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Preface

I learned from William Feller that our “com-
monly accepted notions concerning chance fluc-
tuations are without foundation.” One practical
consequence of our inability to identify some-
thing as random is that we think we have more
control over some situations than we actually
do – and we tend to overestimate our ability to
explain the world.

The graphs in the following pages show one
instance of the difficulty. Looking at the stock
market we tend to indentify patterns, and to
find explanations for them, e.g., the CEO did
something right – or wrong. The graphs are
based on Dow 30 and S&P 100 data. There are
two graphs for each stock in the indexes. The
first graph shows two lines. One line represents
the value of the stock over the years. The other
shows the result of tossing a coin once a day for

7
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the same number of years and creating a plot
according to the rule: If heads, go up ↗; if tails,
go down ↘. The second graph shows the stock
by itself, without the coin tosses. Looking at
the first graph, the reader is invited to guess
which of the two lines represents the actual stock.
All the graphs were created with Python, the
document typeset in LATEX.

IW
Israel, 2023.
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