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We propose and document the evidence for an analogy between the 
dynamics of granular counter-flows in the presence of bottlenecks or 
restrictions and financial price formation processes. Using extensive 
simulations, we find that the counter-flows of simulated pedestrians through a 
door display many stylized facts observed in financial markets when the 
density around the door is compared with the logarithm of the price. The 
stylized properties are present already when the agents in the pedestrian 
model are assumed to display a zero-intelligent behavior. If agents are given 
decision-making capacity and adapt to partially follow the majority, periods of 
herding behavior may additionally occur. This generates the very slow decay 
of the autocorrelation of absolute return due to an intermittent dynamics. Our 
finding suggest that the stylized facts in the fluctuations of the financial prices 
result from a competition of two groups with opposite interests in the presence 
of a constraint funneling the flow of transactions to a narrow band of prices. 

Submission history
From: Daniel Parisi [view email] 

[v1] Sun, 13 May 2012 23:22:04 GMT (78kb)

Which authors of this paper are endorsers?

Link back to: arXiv, form interface, contact. 

Download:
● PDF 
● PostScript 
● Other formats 

Current browse context:
q-fin.ST 
< prev | next > 
new | recent | 1205

Change to browse by:
physics

physics.soc-ph 
q-fin  

References & Citations
● NASA ADS 

Bookmark(what is this?) 

         

 

Comments: To be submitted to PRE
Subjects: Statistical Finance (q-fin.ST); Physics and Society 

(physics.soc-ph)
Cite as: arXiv:1205.2915 [q-fin.ST]
  (or arXiv:1205.2915v1 [q-fin.ST] for this version)

We gratefully acknowledge support from
the Simons Foundation

and member institutions 

(Help | Advanced search)

    

Search or Article-id

All papers Go!


