“Panl Wilmotr is the smartest of the
quants,” savs his fricnd and fellow quam
Massim Nicholas Taleh. “He may be the
only smart quane.™

It%s typical hyperbole from the au-
thar of The Black Swax, the beseseller
about the role of random events in mar-
kets and in life, buc it is true that Paul
Wilmaott, publisher and editor in chief
of Wilnot!, is looking pretry smart these
days. Wilmots and his magazine, which
is aimed at the quantitative-finance
community—the math geeks at banks
and hedge funds—foresaw many of cthe
problems that dominare the headlines
rodayv. He and the contributors to the
magazine, whose infuence far cutstrips
irs small circulation, were railing about
the limits of math and financial models
far in advance of the meludown.

Wilmaott's bimonthly magazine is
at the center of an informal and global
quant salon, [ts readers are both kinds
of quants: the ones who devise and value
the derivatives that have caused so much
commetion at the banks, and the ones
whe trade en behalf of hedge funds and
were hithard in the August zoo7 down-
turn, Wilkott is likea rechnical handbook
to the subprime mess and may provide,
with any luck, 2 way out. In its pages,
some of the most influentvizl—and f-
nancially successful —members of the
quant universe gacther, many of them
deeply skeptical abour the instruments
their class has created.,

The first thing most people notice
about Wilmett is the price. At £305, or
around $8o00, 2 year's subscription of
six issues works our to abour 130 an
issue. “They get stolen 2 lor,” Wilmort
says. “I*ve heard thata lot of subscribers
hide them in cheir desks as soon as they
get them.” Despite the gloom in the
markets, Wilmott savs, subscriptions—
which number about z,o00—have held
steady and advertisers, many of whom
lawk sophisticated software, have stuck

with him. The magazine’s website is the
preeminent forum for quants on the
internet, with more than 55,000 regis-
rered members,

Wilmaort isa self-described contrarian
and, in & way, Wilmad and ics contribu-
rors call into question the whole enter-
prise of quantitative finance, doubring
the usefulness of its vaunted models, par-
ticulacly their ability o predict or value
anvthing. The magazine has published
artacks on every aspect of the modeling
thar gives value to derivatives. " Butwe'te
still promoting gquantitative fnance,”
Wilmaott says, after T ask him if there
isn't something odd about a magazine
that scems benton undermining its cwwn
field. “We beliove in it, and we believe
in math, even now. I'd like to quantify
everything, A world expressed in mach-
ematics would be a better world, in my
apinion.” As Wilmedf forges on through
the crisis, its mission is to keep question-
ing specious theories and find out what
actually works. Qunantitative nance may
be ata zo-vear low, but it is not going
away. Too much of the Anancial world®s
machinery now runs on it.

There are other journals for quants,
but Wilmott’s odd wit, surprisingly
beauriful design, and star-studded lisc
of concributors make it special, even
for nonquants. [n the November zoo7
tssue, Ed Thorp wrore a picce called
“Investing in Hedge Funds.” To have

horp writing abour that topic is like
getting advice on how to run an insur-
ance company from Warren Bufferr,
Thorp, now 75, is among the oldescand
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maost successful of the quants. He ran
hedze funds for decades and says he bas
averaged a 2o percent recurn, after fees,
owver the past 30 years. He raught math
at M. 11" and invented the modern ver-
sion of card counting, chronicled in his
bestseller on blackjack, Beat the Dealer,

Each copy of Wilmott is 11 inches
square, runs about 100 pages, and is
printed on expensive glossy paper, The
covers are designed by Liam Larkin, a
graphic artist based in London, and
they are often darkly funoy. The March
roo7 cover, which appeared before owo
Fear Stearns hedge funds collapsed and
kicked off the subprime crisis, shows a
bird s-eve view of 2 teacup with leaves
at the bottom in the shape of the Grim
Reaper. The January zoof issue features
a Japanese-style printofa tsunami with
a lictle howse perchet] atop it

— Y";’rlln'lﬂtt, found recently
in his London office, is a trim 5 foot g,
has sandy brosam hain, and wears glasses
with heavy black rectangular rims. He
i5 4% but looks 18, “Math is supposed
to keep vou voung,™ he says, “Ar least
mathematicians like to think so He is
the author of a three-valume, 1,500-page
anchaor of 1 book called Pawl Wilnoit on
Chantitative Finance, The latest edivion
lists for S295, He has written two other
books and edited about 1o more, all of
which are atcempes o explain the high-
lewvel math underlying che derivatives
that have dominated Wall Street in the
past decade.

Raised in Birkenhead, across the
Mersey River from Liverpool, England,
Wilmott began turning his intereses
into businesses atan eacly age. When he
was in 4 childhood pec-keeping phase,
he started @ 200 on his porch and in
his garden—with mice, guinea pigs,
goldfish, and a tortoise—and charged
admission for entry. Later, he paid for
lis education by juggling; his hands arc
still covered with tiny scars from toss-
ing around burning torches,

Although neither of his parents
went to college, Wilmort made it to
Oxford, where he carned a D Phil, (Ox-
ford®s equivalent of a Ph. 1 in applicd
mathematics in 1985, When he wasn’t
competing against Cambridge on the
ballroom-dancing team, he worked on
modeling phenomena like the Aow ofair
over a propeller blade or water around
the hull of 4 submarine, He was intro-
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