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Abstract

Neoclassical economics does not offer a useful model of finance, because economic

and financial behavior have different motivational dynamics. The law of supply and

demandoperates among rational valuers to produce equilibrium in the marketplace for

utilitarian goods and services. The efficient market hypothesis (EMH) is a related model

applied to financial markets. The socionomic theory of finance (STF) posits that

contextual differences between economics and finance produce different behavior, so

that in finance the law of supply and demand is irrelevant, and EMH is inappropriate. In

finance, uncertainty about valuations by other homogeneous agents induces

unconscious, non-rational herding, which follows endogenously regulated fluctuations in

social mood, which in turn determine financial fluctuations. This dynamic produces non-

mean-reverting dynamism in financial markets, not equilibrium.



 

We Care About Your Privacy

We and our 845 partners store and/or access information on

a device, such as unique IDs in cookies to process personal

data. You may accept or manage your choices by clicking

below, including your right to object where legitimate

interest is used, or at any time in the privacy policy page.

These choices will be signaled to our partners and will not

affect browsing data. Privacy Policy

We and our partners process data to provide:

Use precise geolocation data. Actively scan device

characteristics for identification. Store and/or access

information on a device. Personalised advertising and

content, advertising and content measurement, audience

research and services development.

List of Partners (vendors)

I Accept

Essential Only

Show Purpose

https://www.tandfonline.com/
https://www.tandfonline.com/action/showPublications?pubType=journal
https://www.tandfonline.com/hbhf20
https://www.tandfonline.com/loi/hbhf20
https://www.tandfonline.com/toc/hbhf20/8/2
https://www.tandfonline.com/toc/hbhf20/8/2
https://www.tandfonline.com/journals/hbhf20
https://www.tandfonline.com/author/Prechter%2C+Robert+R+Jr
https://www.tandfonline.com/author/Parker%2C+Wayne+D
https://doi.org/10.1080/15427560701381028
https://www.tandfonline.com/action/clickThrough?id=110801&url=%2Fr%2Fsubjectsample-behavioralscience&loc=%2Fdoi%2Fabs%2F10.1080%2F15427560701381028&pubId=43364428&placeholderId=1074&productId=1826
https://www.tandfonline.com/doi/full/10.1080/15427560701381028?scroll=top&needAccess=true
https://www.tandfonline.com/doi/figure/10.1080/15427560701381028?scroll=top&needAccess=true
https://www.tandfonline.com/doi/ref/10.1080/15427560701381028?scroll=top
https://www.tandfonline.com/doi/citedby/10.1080/15427560701381028?scroll=top&needAccess=true
https://www.tandfonline.com/doi/metrics/10.1080/15427560701381028?scroll=top
https://www.tandfonline.com/doi/permissions/10.1080/15427560701381028?scroll=top
https://www.tandfonline.com/doi/abs/10.1080/15427560701381028
https://www.tandfonline.com/
https://www.tandfonline.com/action/showCart?FlowID=1
https://www.informa.com/privacy-policy/


Related Research Data

Fractal Properties of Financial Assets and Forcasting Financial Crisis

Source: IGI Global

Social Mood, Stock Market Performance and U.S. Presidential Elections: A Socionomic

Perspective on Voting Results

Source: Elsevier BV

 

Linking provided by  

Acknowledgments

The authors gratefully acknowledge the comments of Robin Hogarth, Marco Novarese,

Terry Burnham, John Nofsinger, Laurence Chud, Philipp Otto, and Gordon Graham on an

earlier draft. They also thank Valeri Safonov for his help in obtaining the Russian

materials cited in the appendix, Vadim Pokhlebkin for translating them, and Deepak

Goel for his help with our statistical analysis. This paper derives in part from Prechter

[1999, pp. 393-395] and from Prechter's presentation to professors and graduate

students at MIT's Lab for Financial Engineering on September 12, 2003. Some of this

material was presented in substantially different form in Prechter [2004] and Prechter

and Parker [2004]. This research was supported in part by a grant from the Socionomics

Foundation.

Related research 

Recommended articles Cited by 

52

People also read

https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.4018%252F978-1-5225-3767-0.ch002&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2139%252Fssrn.1987160&type=Scholix
https://scholexplorer.openaire.eu/
https://www.addtoany.com/share


Information for

Authors

R&D professionals

Editors

Librarians

Societies

Open access

Overview

Open journals

Open Select

Dove Medical Press

F1000Research

Opportunities

Reprints and e-prints

Advertising solutions

Accelerated publication

Corporate access solutions

Help and information

Help and contact

Newsroom

All journals

Books

 Sign me up

 

 

Keep up to date

Register to receive personalised research and resources

by email

Copyright © 2024 Informa UK Limited Privacy policy Cookies Terms & conditions

Accessibility

Registered in England & Wales No. 3099067 

5 Howick Place | London | SW1P 1WG

https://authorservices.taylorandfrancis.com/
https://taylorandfrancis.com/who-we-serve/industry-government/business/
https://editorresources.taylorandfrancis.com/
https://www.tandfonline.com/page/librarians
https://www.tandfonline.com/societies
https://www.tandfonline.com/openaccess
https://www.tandfonline.com/openaccess/openjournals
https://www.tandfonline.com/openaccess/openselect
https://www.tandfonline.com/openaccess/dove
https://www.tandfonline.com/openaccess/f1000
https://taylorandfrancis.com/who-we-serve/industry-government/marketing/
https://taylorandfrancis.com/partnership/commercial/advertising-solutions/
https://taylorandfrancis.com/partnership/commercial/accelerated-publication/
https://taylorandfrancis.com/who-we-serve/industry-government/business/purchasing-options/
https://help.tandfonline.com/
https://newsroom.taylorandfrancisgroup.com/
https://www.tandfonline.com/journals?&pageSize=3000
https://www.routledge.com/
https://taylorandfrancis.formstack.com/forms/tfoguest_signup
http://facebook.com/TaylorandFrancisGroup
https://twitter.com/tandfonline
http://linkedin.com/company/taylor-&-francis-group
https://www.youtube.com/user/TaylorandFrancis
http://www.weibo.com/tandfchina
https://www.informa.com/
https://informa.com/privacy-policy/
https://www.tandfonline.com/cookies
https://www.tandfonline.com/terms-and-conditions
https://www.tandfonline.com/accessibility
http://taylorandfrancis.com/

