
Home   All Journals   Economics, Finance & Business   Journal of Behavioral Finance   List of Issues

 Volume 8, Issue 2   The Financial/Economic Dichotomy in Soci ....

Volume 8, 2007 - Issue 2

Journal of Behavioral Finance 

988

Views 

58

CrossRef citations to date 

3

Altmetric

Original Articles

The Financial/Economic Dichotomy in Social

Behavioral Dynamics: The Socionomic

Perspective
 &Robert R. Prechter Jr. Wayne D. Parker

Pages 84-108 | Published online: 05 Dec 2007

 Cite this article   https://doi.org/10.1080/15427560701381028

     

 

 Full Article  Figures & data   References  Citations   Metrics

  Reprints & Permissions  Read this article  Share

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.
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