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This second edition presents the advances made in finance market analysis since
2005. The book provides a careful introduction to stochastic methods along with
approximate ensembles for a single, historic time series. The new edition
explains the history leading up to the biggest economic disaster of the 21st
century. Empirical evidence for finance market instability under deregulation is
given, together with a history of the explosion of the US Dollar worldwide. A
model shows how bounds set by a central bank stabilized FX in the gold standard
era, illustrating the effect of regulations. The book presents economic and finance
theory thoroughly and critically, including rational expectations, cointegration
and arch/garch methods, and replaces several of those misconceptions by
empirically based ideas. This book will be of interest to finance theorists, traders,
economists, physicists and engineers, and leads the reader to the frontier of
research in time series analysis.
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Editorial Review

Review
"A thought provoking book. It does not only argue convincingly that the 'King - of orthodox economic
theory - is naked', but offers a challenging economic alternative interpretation regarding especially the
dynamics of financial markets."
Giovanni Dosi, Laboratory of Economics and Management, Sant'Anna School of Advanced Studies, Pisa

"The heart of McCauley's book is a closely-reasoned critique of financial-economic mathematical modeling
practice. McCauley's demonstration of the incompatibility between the assumptions of market-clearing
equilibrium and informational efficiency is stunning, and sheds much-needed light on the mathematical
modeling failures revealed by the financial melt-down. His unvarnished criticisms of neoclassical economic
doctrine deserve equal attention. McCauley opens the windows of the self-referential world of economics to
the fresh air of a mathematical physics point of view grounded in economic history and common sense.
Neither monetarist, neoclassical, nor Keynesian schools of economics will take much comfort from
McCauley's work, but they all have a lot to learn from it."
Duncan K. Foley, Leo Model Professor, New School for Social Research and External Professor, Santa Fe
Institute

"McCauley's mathematically and empirically rigorous Dynamics of Markets is one of those rare works which
is challenging, not only to an intellectual orthodoxy (neoclassical economics), but also to its fledgling rival
(econophysics). Neoclassical economics and finance theory receive justifiably dismissive treatments for
failing empirically, but some econophysics contributions also distort empirical data--notably McCauley
shows that "fat tails" in data can be the result of applying an unjustified binning process to nonstationary
data. McCauley's essential messages for the future of economics after the Global Financial Crisis is that
"There is no statistical evidence for Adam Smith's Invisible Hand", and that the hand that does exist and
must be understood is both non-stationary and far from equilibrium."
Steve Keen, School of Economics and Finance, University of Western Sydney

"That material of the book has been deeply reorganized and new chapters on foreign exchange markets,
globalization, and macroeconomics have been added. Several parts have been rewritten and new research
results have been included.
The book is a rather good introduction to economic and financial concepts from a perspective that is rarely
present in more-orthodox economic books. For this reason it constitutes a good read for physicists aiming to
improve their knowledge of economics. The book is also an interesting read for scholars in economics who
want to challenge their views,"
Fabrizio Lillo for Mathematical Reviews

About the Author
Joseph L. McCauley is Professor of Physics at the University of Houston, and is an advisory board member
for the Econophysics Forum. He has contributed to statistical physics, the theory of superfluids, nonlinear
dynamics, cosmology, econophysics, economics and finance theory.

Users Review

From reader reviews:



Kurtis Henry:

Within other case, little persons like to read book Dynamics of Markets: The New Financial Economics. You
can choose the best book if you love reading a book. As long as we know about how is important some sort
of book Dynamics of Markets: The New Financial Economics. You can add knowledge and of course you
can around the world by way of a book. Absolutely right, because from book you can learn everything! From
your country right up until foreign or abroad you can be known. About simple factor until wonderful thing
you could know that. In this era, you can open a book or perhaps searching by internet unit. It is called e-
book. You can utilize it when you feel uninterested to go to the library. Let's read.

Gregory McCormick:

The reason? Because this Dynamics of Markets: The New Financial Economics is an unordinary book that
the inside of the reserve waiting for you to snap this but latter it will zap you with the secret the idea inside.
Reading this book adjacent to it was fantastic author who also write the book in such remarkable way makes
the content inside of easier to understand, entertaining approach but still convey the meaning thoroughly. So
, it is good for you for not hesitating having this any longer or you going to regret it. This book will give you
a lot of rewards than the other book include such as help improving your expertise and your critical thinking
way. So , still want to hold off having that book? If I had been you I will go to the guide store hurriedly.

Shawn Young:

Are you kind of stressful person, only have 10 or perhaps 15 minute in your time to upgrading your mind
talent or thinking skill perhaps analytical thinking? Then you are experiencing problem with the book as
compared to can satisfy your short space of time to read it because pretty much everything time you only
find book that need more time to be learn. Dynamics of Markets: The New Financial Economics can be your
answer because it can be read by you who have those short free time problems.

Dona Cole:

That book can make you to feel relax. This specific book Dynamics of Markets: The New Financial
Economics was multi-colored and of course has pictures on there. As we know that book Dynamics of
Markets: The New Financial Economics has many kinds or category. Start from kids until teenagers. For
example Naruto or Investigator Conan you can read and believe you are the character on there. So , not at all
of book usually are make you bored, any it can make you feel happy, fun and loosen up. Try to choose the
best book for you personally and try to like reading this.
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