estor Sentiment
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Shit pens!
o AP P A G
» Normal Distribution?

» Fat Tail Distribution?




Percentage of
cases in 8 portions
of the curve

Standard Deviations

Cumulative
Percentages

Percentiles

Z scores

T scores
Standard Nine
(Stanines)

Percentage
in Stanine

2012/9/26

Normal,
Bell-shaped Curve

Normal Distribution

13.59%| 34.13% | 34.13% [13.59%
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Fa Il Distribution

In the markets,
higher than predi
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Big Bang:150 % # % (& 3 ) » Benchmark: 1.5x10"
a | X —#250=2x0.287x10"°
Assume: 250 trading days per year — 7000 Years
b.1998.08.04: -3.5%
08.25:-4.4%
08.31: -6.8% 1 1

1998.08.31: Probability=2x10" 2000f; — 80,000 Years
1 1

1998.08.04 + 08.25 + 08.31:Probability= 5000x10° _ 5000(z.
— 2,000,000,000 Years

c. 1987.10.19: -29.2%
1 47
Probability=10" —> 4x10 Years




Manias / Panics

Mob. Psychology

Rational individuals and irrational whole.
BOE:1694

1.2M £ x 896 +4000 £ A
Governor and the Company of the Bank of England.

13073 |4 L g

irrationality & vicissitude of the crowd. Martin

2.herding and winner’s curse: 1 A {7 5 0 € X F| & A G o
Newton. South Sea Company : = = 3> 1711 #
TR e

"2 2% %  BOE.
F' ISR



a. 1720# » FE X [%
Banker ( Martin ) . 3328 £ 500
“When the rest of the world are mad, we must imitate them in some measure”.
b.* Issac Newton, 1720-# Spring:
“I can calculate the motions of the heavenly bodies,aut not the madness of people”.
*1720#47 20p - 217 South Sea’s & » Jj& {1 | £7000 0% )
* Summer: £ B3 F 0 A £20,000 |
1841 & >
Charles Mackay, Extraordinary Popular Delusions and the Madness of Crowds.
BOE
S.E.: Proposed 6% — 5%
i % » 1720 proposed to take over £30,981,712 (3-+ 17 & £ ) for 5% until 1727.
TR E > %10% %4
Bubble Company#4p 3 (75 & > F £ ##H—-S.E.; ]‘»ﬂ-ft Jit-P~ % —Burst the Bubbles
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Tronics Boom
1959-1962:
IPO Craze
Astron
Dutron
Vulcatron
Transitron
Circuitronics
Supronics
Videotronics
P/E Miracle
P/E for ““ Shoelaces Inc. “ 1s 6.
“Electronics & Silicon Fourth — Burners” has a P/E of 42
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1. Reward / Risk Ratio -*

RP B RF
Dr

Treynor Index =

I
»

Sharpe Index

4. Jensen Index=Jensen’s o

(RP_RF):&p +IBPX(R_m_RF)
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