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Notes

 Nassim N. Taleb, The Black Swan: The Impact of the Highly Improbable (New York:

Random House, 2007).

 As I see it, the term MPT, correctly used, signifies a real theory in a philosophical

sense and embraces the work of not only Harry Markowitz but also William Sharpe,

Merton Miller, Franco Modigliani, Jack Treynor, Fischer Black, and many others.
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Markowitz’s normative algorithm should be called optimization or mean–variance

optimization.

 Harry M. Markowitz, Portfolio Selection: Efficient Diversification of Investments (New

York: John Wiley & Sons, 1959).

 Paul Krugman, “How Did Economists Get It So Wrong?” New York Times (2 September

2009): www.nytimes.com/2009/09/06/magazine/06Economic-t.html?_r=1; retrieved 29

May 2010.

 John H. Cochrane, “How Did Paul Krugman Get It So Wrong?” (2009):

http://modeledbehavior.com/2009/09/11/john-cochrane-responds-to-paul-krugman-full-

text; retrieved 29 May 2010.

 Narayana R. Kocherlakota, “Modern Macroeconomic Models as Tools for Economic

Policy” (2010): www.minneapolisfed.org/publications_papers/pub_display.cfm?id=4428;

retrieved 29 May 2010.

 Even the low measured volatility of the two decades preceding the crash is suspect.

Christina Romer, chair of President Obama’s Council of Economic Advisers, studied

modern macroeconomic data using methods from the more volatile pre–World War II

period and concluded that the “Great Moderation” was essentially a data error: Rather

than reflecting any actual change, it arose from the changing methods used to measure

the volatility of the real economy. See Christina D. Romer, “Is the Stabilization of the

Postwar Economy a Figment of the Data?” American Economic Review, vol. 76, no. 3

(June 1986):314–334.
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