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Andrew Pole : Statistical Arbitrage: Algorithmic Trading Insights and Techniques (Wiley Finance)  before 
purchasing it in order to gage whether or not it would be worth my time, and all praised Statistical Arbitrage: 
Algorithmic Trading Insights and Techniques (Wiley Finance): 

1 of 1 people found the following review helpful. Good ReadBy iddddGood read. I am far from being a 

http://f3db.com/pub/links.php?id=B008NBZ7DS


mathematician, but found the book useful and insightful. A good read for any trader, mouse clicker or program trader. 
It gives you an idea of who you are trading against.2 of 3 people found the following review helpful. UnclearBy 
ProbablyThe central part of the book seems to be the derivation of a formula seemingly favouring reversion strategies 
(75% rule). The assumptions are that the daily spread is drawn from the same distribution which is clearly not a 
reasonable assumption. On top, this are absolute not conditional probabilities which is not much discussed either. Both 
points invalidate large parts of the book if you are after a sound statistical text on the subject.56 of 63 people found the 
following review helpful. If you are a quant, don't buy this bookBy N. TuzovLike some other people, I got attracted by 
the title and ordered it even before it was released. Indeed, unlike the earlier publications such as Pairs Trading: 
Quantitative Methods and Analysis (Wiley Finance) and Applied Quantitative Methods for Trading and Investment 
(The Wiley Finance Series) , this book is probably the very first one dedicated entirely to Statistical 
Arbitrage.Regrettably, its quantitative content is well below that of abovementioned books. As the author himself put 
it, "... nearly all temptation to compose a technical treatise has been resisted." As a result, all the technical stuff I 
learned from it can be summarized as follows: 1) the traded spread is very often non-stationary, but can be treated as 
locally stationary and 2) after 2004, the spread began exhibiting much sharper reversions to the mean ("catastrophe 
process") which complicated the trading.None of these ideas, however, are presented in more or less strict quantitative 
form. I hoped that the bibliography would provide clues as to the particular models employed, but to no avail: the list 
of sources is quite short (22 items) with the majority of quantitative sources being obsolete (over ten years old).All in 
all, this book is very much like a popular article and is not worth its price from a quant's perspective.

While statistical arbitrage has faced some tough times?as markets experienced dramatic changes in dynamics 
beginning in 2000?new developments in algorithmic trading have allowed it to rise from the ashes of that fire. Based 
on the results of author Andrew Pole?s own research and experience running a statistical arbitrage hedge fund for eight 
years?in partnership with a group whose own history stretches back to the dawn of what was first called pairs 
trading?this unique guide provides detailed insights into the nuances of a proven investment strategy. Filled with in-
depth insights and expert advice, Statistical Arbitrage contains comprehensive analysis that will appeal to both 
investors looking for an overview of this discipline, as well as quants looking for critical insights into modeling, risk 
management, and implementation of the strategy.

"Over time, anything that creates an edge for a particular group of bettorsmdash;including the most astute observers of 
horse fleshmdash;gets factored into the odds and becomes unreliable as a system. That's the classic argument of 
random walk theorists, and the equally classic response is that there's a lot of money to be made before that factoring is 
complete. This book is a contribution to that never-ending debate." (Hedgeworld.com)From the Inside FlapWhile 
statistical arbitrage has faced some tough timesmdash;as markets experienced dramatic changes in dynamics 
beginning in 2000mdash;recent developments in algorithmic trading have fueled the resurgence of this discipline. 
With new, sustained patterns of stock price dynamics emerging and some old patterns regaining potency, there are 
plenty of profitable opportunities available for the shrewd statistical arbitrageur. Based on the results of author 
Andrew Pole's own research and extensive experience running a statistical arbitrage hedge fundmdash;in partnership 
with a group whose own history stretches back to the dawn of what was first called pairs tradingmdash;Statistical 
Arbitrage provides you with comprehensive coverage of this proven investment approach. Through real-life examples 
and detailed discussions, this unique guide presents you with a critical analysis of what statistical arbitrage is and how 
it has been historically practiced; a formal theoretical underpinning for the existence of opportunities and 
quantification thereof; and an extensive explanation of the enormous shifts in the structure of the U.S. 
economymdash;reflected in the financial marketsmdash;with specific focus on the consequences for arbitrage 
possibilities. Page by page, you'll become familiar with the nuances of modern statistical arbitrage and discover the 
algorithmic trading techniques you need to succeed in today's markets. Created with the serious financial professional 
in mind, this well-written resource: Introduces the concept of pairs trading and elaborates on some of its main features 
Outlines formal statistical models for more general portfoliosmdash;several popular models for time series are 
described, from basic weighted moving averages to dynamic factor analysis Addresses important questions for 
quantifying the magnitude of exploitable opportunities in reversion gambits Characterizes the problems that beset 
statistical arbitrage in 2000 and directly caused its catastrophic drop in returns from 2002 to 2004 Reveals how 
statistical arbitrage has rebounded through technological developments in algorithmic trading Provides valuable 
insight into practical model building Filled with innovative information and expert advice, Statistical Arbitrage 
contains essential analysis that will appeal to individuals looking for an overview of this discipline, and to institutional 
investors looking for critical insights into modeling, risk management, and implementation of this important 
strategy.From the Back CoverPraise for Statistical Arbitrage "In this lucid, intelligent, and highly readable book, 
Andrew Pole presents the insights of an experienced and successful exponent of statistical arbitrage, with an 
uncommon mixture of flair, accessibility, and academic precision. Anyone with an interestmdash;professional or 
otherwisemdash;in what goes on inside the black boxes of mathematical trading strategies will enjoy the book." 



mdash;Nick Macleod, Head of Quantitative Research and Risk Management Ermitage Asset Management Jersey 
Limited "What a find! Andy Pole provides a remarkable look at the history and evolution of what is frequently 
considered to be the most opaque of the myriad hedge fund strategies. His detailed focus on and clever examples of 
the underlying drivers of stat arb are an invaluable resource for anyone investigating the strategy for the first time. 
Even we old-timers will learn something." mdash;Judith Posnikoff, PhD, Managing Director Pacific Alternative Asset 
Management Company "Andy Pole delivers a readable and comprehensive history of statistical arbitrage. Using real-
life examples and accounts from his decades of experience, this book chronicles the rise in popularity of stat arb, 
explains its recent struggle for profitability, as well as provides novices with insights into the art and science of 
building their own models." mdash;Susan Kaderabek, Portfolio Manager, Franklin Street Partners "Statistical 
Arbitrage offers a rare glimpse of insights into the otherwise opaque world of short-term trading strategies. The book 
provides an excellent balance conceptualizing the mathematics of short-term technical trading strategies with more 
practical discussions on the recent performance of such strategies. Statistical arbitrage remains for many outsiders, 
including hedge fund professionals, a 'black box' strategy. Andy Pole has managed to turn black into, if not white, then 
a lighter shade of gray." mdash;Christian Thygesen, Managing Director, Investcorp International Inc. "Andy Pole has 
extensive practical experience of statistical arbitrage trading together with an ability to explain the underlying theory 
with great clarity. This book is therefore highly recommended for those looking to master the subject matter." 
mdash;Bruce Lockwood, Financial Risk Management 


