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● God gave me a tail to keep off the flies. But I’d rather have had no tail and no 

flies.’ That’s kind of the way I feel about publicity 
● What does it say about financial markets that mathematicians and scientists are 

better at predicting their direction than veteran investors at the largest traditional 
firms? 

● If we have enough data, I know we can make predictions 
● The lesson was: Do what you like in life, not what you feel you ‘should’ do 
● He didn’t want people to have power over him 
● Just as a gambler might guess an opponent’s mood based on his or her 

decisions, an investor might deduce a market’s state from its price movements 
● Factor investing, the use of models based on unobservable states, and other 

forms of quantitative investing 
● Mathematicians generally have a complicated relationship with money; they 

appreciate the value of wealth, but many see the pursuit of lucre as a lowly 
distraction from their noble calling 

● Getting fired can be a good thing. You just don’t want to make a habit of it 
● Markov chains, which are sequences of events in which the probability of what 

happens next depends only on the current state, not past events 
● A hidden Markov process is one in which the chain of events is governed by 

unknown, underlying parameters or variables. One sees the results of the chain 
but not the “states” that help explain the progression of the chain 

● Let the problem be 
● It will solve itself 
● If I don’t have a reason for doing something, I leave things as they are and do 

nothing 
● Dad’s theory was buy low and hold on forever 
● He had the buy-low part, but he didn’t always have the sell-high part 
● Truth . . . is much too complicated to allow for anything but approximations 
● Technical analysis, an age-old craft that aims to make forecasts based on 

patterns in past market data 
● Simple linear regressions, a basic forecasting tool relied upon by many investors 

that analyzes the relationships between two sets of data or variables under the 
assumption those relationships will remain linear 
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● Plot crude-oil prices on the x-axis and the price of gasoline on the y-axis, place a 

straight regression line through the points on the graph, extend that line, and you 
usually can do a pretty good job predicting prices at the pump for a given level of 
oil price 

● Strongly believe, for all babies and a significant number of grownups, curiosity is 
a bigger motivator than money 

● Truth in life is broad and nuanced 
● Buying investments as they became more expensive and selling them as they fell 

in value was at odds with leading academic theory, which recommended buying 
when prices cheapened and taking money off the table when prices richened. 
Warren Buffett and other big-name investors embraced that value style of 
investing. Still, some aggressive traders, including hedge-fund manager Paul 
Tudor Jones, had adopted trend following strategies similar to those Simons’s 
team relied on. Simons needed new approaches to stay a step ahead of the pack 

● Don’t trade too much 
● People persist in their habits longer than they should 
● I was always motivated more by curiosity 
● For centuries, speculators had embraced various forms of pattern recognition 
● Speculators should learn to take losses quickly and let their profits run 
● That which has been is that which shall be . . . there is nothing new under the 

sun 
● To Thorp, relying on computer models to trade warrants, options, convertible 

bonds, and other so-called derivative securities was the only reasonable 
investing approach 

● A model is a simplified version of reality, like a street map that shows you how to 
travel from one part of the city to another 

● APT would then sell short, or bet against, the top 10 percent of the winners within 
an industry while buying the bottom 10 percent of the losers on the expectation 
that these trading patterns would revert 

● Investors often tend to overreact to both good and bad news before calming 
down and helping to restore historic relationships between stocks 

● A consensus would emerge that investors act more irrationally than assumed, 
repeatedly making similar mistakes. Investors overreact to stress and make 
emotional decisions 

● Humans are most predictable in times of high stress—they act instinctively and 
panic 
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● No one ever made a decision because of a number. They need a story 
● Know what you own 
● It was self-evident that the surest way to score huge sums in the market was by 

unearthing corporate information and analyzing economic trends 
● The Sharpe ratio is a commonly used measure of returns that incorporates a 

portfolio’s risk. A high Sharpe suggests a strong and stable historic performance 
● Individuals need to be self-sufficient and avoid state aid 
● We make money from the reactions people have to price moves 
● Identify anomalous patterns in historic pricing data; make sure the anomalies 

were statistically significant, consistent over time, and nonrandom; and see if the 
identified pricing behavior could be explained in a reasonable way 

● If their signals met various measures of statistical strength, they were 
comfortable wagering on them. They only steered clear of the most preposterous 
ideas 

● Does this correspond to some aspect of behavior that seems reasonable?’ 
● If a strategy wasn’t working, or when market volatility surged, Renaissance’s 

system tended to automatically reduce positions and risk 
● Investment professionals generally judge a portfolio’s risk by its Sharpe ratio, 

which measures returns in relation to volatility; the higher one’s Sharpe, the 
better 

● Short-term gains are taxed at a rate of 39.5 percent while long-term gains face a 
20 percent tax 

● Stocks and other investments are influenced by more factors and forces than 
even the most sophisticated investors appreciated 

● There is no individual bet we make that we can explain by saying we think one 
stock is going to go up or another down,” a senior staffer says. “Every bet is a 
function of all the other bets, our risk profile, and what we expect to do in the 
near and distant future. It’s a big, complex optimization based on the premise 
that we predict the future well enough to make money from our predictions, and 
that we understand risk, cost, impact, and market structure well enough to 
leverage the hell out of it 

● Even a smart guy can get the details right but the big picture wrong 
● The goal of quants like Simons was to avoid relying on emotions and gut instinct 
● Smart beta, factor investing, and style investing—are the largest and 

fastest-growing investment categories in the quant world 
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● Renaissance studies the past because it is reasonably confident investors will 

make similar decisions in the future 
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