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Lowenstein argues that banks could not make their own viable investment decisions and judgments but they depended on wrong information from speculators and arbitrageurs who depended on flawed computer models. Also, bond traders believed that derivatives and securities markets were rational and therefore historical patterns were bound to repeat themselves but this was not always the case. Financial theories were required to approve their patterns. There was a need for quantitative models to realize discrepancies in financial markets.
It is shocking how Long –Term Capital management rose to be so big after a very short period, it started with $1.3 billion in the year 1994 and rose to $140 within four years yet it was run by a small number of intelligent people who had the zeal to perform better than their former employer who had just fired them. Debt leverage of a firm determined their risk exposure for instance; debt leverage through securitization of financial assets could lead to low risks.
Neither reliance on the market nor reliance on regulators saved Long-term capital management and banks from bankruptcy. While regulation protected banks from bond traders' misuse which resulted in insolvency, we see Greenspan introducing a system in which banks can allow any amount of exposure which they choose for as long as the mode of exposure is derivatives.  
While the book is a great story, Lowenstein has failed in writing a convincing moral of the book. He sees Long-Term Capital management failure as the risk of applying high technology financial theories and models to capital markets which areare not true. Additionally, he mixes the failure of firms with the failure of capital markets. The book does not portray the independence and efficiency of financial markets. Real estate capital is influenced by, portfolio diversification of real estate and the method of analysis and projection while the current market like wage level determines the demand for real estate capital.
