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This collection of articles in investment and portfolio management spans the thirty-five-year collaborative effort of two key figures in finance.
Each of the nine sections begins with an overview that introduces the main contributions of the pieces and traces the development of the
field. Each volume contains a foreword by Nobel laureate Harry Markowitz. Volume I presents the authors' groundbreaking work on
estimating the inputs to portfolio optimization, including the analysis of alternative structures such as single and multi-index models in
forecasting correlations; portfolio maximization under alternative specifications for return structures; the impact of CAPM and APT in the
investment process; and taxes and portfolio composition. Volume II covers the authors' work on analysts' expectations; performance
evaluation of managed portfolios, including commodity, stock, and bond portfolios; survivorship bias and performance persistence; debt
markets; and immunization and efficiency.
Portfolio management is an ongoing process of constructing portfolios that balances an investor's objectives with the portfolio manager's
expectations about the future. This dynamic process provides the payoff for investors. Portfolio management evaluates individual assets or
investments by their contribution to the risk and return of an investor's portfolio rather than in isolation. This is called the portfolio perspective.
Thus, by constructing a diversified portfolio, a portfolio manager can reduce risk for a given level of expected return, compared to investing in
an individual asset or security. According to modern portfolio theory (MPT), investors who do not follow a portfolio perspective bear risk that is
not rewarded with greater expected return. Portfolio diversification works best when financial markets are operating normally compared to
periods of market turmoil such as the 2007-2008 financial crisis. During periods of turmoil, correlations tend to increase thus reducing the
benefits of diversification. Portfolio management today emerges as a dynamic process, which continues to evolve at a rapid pace. The
purpose of Portfolio Theory and Management is to take readers from the foundations of portfolio management with the contributions of
financial pioneers up to the latest trends emerging within the context of special topics. The book includes discussions of portfolio theory and
management both before and after the 2007-2008 financial crisis. This volume provides a critical reflection of what worked and what did not
work viewed from the perspective of the recent financial crisis. Further, the book is not restricted to the U.S. market but takes a more global
focus by highlighting cross-country differences and practices. This 30-chapter book consists of seven sections. These chapters are: (1)
portfolio theory and asset pricing, (2) the investment policy statement and fiduciary duties, (3) asset allocation and portfolio construction, (4)
risk management, (V) portfolio execution, monitoring, and rebalancing, (6) evaluating and reporting portfolio performance, and (7) special
topics.
Stochastic portfolio theory is a mathematical methodology for constructing stock portfolios and for analyzing the effects induced on the
behavior of these portfolios by changes in the distribution of capital in the market. Stochastic portfolio theory has both theoretical and practical
applications: as a theoretical tool it can be used to construct examples of theoretical portfolios with specified characteristics and to determine
the distributional component of portfolio return. This book is an introduction to stochastic portfolio theory for investment professionals and for
students of mathematical finance. Each chapter includes a number of problems of varying levels of difficulty and a brief summary of the
principal results of the chapter, without proofs.
Moving Beyond Modern Portfolio TheoryInvesting That MattersRoutledge
The first book to close the perilous gaps in—and enhance the performance of—asset allocation Asset allocation is one of today’s bestknown
investment approaches. Problem is, its major precept—that a magic-number, fixed-percentage asset mix will provide superior results for
investors who have dramatically different goals and needs—is scientifically unproven and fundamentally flawed. Asset Dedication updates the
asset allocation model, outlining a seven-step process designed to more effectively meet the real needs of real investors. Showing investors
how to design low-risk portfolios that more accurately and successfully dedicate assets, this breakthrough book helps investors fill in the gaps
inherent to asset allocation by demonstrating: Techniques for ascertaining the best asset mix by determining individual needs and goals How
asset dedication provides superior protection against inflation and market risk Investing strategies for the three investment life
phases—accumulation, distribution, and transfer
Portfolio Diversification provides an update on the practice of combining several risky investments in a portfolio with the goal of reducing the
portfolio's overall risk. In this book, readers will find a comprehensive introduction and analysis of various dimensions of portfolio
diversification (assets, maturities, industries, countries, etc.), along with time diversification strategies (long term vs. short term diversification)
and diversification using other risk measures than variance. Several tools to quantify and implement optimal diversification are discussed and
illustrated. Focuses on portfolio diversification across all its dimensions Includes recent empirical material that was created and developed
specifically for this book Provides several tools to quantify and implement optimal diversification
Learn how to protect and grow your wealth with this commonsense guide to investing You manage your own money. You understand the
basics of investing and diversifying your portfolio. Now it’s time to invest like a pro for greater profits—with investment expert David Stein, host
of the popular weekly podcast, “Money for the Rest of Us.” He’s created a unique ten-question template that makes it easy for individual
investors like you to: • Invest more confidently • Feel less overwhelmed • Build a stronger portfolio • Avoid costly mistakes • Plan and save
for retirement Despite what many people believe, you don’t need to be an expert to be a successful investor. With Stein as your personal
money mentor, you’ll learn how to make smarter, more informed decisions that can help reduce your risk and increase your gains by
following a few simple rules for analyzing any investment. This is how the professionals grow their wealth and how you can, too. This is
Money for the Rest of Us.

Econophysics explores the parallels between physics and economics and is an exciting topic that is attracting increasing attention.
However there is a lack of literature that explains the topic from a broad perspective. This book introduces advanced
undergraduates and graduate students in physics and engineering to the topic from this outlook, and is accompanied by rigorous
mathematics which ensures that this will also be a good guide for established researchers in the field as well as researchers from
other fields, such as mathematics and statistics, who are interested in the topic. Key features: Presents a multidisciplinary
approach that will be of interest to students and researchers from physics, engineering, mathematics, statistics, and other physical
sciences Accompanied by Python code with further learning opportunities, available for readers to download from the CRC Press
website. Accessible to both students and researchers Carlo R. da Cunha is an associate professor of physics and engineering
physics at the Universidade Federal do Rio Grande do Sul (Brazil) and has been since 2011. Dr. da Cunha received his M.Sc.
Degree from the West Virginia University in 2001 and his Ph.D. degree from Arizona State University in 2005. He was a
postdoctoral researcher at McGill University in Canada in 2006 and an assistant professor of engineering at the University Federal
de Santa Catarina between 2007 and 2011. He has been a guest professor at the Technische Universität Wien (Austria), Chiba
University (Japan) and Arizona State University (US). His research revolves around the physics of complex systems where he has
been drawing parallels between physical and economic systems from quantum to social levels.
This book is the part of a set that can be used to supplement any Finance course. It is possible to combine all three volumes for a
complete investments course text. Three volumes are designed around an on-line information system with computerized data sets
and a text manual that includes problem sets designed for use with the software. It involves users in the application of investment
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theory, allowing them to manipulate data and observe physical changes in a variety of graphs.
An update of a classic book in the field, Modern Portfolio Theory examines the characteristics and analysis of individual securities
as well as the theory and practice of optimally combining securities into portfolios. It stresses the economic intuition behind the
subject matter while presenting advanced concepts of investment analysis and portfolio management. Readers will also discover
the strengths and weaknesses of modern portfolio theory as well as the latest breakthroughs.
This concise yet comprehensive guide focuses on the mathematics of portfolio theory without losing sight of the finance.
An excellent resource for investors, Modern Portfolio Theory and Investment Analysis, 9th Edition examines the characteristics
and analysis of individual securities as well as the theory and practice of optimally combining securities into portfolios. A chapter
on behavioral finance is included, aimed to explore the nature of individual decision making. A chapter on forecasting expected
returns, a key input to portfolio management, is also included. In addition, investors will find material on value at risk and the use of
simulation to enhance their understanding of the field.
In recent years portfolio optimization and construction methodologies have become an increasingly critical ingredient of asset and
fund management, while at the same time portfolio risk assessment has become an essential ingredient in risk management. This
trend will only accelerate in the coming years. This practical handbook fills the gap between current university instruction and
current industry practice. It provides a comprehensive computationally-oriented treatment of modern portfolio optimization and
construction methods using the powerful NUOPT for S-PLUS optimizer.
An all-weather, tactical approach to asset management utilizingExchange Traded Funds (ETFs) In Asset Rotation, portfolio
management pioneer MatthewP. Erickson demonstrates a time-tested approach to asset managementthat has worked throughout
the history of capital markets, in goodtimes and bad. Providing investors with strong participation inrising markets, but more
importantly with a discipline to reduceparticipation in prolonged declines. Over time this revolutionaryapproach has yielded
superior returns, with significantly reducedlevels of risk; providing the engine for true, long-termsustainable growth. The investment
world as we know it has changed, and the paradigmhas shifted. What has worked in the past may no longer work in thefuture. No
longer may bonds be regarded as a safe haven assetclass, as for the first time in generations, investors in fixedincome face losses
as interest rates rise from historical all-timelows. For those adhering to a conventional Modern Portfolio Theorybased investment
approach to asset management, what was onceregarded as safe and stable, may very well soon become our greatestimpediment.
Asset Rotation provides investors with a practicalsolution for today's real world problems. This tactical approach toasset
management provides us with concrete proof that there isindeed a better way. We are standing on the precipice of an
InvestmentRenaissance. What was previously impossible, is now possible.Find out how. Presents an easy-to-understand price
momentum-based approach toinvesting Illustrates the benefits of asset rotation Offers a systematic approach for securing a sound
financialfuture Provides further insights as to how to customize your own assetrotation portfolio Matthew Erickson gives investors a
hands-on resource for how tonavigate an increasingly difficult investment landscape, byproviding them with keen insights into the
most rapidly growingsegment of the investment markets.
Moving Beyond Modern Portfolio Theory: Investing That Matters tells the story of how Modern Portfolio Theory (MPT) revolutionized the
investing world and the real economy, but is now showing its age. MPT has no mechanism to understand its impacts on the environmental,
social and financial systems, nor any tools for investors to mitigate the havoc that systemic risks can wreck on their portfolios. It’s time for
MPT to evolve. The authors propose a new imperative to improve finance’s ability to fulfil its twin main purposes: providing adequate returns
to individuals and directing capital to where it is needed in the economy. They show how some of the largest investors in the world focus not
on picking stocks, but on mitigating systemic risks, such as climate change and a lack of gender diversity, so as to improve the risk/return of
the market as a whole, despite current theory saying that should be impossible. "Moving beyond MPT" recognizes the complex relations
between investing and the systems on which capital markets rely, "Investing that matters" embraces MPT’s focus on diversification and risk
adjusted return, but understands them in the context of the real economy and the total return needs of investors. Whether an investor, an
MBA student, a Finance Professor or a sustainability professional, Moving Beyond Modern Portfolio Theory: Investing That Matters is thoughtprovoking and relevant. Its bold critique shows how the real world already is moving beyond investing orthodoxy.
This succinct guide introduces the reader to the assetmanagement industry and gives an insight into the real-life environment in which fund
managers work. Thetheories of diversification, managing of risks andimmunizing portfolios against interest rate changes arehere related to
the practices of real asset managementfirms and the many ......
With its emphasis on examples, exercises and calculations, this book suits advanced undergraduates as well as postgraduates and
practitioners. It provides a clear treatment of the scope and limitations of mean-variance portfolio theory and introduces popular modern risk
measures. Proofs are given in detail, assuming only modest mathematical background, but with attention to clarity and rigour. The discussion
of VaR and its more robust generalizations, such as AVaR, brings recent developments in risk measures within range of some undergraduate
courses and includes a novel discussion of reducing VaR and AVaR by means of hedging techniques. A moderate pace, careful motivation
and more than 70 exercises give students confidence in handling risk assessments in modern finance. Solutions and additional materials for
instructors are available at www.cambridge.org/9781107003675.
This book stresses the economic intuition behind the subject matter. Topics include financial securities and financial markets, sections on the
uses of Arbitrage Pricing Theory, the performance of international funds, bond management and multi-index models in portfolio
evaluation.Part 1: IntroductionPart 2: Portfolio AnalysisPart 3: Models of Equilibrium in the Capital MarketsPart 4: Security Analysis and
Portfolio TheoryPart 5: Evaluating the Investment Process
The End of Modern Portfolio Theory Behavioral Investment Management proves what many have been thinking since the global economic
downturn: Modern Portfolio Theory (MPT) is no longer a viable portfolio management strategy. Inherently flawed and based largely on
ideology, MPT can not be relied upon in modern markets. Behavioral Investment Management offers a new approach-one addresses certain
realities that MPT ignores, including the fact that emotions play a major role in investing. The authors lay out new standards reflecting
behavioral finance and dynamic asset allocation, then explain how to apply these standards to your current portfolio construction efforts. They
explain how to move away from the idealized, black-and-white world of MPT and into the real world of investing--placing heavy emphasis on
the importance of mastering emotions. Behavioral Investment Management provides a portfolio-management standard for an investing world
in disarray. PART 1- The Current Paradigm: MPT (Modern Portfolio Theory); Chapter 1: Modern Portfolio Theory as it Stands; Chapter 2:
Challenges to MPT: Theoretical-the assumptions are not thus; Chapter 3: Challenges to MPT: Empirical-the world is not thus; Chapter 4:
Challenges to MPT: Behavioural-people are not thus; Chapter 5: Describing the Overall Framework: Investors and Investments; PART 2Amending MPT: Getting to BMPT; Chapter 1:Investors-The Rational Investor; Chapter 2: Investments-Extracting Value from the long-term;
Chapter 3: Investments-Extracting Value from the short-term; Chapter 4: bringing it together, the new BMPT paradigm; PART 3- Emotional
Insurance: Sticking with the Journey; Chapter 1: Investors- the emotional investor; Chapter 2: Investments- Constraining the rational portfolio;
PART 4- Practical Implications; Chapter 1: The BMPT and Wealth Management; Chapter 2: The BMPT and the Pension Industry; Chapter 3:
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The BMPT and Asset Managemen
For many years asset management was considered to be a marginal activity, but today, it is central to the development of financial industry
throughout the world. Asset management's transition from an "art and craft" to an industry has inevitably called integrated business models
into question, favouring specialisation strategies based on cost optimisation and learning curve objectives. This book connects each of these
major categories of techniques and practices to the unifying and seminal conceptual developments of modern portfolio theory. In these bear
market times, performance evaluation of portfolio managers is of central focus. This book will be one of very few on the market and is by a
respected member of the profession. Allows the professionals, whether managers or investors, to take a step back and clearly separate true
innovations from mere improvements to well-known, existing techniques Puts into context the importance of innovations with regard to the
fundamental portfolio management questions, which are the evolution of the investment management process, risk analysis and performance
measurement Takes the explicit or implicit assumptions contained in the promoted tools into account and, by so doing, evaluate the inherent
interpretative or practical limits
An exciting new model for improved asset allocation accuracy in every market environment Modern Portfolio Theory (MPT) and asset
allocation are the foundations on which most institutional investors base their decisions. But many aspects of MPT weren't designed for
today's fast-changing markets. Dynamic Portfolio Theory and Management introduces a time-adaptive procedure that addresses this issue
and simplifies the decision-making process. While asset allocation programs must adapt themselves to changing market conditions to
succeed, how to accomplish that has been another matter. This book reveals a new model that: Helps investors change allocations based on
economic factors Optimizes multi-time periods into a single future time period Assists forecasting of stock prices, bond prices, and interest
rates
Moving Beyond Modern Portfolio Theory: Investing That Matters tells the story of how Modern Portfolio Theory (MPT) revolutionized the
investing world and the real economy, but is now showing its age. MPT has no mechanism to understand its impacts on the environmental,
social and financial systems, nor any tools for investors to mitigate the havoc that systemic risks can wreck on their portfolios. It's time for
MPT to evolve. The authors propose a new imperative to improve finance's ability to fulfil its twin main purposes: providing adequate returns
to individuals and directing capital to where it is needed in the economy. They show how some of the largest investors in the world focus not
on picking stocks, but on mitigating systemic risks, such as climate change and a lack of gender diversity, so as to improve the risk/return of
the market as a whole, despite current theory saying that should be impossible. "Moving beyond MPT" recognizes the complex relations
between investing and the systems on which capital markets rely, "Investing that matters" embraces MPT's focus on diversification and risk
adjusted return, but understands them in the context of the real economy and the total return needs of investors. Whether an investor, an
MBA student, a Finance Professor or a sustainability professional, Moving Beyond Modern Portfolio Theory: Investing That Matters is thoughtprovoking and relevant. Its bold critique shows how the real world already is moving beyond investing orthodoxy.
Get a practical and thoroughly updated look at investment and portfolio management from an accomplished veteran of the discipline In
Modern Portfolio Management: Moving Beyond Modern Portfolio Theory, investment executive and advisor Dr. Todd E. Petzel delivers a
grounded and insightful exploration of developments in finance since the advent of Modern Portfolio Theory. You’ll find the tools and
concepts you need to evaluate new products and portfolios and identify practical issues in areas like operations, decision-making, and
regulation. In this book, you’ll also: Discover why Modern Portfolio Theory is at odds with developments in the field of Behavioral Finance
Examine the never-ending argument between passive and active management and learn to set long-term goals and objectives Find investor
perspectives on perennial issues like corporate governance, manager turnover, fraud risks, and ESG investing Perfect for institutional and
individual investors, investment committee members, and fiduciaries responsible for portfolio construction and oversight, Modern Portfolio
Management is also a must-read for fund and portfolio managers who seek to better understand their investors.
Two experienced and visionary authors show how institutions and individuals can go beyond conventional and sustainable investing to
address complex problems such as income inequality and climate change on a deep, systemic level. It's time for a new way to think about
investing, one that can contend with the complex challenges we face in the 21st century. Investment today has evolved from the basic,
conventional approach of the 1950s. Investors have since recognized the importance of sustainable investment and have begun considering
environmental and social factors. Yet the complexity of the times forces us to recognize and transition to a third stage of investment practice:
system-level investing. In this paradigm-shifting book, William Burckart and Steve Lydenberg show how system-level investors support and
enhance the health and stability of the social, financial, and environmental systems on which they depend for long-term returns. They
preserve and strengthen these fundamental systems while still generating competitive or otherwise acceptable performance. This book is for
those investors who believe in that transition. They may be institutions, large or small, concerned about the long-term stability of the
environment and society. They may be individual investors who want their children and grandchildren to inherit a just and sustainable world.
Whoever they may be, Burckart and Lydenberg show them the what, why, and how of system-level investment in this book: what it means to
manage system-level risks and rewards, why it is imperative to do so now, and how to integrate this new way of thinking into their current
practice.
Applies modern techniques of analysis and computation to the problem of finding combinations of securities that best meet the needs of the
private institutional investor. Written primarily with the nonmathematician in mind, although it contains mathematical development of the
subject in appendixes.
Modern Portfolio Theory has failed investors. A change in direction is long overdue. We are in a time of enormous risk. Economic growth is
anemic, and political risk to the capital markets is on the rise. In the U.S., a generation of white collar baby-boomers is heading into retirement
with insufficient assets in their 401(k) programs, and industrial workers are stuck with materially underfunded pension plans. Against that
backdrop, the investing industry’s current set of practices and assumptions—Modern Portfolio Theory (MPT)—is based on a half-century old
formula that is supposed to deliver the maximum amount of return for a given amount of risk. The trouble is that it doesn’t work very well. In
Getting Back to Business, dividend-investing guru Daniel Peris proposes a radical new approach—radical in that it does away with MPT in
favor of a more intuitive, common-sense approach practiced by business people in their own affairs everyday: cash returns on cash
investments. “In a profession utterly lacking a historical sensibility,” Peris writes. “One periodically needs to ask why we do things the way
we do, how we got here, and whether perhaps there is a better way.” Balancing detailed historical evidence with a practitioner’s real-world
expertise, Peris asks the right questions—and provides a solution that makes sense in today’s challenging investing landscape.
Portfolio construction is fundamental to the investment management process. In the 1950s, Harry Markowitz demonstrated the benefits of
efficient diversification by formulating a mathematical program for generating the "efficient frontier" to summarize optimal trade-offs between
expected return and risk. The Markowitz framework continues to be used as a basis for both practical portfolio construction and emerging
research in financial economics. Such concepts as the Capital Asset Pricing Model (CAPM) and the Arbitrage Pricing Theory (APT), for
example, provide the foundation for setting benchmarks, for predicting returns and risk, and for performance measurement. This volume
showcases original essays by some of today’s most prominent academics and practitioners in the field on the contemporary application of
Markowitz techniques. Covering a wide spectrum of topics, including portfolio selection, data mining tests, and multi-factor risk models, the
book presents a comprehensive approach to portfolio construction tools, models, frameworks, and analyses, with both practical and
theoretical implications.
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Today’s modern portfolio theory is not your father’s MPT. It has undergone many changes in the past fifty years. Indeed, a new
understanding of MPT has emerged, one that has a significant impact on managing asset allocation—especially in today’s turbulent markets.
Dynamic Asset Allocation interprets and integrates the developments in modern portfolio theory: from the efficient-market hypothesis and
indexing of decades past to strategies for building winning portfolios today. The book is filled with practical, hands-on advice for investors,
including guidance on approaching investment as a risk-management task.

Portfolio Theory and Management examines the foundations of portfolio management with the contributions of financial pioneers
up to the latest trends. The book discusses portfolio theory and management both before and after the 2007-2008 financial crisis.
It takes a global focus by highlighting cross-country differences and practices.
This book covers the characteristics and analysis of individual securities as well as the theory and practice of optimally combining
securities into portfolios. Stressing the economic intuition behind the subject matter, this classic text pres-ents advanced concepts
of investment analysis and portfolio management. It can be used for courses in both portfolio theory and in investment analysis
that have an emphasis on portfolio the-ory. It can also be used in a course in investments where both portfolio analysis and
security analysis are discussed. The authors' goal has been to make all the material in this text accessible to students of portfolio
analysis and invest-ment management, both at the undergraduate and graduate levels while maintaining the rigor through the use
of ap-pendices which can be used in conjunction with the text.
A through guide covering Modern Portfolio Theory as well as the recent developments surrounding it Modern portfolio theory
(MPT), which originated with Harry Markowitz's seminal paper "Portfolio Selection" in 1952, has stood the test of time and
continues to be the intellectual foundation for real-world portfolio management. This book presents a comprehensive picture of
MPT in a manner that can be effectively used by financial practitioners and understood by students. Modern Portfolio Theory
provides a summary of the important findings from all of the financial research done since MPT was created and presents all the
MPT formulas and models using one consistent set of mathematical symbols. Opening with an informative introduction to the
concepts of probability and utility theory, it quickly moves on to discuss Markowitz's seminal work on the topic with a thorough
explanation of the underlying mathematics. Analyzes portfolios of all sizes and types, shows how the advanced findings and
formulas are derived, and offers a concise and comprehensive review of MPT literature Addresses logical extensions to
Markowitz's work, including the Capital Asset Pricing Model, Arbitrage Pricing Theory, portfolio ranking models, and performance
attribution Considers stock market developments like decimalization, high frequency trading, and algorithmic trading, and reveals
how they align with MPT Companion Website contains Excel spreadsheets that allow you to compute and graph Markowitz
efficient frontiers with riskless and risky assets If you want to gain a complete understanding of modern portfolio theory this is the
book you need to read.
This survey of portfolio theory, from its modern origins through more sophisticated, “postmodern” incarnations, evaluates portfolio
risk according to the first four moments of any statistical distribution: mean, variance, skewness, and excess kurtosis. In pursuit of
financial models that more accurately describe abnormal markets and investor psychology, this book bifurcates beta on either side
of mean returns. It then evaluates this traditional risk measure according to its relative volatility and correlation components. After
specifying a four-moment capital asset pricing model, this book devotes special attention to measures of market risk in global
banking regulation. Despite the deficiencies of modern portfolio theory, contemporary finance continues to rest on mean-variance
optimization and the two-moment capital asset pricing model. The term postmodern portfolio theory captures many of the
advances in financial learning since the original articulation of modern portfolio theory. A comprehensive approach to financial risk
management must address all aspects of portfolio theory, from the beautiful symmetries of modern portfolio theory to the
disturbing behavioral insights and the vastly expanded mathematical arsenal of the postmodern critique. Mastery of postmodern
portfolio theory’s quantitative tools and behavioral insights holds the key to the efficient frontier of risk management.
Retire Early Sleep Well is a concise yet thorough guide to modern portfolio theory, asset allocation and retirement planning for
young and old. This newly revised and expanded second edition provides updated information about asset and portfolio
performance; and a substantially expanded discussion of asset allocation. Very popular in its first edition, Retire Early Sleep Well
is widely recommended to both experienced and beginning investors of all ages. Its straight-to-the-point, plain english style distills
complex topics into their essentials, and its practical advice is easy to follow.
The investment industry is on the cusp of a major shift, from Modern Portfolio Theory (MPT) to Behavioral Finance, with
Behavioral Portfolio Management (BMP) the next step in this transition. BPM focuses on how to harness the price distortions that
are driven by emotional crowds and use this to create superior portfolios. Once markets and investing are viewed through the lens
of behavior, and portfolios are constructed on this basis, investable opportunities become readily apparent. Mastering your
emotions is critical to the process and the insights provided by Tom Howard put investors on the path to achieving this. Forty years
of Behavioral Science research presents a clear picture of how individuals make decisions; there are few signs of rationality.
Indeed, emotional investors sabotage their own efforts in building long-horizon wealth. When this is combined with the
misconception that active management is unable to generate superior returns, the typical emotional investor leaves hundreds of
thousands, if not millions, of dollars on the table during their investment lifetimes. Howard moves on to show how industry practice,
with its use of the style grid, standard deviation, correlation, maximum drawdown and the Sharpe ratio, has entrenched emotion
within investing. The result is that investors construct underperforming, bubble-wrapped portfolios. So if an investor masters their
own emotions, they still must challenge the emotionally-based conventional wisdom pervasive throughout the industry. Tom
Howard explains how to do this. Attention is then given to measureable and persistent behavioral factors. These provide investors
with a new source of information that has the potential to transform how they think about portfolio management and dramatically
improve performance. Behavioral factors can be used to select the best stocks, the best active managers, and the best markets in
which to invest. Once the transition to behavioral finance is made, the emotional measures of MPT will quickly be forgotten and
replaced with rational concepts that allow investors to successfully build long-horizon wealth. If you take portfolio construction
seriously, it is essential that you make the next step forward towards Behavioral Portfolio Management.
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