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Sparked with wit and humor, this clever and insightful book provides clear
evidence that the stock market isinefficient. In the author's view, models based
on rational economic behavior cannot explain important aspects of market
behavior. The book tackles important issuesin today's financial market in a
highly conversational and entertaining manner that will appeal to most readers.
Chapter topics include: estimating expected return with the theories of modern
finance, estimating portfolio risk and expected return with ad hoc factor models,
payoffs to the five families, predicting future stock returns with the expected-
return factor model, super stocks and stupid stocks, the international results, the
topography of the stock market, the positive payoffs to cheapness and
profitability, the negative payoff to risk, and the forces behind the technical
payoffsto price-history. For anyone who wants to learn more about today's
financial markets.
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technical payoffsto price-history. For anyone who wants to learn more about today's financial markets.
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Editorial Review

From the Back Cover

Sparked with wit and humor, this clever and insightful book provides clear evidence that the stock market is
inefficient. In the author's view, models based on rational economic behavior cannot explain important
aspects of market behavior. The book tackles important issues in today's financial market in a highly
conversational and entertaining manner that will appeal to most readers. Chapter topics include: estimating
expected return with the theories of modern finance, estimating portfolio risk and expected return with ad
hoc factor models, payoffs to the five families, predicting future stock returns with the expected-return factor
model, super stocks and stupid stocks, the international results, the topography of the stock market, the
positive payoffs to cheapness and profitability, the negative payoff to risk, and the forces behind the
technical payoffsto price-history. For anyone who wants to learn more about today's financial markets.

About the Author

Raobert A. Haugen is Emeritus Professor of Finance at the University of California, Irvine. Professor Haugen
has held endowed chairs at the University of Wisconsin, the University of Illinois, and the University of
Cdlifornia. He is the author of more than 50 articlesin the leading journalsin finance and 13 books,
including The Incredible January Effect, The New Finance, Beast on Wall Street, and Modern Investment
Theory. He serves as Managing Partner to Haugen Custom Financial Systems, which licenses portfolio
management software to 25 pension funds, endowments, and institutional and high-net-worth money
managers. Visit Robert Haugen's Web site at: www.bobhaugen.com .

Excerpt. © Reprinted by permission. All rights reserved.

Factor models have been widely employed in the investments business for decades. Quantitatively oriented
managers have used them to control the month-to-month variation in the differences between the returnsto
their stock portfolios and the returns to the stock indices to which they are benchmarked. These models
employ awide variety of ad hoc factors that have been shown to be effective in predicting the risk of a stock
portfolio.

Factor models have a so been widely discussed in academic finance. Finance professors have long searched
for the factors that account for the extent to which returns are correlated stock to stock. The professors have
correctly concluded that the correlations can be explained by afew factors, such as unexpected changesin
industrial production, inflation, or interest rates. Thisis not to say that these few factors can match the
success of the wide variety of ad hoc factors used in the business for forecasting risk.

The professors have also used factor models to explain why stocks have differential expected returns. These
models are theoretical in nature, and are derived under the assumption that pricing in the stock market is
efficient and rational. If it isnot, awide variety of ad hoc factors may be useful in explaining and predicting
expected stock returns.

Until recently, ad hoc factor models have not been employed to predict the expected return to stock
portfolios. Surprisingly, the factor models are much more powerful in predicting expected return than they
arein predicting risk. The purpose of this book is to demonstrate and explain the nature of this power.

| wish to thank Teimur Abasov, David Friese, and David Olson for research assistance. | have aso benefited



from the comments of Mark Fedenia, Joseph Finnerty, Jeremy Gold, Tiffany Haugen, Thomas Krueger,
Raobert Marchesi, Cheryl McCaughey, Ray Parker, Neal Stoughton, Manuel Tarrazo, and Ole Jakob Wold.
Much of the original work was done jointly with Nardin Baker. The ideafor this book was suggested to me
by Paul Donnelly.

Users Review
From reader reviews:
Amanda Moberly:

The book The Inefficient Stock Market make you feel enjoy for your spare time. Y ou can utilize to make
your capable much more increase. Book can to be your best friend when you getting tension or having big
problem with your subject. If you can make reading a book The Inefficient Stock Market to get your habit,
you can get much more advantages, like add your capable, increase your knowledge about many or all
subjects. Y ou could know everything if you like start and read a book The Inefficient Stock Market. Kinds of
book are alot of. It meansthat, science book or encyclopedia or other folks. So , how do you think about this
publication?

Jacquelyn Lopez:

What do you think of book? It isjust for students since they're still students or it for all people in the world,
the actual best subject for that? Just you can be answered for that question above. Every person has several
personality and hobby for each and every other. Don't to be pressured someone or something that they don't
need do that. Y ou must know how great aswell asimportant the book The Inefficient Stock Market. All type
of book could you see on many resources. Y ou can look for the internet methods or other social media.

Joan Burton:

What do you regarding book? It is not important to you? Or just adding material when you require something
to explain what yours problem? How about your spare time? Or are you busy particular person? If you don't
have spare time to try and do others business, it is gives you the sense of being bored faster. And you have
time? What did you do? All people has many questions above. They must answer that question due to the
fact just their can do that. It said that about book. Book is familiar in each person. Yes, it is suitable. Because
start from on pre-school until university need this particular The Inefficient Stock Market to read.

Roger Lindsey:

The reserve with title The Inefficient Stock Market has lot of information that you can discover it. You can
get alot of profit after read this book. This specific book exist new expertise the information that exist in this
book represented the condition of the world currently. That isimportant to yo7u to be aware of how the
improvement of the world. This kind of book will bring you in new era of the glowbal growth. Y ou can read
the e-book on your smart phone, so you can read the idea anywhere you want.
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