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Study of Herding Based on Irrational Behavior: A Simple Model

LI Ping, ZENG Yong

(School of Management, University of Electronic Science and Technology of China, Chengdu 610054, China)

Abstract: In this paper, we establish a simple model to study how the irrational behavior can originate herding in

security market within the sequential trading framew ork. The result indicates that herding never occurs in mar

ket if all the participants are perfectly rational; On the contrary, even if uncertainty has one dimension, irrational

behavior of trader may induce herding in the market.
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