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This book presents statistical methods and models of importance to quantitative
finance and links finance theory to market practice via statistical modeling and
decision making. Part I provides basic background in statistics, which includes
linear regression and extensions to generalized linear models and nonlinear
regression, multivariate analysis, likelihood inference and Bayesian methods, and
time series analysis. It also describes applications of these methods to portfolio
theory and dynamic models of asset returns and their volatilities. Part II presents
advanced topics in quantitative finance and introduces a substantive-empirical
modeling approach to address the discrepancy between finance theory and
market data. It describes applications to option pricing, interest rate markets,
statistical trading strategies, and risk management. Nonparametric regression,
advanced multivariate and time series methods in financial econometrics, and
statistical models for high-frequency transactions data are also introduced in this
connection.
The book has been developed as a textbook for courses on statistical modeling in
quantitative finance in master's level financial mathematics (or engineering) and
computational (or mathematical) finance programs. It is also designed for self-
study by quantitative analysts in the financial industry who want to learn more
about the background and details of the statistical methods used by the industry.
It can also be used as a reference for graduate statistics and econometrics courses
on regression, multivariate analysis, likelihood and Bayesian inference,
nonparametrics, and time series, providing concrete examples and data from
financial markets to illustrate the statistical methods.
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Editorial Review

Review

From the reviews:

"This book presents a comprehensive overview of how statistics can be used to solve problems in
quantitative finance. The breadth and depth of the topics covered is impressive…. The authors have
succeeded in writing a book that bridges the gap between theory and practice in financial markets…. how
this book links finance theory to market practice via statistical modeling makes it original and fresh. As a
result the book reflects the power of the intergrarion of financial and statistical methods in finance." (Lasse
Koskinen, International Statistical Review, 2009, 77, 1)

"The book is divided into two parts: the first part introduces basic statistical methods and financial
applications. … Part two deals with advanced topics in quantitative finance. … The book is not only useful
for financial market economists, but, due to the wide range of special topics in the second part, also for
students in the fields of engineering, mathematics, and statistics." (Herbert S. Buscher, Zentralblatt MATH,
Vol. 1149, 2008)

“This text by Lai and Zing was completed as the tumult of 2008 was unfolding, but its methods
are…timeless, and future students and teachers can benefit in better times from the clear and cohesive
exposition that this text provides. …a useful text that anyone who teaches this material will want to consider.
The list of topics covered is remarkably extensive; the exposition is always compact?and often quite elegant.
…” ((Journal of the American Statistical Association, September 2009, Vol. 104, No. 487)

From the Back Cover

This book presents statistical methods and models of importance to quantitative finance and links finance
theory to market practice via statistical modeling and decision making. Part I provides basic background in
statistics, which includes linear regression and extensions to generalized linear models and nonlinear
regression, multivariate analysis, likelihood inference and Bayesian methods, and time series analysis. It also
describes applications of these methods to portfolio theory and dynamic models of asset returns and their
volatilities. Part II presents advanced topics in quantitative finance and introduces a substantive-empirical
modeling approach to address the discrepancy between finance theory and market data. It describes
applications to option pricing, interest rate markets, statistical trading strategies, and risk management.
Nonparametric regression, advanced multivariate and time series methods in financial econometrics, and
statistical models for high-frequency transactions data are also introduced in this connection.

The book has been developed as a textbook for courses on statistical modeling in quantitative finance in
master's level financial mathematics (or engineering) and computational (or mathematical) finance programs.
It is also designed for self-study by quantitative analysts in the financial industry who want to learn more
about the background and details of the statistical methods used by the industry. It can also be used as a
reference for graduate statistics and econometrics courses on regression, multivariate analysis, likelihood and
Bayesian inference, nonparametrics, and time series, providing concrete examples and data from financial
markets to illustrate the statistical methods.



Tze Leung Lai is Professor of Statistics and Director of Financial Mathematics at Stanford University. He
received the Ph.D. degree in 1971 from Columbia University, where he remained on the faculty until moving
to Stanford University in 1987. He received the Committee of Presidents of Statistical Societies Award in
1983 and is an elected member of Academia Sinica and the International Statistical Institute. His research
interests include quantitative finance and risk management, sequential statistical methodology, stochastic
optimization and adaptive control, probability theory and stochastic processes, econometrics, and
biostatistics.

Haipeng Xing is Assistant Professor of Statistics at Columbia University. He received the Ph.D. degree in
2005 from Stanford University. His research interests include financial econometrics and engineering, time
series modeling and adaptive control, fault detection, and change-point problems.

Users Review

From reader reviews:

Freddy Lamberth:

The book Statistical Models and Methods for Financial Markets (Springer Texts in Statistics) can give more
knowledge and information about everything you want. Why then must we leave the great thing like a book
Statistical Models and Methods for Financial Markets (Springer Texts in Statistics)? Wide variety you have a
different opinion about publication. But one aim that book can give many data for us. It is absolutely proper.
Right now, try to closer using your book. Knowledge or information that you take for that, it is possible to
give for each other; you can share all of these. Book Statistical Models and Methods for Financial Markets
(Springer Texts in Statistics) has simple shape however, you know: it has great and massive function for you.
You can look the enormous world by start and read a reserve. So it is very wonderful.

Donna Cancel:

Nowadays reading books be a little more than want or need but also get a life style. This reading habit give
you lot of advantages. Associate programs you got of course the knowledge your information inside the book
this improve your knowledge and information. The knowledge you get based on what kind of reserve you
read, if you want attract knowledge just go with knowledge books but if you want sense happy read one with
theme for entertaining including comic or novel. Often the Statistical Models and Methods for Financial
Markets (Springer Texts in Statistics) is kind of book which is giving the reader unforeseen experience.

John Bradley:

Reading a book can be one of a lot of exercise that everyone in the world really likes. Do you like reading
book therefore. There are a lot of reasons why people enjoy it. First reading a book will give you a lot of new
info. When you read a guide you will get new information since book is one of a number of ways to share the
information or maybe their idea. Second, examining a book will make you actually more imaginative. When
you looking at a book especially hype book the author will bring you to imagine the story how the characters
do it anything. Third, you can share your knowledge to other people. When you read this Statistical Models
and Methods for Financial Markets (Springer Texts in Statistics), you could tells your family, friends in
addition to soon about yours guide. Your knowledge can inspire average, make them reading a publication.



Roxie Gregory:

In this era which is the greater particular person or who has ability in doing something more are more
precious than other. Do you want to become one among it? It is just simple method to have that. What you
are related is just spending your time almost no but quite enough to enjoy a look at some books. One of
many books in the top record in your reading list will be Statistical Models and Methods for Financial
Markets (Springer Texts in Statistics). This book and that is qualified as The Hungry Hills can get you closer
in turning into precious person. By looking upwards and review this publication you can get many
advantages.
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