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Summary:
Comparison of Applicability, Explanatory Power and Predictive Power of Mathematics of Probability

Statistical Physics

Gambling

Financial Derivatives

Sociology

Finance Industry Standard Practice: 

Hedging of Derivatives “Delta” Risk
Market Risk

Derivatives: Option Pricing

Partial Differential Equations (Lattices, Monte Carlos)
Diversification of Cash Portfolio (linear) Market “Delta” Risk
Value at Risk (VaR)

Decomposition into “Factor” and “Specific” risk
Finance Industry Innovation: Diversification of Non-Linear Derivatives Risk

Quadratic (Greeks) Risk

Beyond quadratic approximation: an unsolved Monte Carlo financial problem
Conclusions
