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Emergence of Overconfidence Investor in Financial Markets

HirosHI TAKAHASHI" and TAKAO TERANOft

This article analyzes Micro-Macro Link in Financial Markets via Agent-based Model. In
this research, we focus on the role of investor’s overconfidence in Financial Markets. As a
result of intensive experiments, we find that overconfident investors emerges in the market
from the bottom up. We also find that overconfident investors can contribute to efficient

financial market.

1. 0000

00000000000000000000000
000000000000000000000000
000000000000000000000000
ooooooo?\"22®8ggnooonoonooonon
000000000000000000000000
00000000000000000 1000000
0O00000000000O0OoOnY2:8988ng
00000000000000000000000
000000000000000000000000
000000000000000000000000
000000000000000000000000
0oooooo®9N0poooooooooon
000000000000000000000000
000000000000000000000000
000000000000000000000000
Ooooo'™22200000000000000000
Kahneman 0 0000000000000 O0000

000000000 0Ooooooo
Graduate School of Humanities and Social Sciences,
Okayama University
f1 0000000000000 00OO00OO00oOooooO
Department of Computational Intelligence and Systems
Science, Interdisciplinary Graduate School of Science
and Engineering, Tokyo Institute of Technology

1433

0000000000 0D00D00000000000
000000000000000000000000
00D0000000000000000™Ygoo00
Shleifer?? 0000000000 O0D0O0DOOOOOO
000000000000000000000000
00O000000000000000000°0000
0D00000000000D00000000000
0D0000000000000000000000
0000000000000000000000000
00D000000000D00D00000000000
000000000000000000000000
000000000000000000000000
000000000000000000000000
00000000 100000000000%300g

0000000000000 0000000000

® gooO0O00000000000000D00000000O0
0000000000000000000000000000
oooooooooooo3® oooooooooooooO
0ooooooooo
0000000000000000000000000000
0000000000000000000000000000
0000000000000000000000000000
0000000000000000003) 0000 Chiarella
00000000000000000000000000000
0000000000000000000000000000
070000000000 0000N0N0N0oNooNooon
0000000000000 100000000

0o



1434 goooooooo

0000000000000000000000000
000000000000000000000000
000000000000000000000000
0000000D0000000D0000000000
0000000000000000Bazerman 000
0000000D000000000D000D0 1000
00000000000 000MMO000ooonn
000000000000000000000000
000000000000000000000000
0O0®00000 Stein000000000000
000000000000000000000000
000000000000000000000000
00%000000000000000000000
Shleifer 000000000000 D000ODO0O0
000000000000000000000000
000*0000Barber00000000D0ODOO
00000000000 00000D00000000
000000000000000000000000
0Y0000000000000000000000
000000000000000000000000
000000000000000000000000
000000000000000000000000
000000000000 000000000000
000000000000000000000000
0000000000000D00000000000
00000000000 D000000000D0000
000000000000 DO0000
00000000000000000000000
000000000000000000000000
000000000000000000000000
000000000000000000000000
000000000000000000000000
0000000D000000000000000020
000000000000000000000000
00000000000 000D0000000000

9l 0gpoOoOo00000000000000000000000
0000000000000000000000000000
0000000000000000000000000000
0010% +30% 00000000000000000000
000000 10% +20% 000000000

P2 0pU000D0000000000000 Gervais 10000
000000090 Gervais 000200000000000
00000 10000000000000000000000
0000000000000000000000000000
000000000009 0000000000000000
00000000000000000000000000000
00000000000000000000000000000
0000000000000000000000000000
0000000 10000000000

May 2006

gooooo
goboobooooooooooobooooooooo

goboooobooooobo3soooooooonooo

gboo4000000D000

2.0 0O O

00000000000 1,000000000000
000000000000000000000000
002000000000000000000000
000000000000000000000000
0000000000 30000000000000
(1)00000000()000000000(3)00
000000000000000000000000
000o000ooo33000000000000
000000000000000000000000
000000000000000000000000
ooooooo

2.1 0000000000000

0000000000000000000 2000
000000000000000000000000
0000000000000000000 10000
00000000y000y =yi-1-(14+&)00000
e~ N(0,02)000000000®OOOOOOO
000000000000000000000000
0000000009300000000000000
000000000000000000 1,000000
1,0000000000000000000000000
000000000000000000000000
000000000000000000010000
00000000000000000000

2.2 0000000000

00000000000000000000000
000000000000000000000000
00000000000000 f(w) =rity" - wi+
re-(1—wi)—AoP)? (w))? 0000000000
000000000000 w,00000000000
090400000rty' 000 o, 0OO0O0OODO

t+1
000000000000 000000b0O00O004d

93 0pOoO00O0000000(@G) 0000000000000
joooooooooOoOo(i) oooooooooooooDo
00000000000000000000000002%00
0000000000000000000000000000
0000000000000000000000000000
0OoO0o00000000000002®00000000000
000000000000000000

Y4 0000000000000 000000000000000
ooo Black/LittermanDDDG)DDDDDDDDDD



Vol. 47 No. 5

O00000r, 0000000000000 0w; OO
O00+0¢+00000000000000000
ooooooooony'ooorsy = (@1 -
¢ o)) /(L o)) P (o) ) el +
(1 (o)) (1Mo )2+ 1 (07)72) - ™
Dooooo®o00o00or,0fm oo0000oo
000000000000000000000000
O00000000000000000000 ¢00
000000000000000000000000
0000000000000 00000000000
O000000000Black0® 0000000
0000000000+ 00000000000
0000 ¢+1000000000000000P%0
y[j:llj oo DT[J’:l = ((Ptjrl +Z/[J:1)/Pt -1)-(1 “‘772;)
00000000000 000D000000000
000000000000000000000000
O0ni ~N(0,02)000000000% 500000
0P, 0000000000y, 000000000
000000000000000000000000
0000000000000D000000000
OrmO00000000000, 0000000000
000000W,..00000000000ADO00
00000000r,00007™ =2X(o5_1)*Wi—1 +
r, 0000002Y0
2.2.1 000OOOOOOD
00000000000000000000P/A0
y//,0000000000000000000000
0000000 1000000
00000000000000000000000
0000000000000 00D00000000
00000000000 000D000000000
000000000000000000000000

01 00Oooooo
Table 1 List of forecast type.

O

ooooooo
goooooooooooao
goo0oooo0oo0oo0 100
gooooooooooo 500
gooooooooooo 1000
Oo0oO0o000o0000 2000
goooooooooo 100
goooooooooo s00
go0ooooOoooo 1000
ooooooooooo 2000

© 0N O U e W N O

Y 0oDoDo0ODOO0O0O0O00000000000000000000
00000000 DO0O0DoooooooooonoYo

ooooooooooooooooooobooboOooooooDoobo

1435

0000000 0000000000000000
000000000000000000000000
000000000000000000000000
000P, 000000000y, 00000000
0y000000000600000000P%, =y:/60
yli, =y 00000000000

00000000000000000000000
000000000000000000000000
000000000000000000000000
0000000t-100000000000000
00000a0000PS, = P1 - (14 ai-1)?0
vyl =y (1+a-1)00000000000000
000000000000000000000000
00010050010002000 40000000
000000000000

00000000000000000000000
000000000000000000000000
00000000000000001005001000
2000 4000000000

2.22 0000000000

000000006, =s;-00., 0000000
0000000000006, 0000 100000
000000000000000000000000
000s; 000000000000000000s; 0
001000000000000000000000
000000000000000000000000
00000000000000000%°°0000s;
000 100000000000000000000
000000000000000000000000
000000s00000000000000000
0800 1.2000000000000000000
000

2.3 0000000

00000000000000000000000
0000000000000000000000000
000000000000000000000000
000000000000000000000000

"0 QooDOoO0DO000000000000000000000
0000000000000000000000000000
0000027 00000000000000000 2000
oooo'® o sooooo® ooooooooooOoOoO
0000000000000000000000000000
000000000000 0000000000000000
0000000000000000

UEY 6, 0 1000000000000000000000000
Os; =10000000000000000000000000
0000000000000000000000000000
0000000m



1436 goooooooo

000000000000000000000000
00D0000000Y Y, (Fiw)/P,=NDOOO
(00000000 ¢0000000000FO000¢
0000000000 RMO00yw0000 t—10
0000000 ¢0000000000000000
ODwi 00000000000 7,000000F =
Fi_y- (wti—l “(Pe+ye)/Pi—1+ (1 - w;‘,i—l) “(1+7y))
0o0ooo0oog

24 0000000D0O0O0O0OOO
00000000000 500000000000
0000000000O0O000O000OO0'*Yoooo
000000000000000000000000
00000000(Q)0000D00oOooooonog
00(2)0000D00000 20000000000
ooooo

000000000D00000D000000 250
000000000 500000000000000
000000000000000000000000
000000000000000000000000
000000000000000000000000
000000000000000000000000
000000000000000000000000
000000p; =min(l,max(0.5-¢ " —0.5,0))
000000000000000000000000
O 00000+:00050000000000
0000000000000 0000D0000
000000000000 0000000000
00000000 500000000000000
00000000000000000000000
O000G(G)O0DOoooooo() s, 000200
0000000000000000 +0000 2

00000 5000000000 %" 00000
0000000000 » 00000000 p OO
pi=elem™y @™ nooooooone

goooboooooooooobobooooooooo
gooooooooooboobobbo0obonDgds; O
gooooooboooooo

3. O OO0

gobooooooooooooobooooooo
goooobooooooooooooooooooo
gooooooooooooooooboooooooo
gooooboooooooobooocoooooboooooon

Y ¢ 0000000000000000000000000000

gd0ooooooooooooooOooos;00000000
goooo

May 2006

gboooboooooooooboooooo

3.1 DOO0O0OO0OoOooooobooOouooboooo

goboooooooooobooooooooooon
goboooooooooboooooooooooboooo
gobooOoooooooooocoooooobobooo
goooooooooobooooooooobobooo
gooooooooooboooboooooobooDoboo
goboooooooooooooooooooood
gooboooooooooooooooo1bo00d
goboooooooooboooooooooobood
gooooooooobooooobcoooooboooo
gooo

3.1.1 OO0O0O0OO0OO00OCOO0OOOOoO0oOO00OOn

gbobooobooboooooboobooooon
gooobooooooooboooooboobooooo
goooOooooOobD0obO0obobOobO 100 20
03000000000ooboobooooooboooon
gooooooooooo -ooooooowooo=
500:500 000000000000O00O00O0O0

gl1bo0oooboooobooboooooooon

1200

-0 ~Market Price
Fundamental Value

S
8

@
8

,

Stock Price
=
8

s
8

o
=
S

o
0
250
500
750
00

I

T TimeStep

01 00000O0O0000DoOo00 :oooooo
= 500 : 5000
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