you want drive more knowledge just go with schooling books but if you want sense happy
read one having theme for entertaining including comic or novel. Typically the Models. Behaving. Badly.:
Why Confusing Illusion with Reality Can Lead to Disaster, on Wall Street and in Life is kind of reserve
which is giving the reader unpredictable experience.

Ryan Pearson:

The particular book Models. Behaving. Badly.: Why Confusing Illusion with Reality Can Lead to Disaster,
on Wall Street and in Life will bring you to the new experience of reading a book. The author style to
describe the idea is very unique. If you try to find new book to learn, this book very suitable to you. The
book Models. Behaving. Badly.: Why Confusing Illusion with Reality Can Lead to Disaster, on Wall Street
and in Life is much recommended to you you just read. You can also get the e-book from your official web
site, so you can more readily to read the book.

Janet Baltimore:

Do you have something that you like such as book? The book lovers usually prefer to opt for book like
comic, small story and the biggest you are novel. Now, why not attempting Models. Behaving. Badly.: Why
Confusing Illusion with Reality Can Lead to Disaster, on Wall Street and in Life that give your satisfaction
preference will be satisfied by simply reading this book. Reading habit all over the world can be said as the
way for people to know world far better then how they react towards the world. It can't be mentioned
constantly that reading practice only for the geeky particular person but for all of you who wants to end up
being success person. So , for all of you who want to start reading through as your good habit, you may pick
Models. Behaving. Badly.: Why Confusing Illusion with Reality Can Lead to Disaster, on Wall Street and in
Life become your current starter.

Enola Hudson:

That guide can make you to feel relax. This kind of book Models. Behaving. Badly.: Why Confusing Illusion
with Reality Can Lead to Disaster, on Wall Street and in Life was bright colored and of course has pictures
on the website. As we know that book Models. Behaving. Badly.: Why Confusing Illusion with Reality Can
Lead to Disaster, on Wall Street and in Life has many kinds or variety. Start from kids until young adults.
For example Naruto or Investigation company Conan you can read and think that you are the character on
there. Therefore , not at all of book are make you bored, any it offers up you feel happy, fun and unwind. Try
to choose the best book for you personally and try to like reading this.
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