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Bubbles in hybrid markets
How expectations about algorithmic
trading affect human trading’

Mike Farjam? Oliver Kirchkamp¥

October 3, 2017

Bubbles are omnipresent in lab experiments with asset markets. Most of these
experiments are conducted in environments with only human traders. Since
today’s markets are substantially determined by algorithmic trading, we use a
laboratory experiment to measure how human trading depends on the expected
presence of algorithmic traders. We find that bubbles are clearly smaller when
human traders expect algorithmic traders to be present.

JEL: C92, G02
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1. Introduction

Experimental research on assets markets began in the mid 20th century using a stable design
which has hardly changed since (see Section[2|below). However, if we look at real world asset
markets in the 21st century, we see great differences compared to asset markets in the 20th
century. In the last century humans interacted with each other face to face. Today computers
serve as an intermediary. The use of computers on asset markets comes in many forms. It
includes simple support of human traders in scheduling sales of assets without influencing

“We would like to thank the Max Planck Society for financial support through the International Max Planck Re-
search School on Adapting Behavior in a Fundamentally Uncertain World. We would also like to thank the par-
ticipants of the Experimental Finance conference 2015 in Nijmegen and the 2015 Annual Congress of the Euro-
pean Economic Association for their valuable feedback. We use R version 3.3.3 (2017-03-06) and JAGS 4.3.0 for
the statistical analysis. Data and methods can be found at https://www.kirchkamp.de/research/bubbles.html

TLinnaeus University, Department of Social Studies, Universitetsplatsen 1, 35195 Vi&xjo, Sweden,
Mike.Farjam@Inu.se

iUniversity Jena, School of Economics, Carl-Zeiss-Str. 3, 07737 Jena, oliver@kirchkamp.de, & +49 3641 943240,
mw +49 3641 943242.

Page 1 of 38


http://eeslive.elsevier.com/jebo/download.aspx?id=208181&guid=515edddc-b6d5-4637-9cc3-078b28684e10&scheme=1
http://eeslive.elsevier.com/jebo/viewRCResults.aspx?pdf=1&docID=14900&rev=1&fileID=208181&msid={8186DD80-7908-4627-83C2-E4300705BFD9}

Download English Version:

https://daneshyari.com/en/article/7242669

Download Persian Version:

https://daneshyari.com/article/7242669

Daneshyari.com


https://daneshyari.com/en/article/7242669
https://daneshyari.com/article/7242669
https://daneshyari.com/

