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Collective behavior on the financial markets
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What is the significance of the fact that the average investor is not the man of the economics textbooks? What is the role of psychology in the stock market bubbles? What factors determine the decision-making of a rational group? My thesis examines the effects, types and psychology of different forms of group behavior in financial context, illustrated with practical examples. I am looking for the psychological reasons of how it is possible that the same group is once able to perfectly price the shares, then their series of erroneous decisions cause a crisis in the real estate market.
During my research I try to attempt to show that the large, heterogeneous group is able to make approximately as accurate collective decision as the best decisions of the individual members of the group if the group of rational judgment prerequisites are met. In the second phase of the experiment by removing these factors I force the collective group to make bad collective decisions.



