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Understanding Stock Market Fluctuations: Evidence from Sudan 15+ million members; + million publications; k+
research projects.

When people attempt to understand complicated information, they tend to simplify the task by relying on
mental shortcuts, or heuristics  Perhaps most relevant to investment behavior, fluency gives rise to feelings of
familiarity and a positive affective response, resulting in higher judgments of preference 19 ,  These results
imply that simple, cognitive approaches to modeling human behavior sometimes outperform more typical,
complex alternatives. If this were true, it could be that company size rather than name fluency influenced share
price. Businesses often grow by investing in themselves, and to do that, they need capital. One concern with
the second study is that investors may have derived useful semantic information from company names. It was
therefore important to replicate these findings in an ecologically valid domain, where competing sources of
information have the potential to eliminate the effects of name complexity on performance. During bear
markets , they pull back on spending, fearing the loss of wealth and purchasing power as the value of their
investments contracts. People are also more inclined to believe aphorisms that rhyme e. Potential investors
exist in greater abundance, as more people put their money in stocks during bull markets. Indeed, the home
bias suggests that people are reluctant to invest in foreign stocks because they feel better informed about the
factors that influence local stock prices. You'll see prices go up and down by a percentage point or two with
occasional larger swings. First, hedge funds pushed the price far beyond what any conservative buyer would
want to pay and when it looked like the world might struggle for a bit, dumped it, driving it down below what
the same conservative investors might want to pay. Who or what is causing them? It can be a valuable tool for
gauging the health of the overall economy, though it occasionally misleads old quip among economists: The
stock market has correctly predicted 15 of the last three recessions. Although investors stand to benefit from
diversifying their portfolios, they might prefer the familiarity of domestic stocks, avoiding the lack of
information associated with foreign markets. This can be a problem, particularly during periods like the
collapse of because firms such as Lehman Brothers were forced to dump anything and everything they could
to try and raise cash. The volatility of Tiffany's share price years ago when I originally wrote this article was
entirely unwarranted by the long-term value of the firm. Researchers have recently begun to consider the
influence of incidental variables on stock market investment. The only related study we located demonstrated
a correlation between stock performance and the likelihood of that stock being recognized  If stock market
analysis were solely the province of economists and financial analysts, one might accept their robust failure to
predict short-term stock prices as an indication that stock prices are only predictable in the long term. When
consumers buy more, businesses that sell those goods and services benefit in the form of increased revenues.
To rule out the possibility that this effect was limited to one particular stock market, we conducted the same
analysis using data from two distinct markets. For example, people tend to judge stimuli that are fluent, or
easy to process, more positively on a range of evaluative dimensions. A consumer who sees his portfolio drop
in value is likely to spend less. Thus, company size did not mediate the effect of name complexity on share
performance  Why do stock prices fluctuate? This tends to drive the price upwards, increasing the market
quotation at which investors can sell their shares, enticing investors who had previously not been interested in
selling to sell. But sometimes, events can occur to cause shares to rise or fall sharply. The Stock Market and
the Economy Defined as the market in which equity shares of businesses are bought and sold, the stock market
measures the aggregate value of publicly traded companies. A portion of the agreed-upon purchase price may
be rendered in stock, with the target firm considering it a good deal due to the health and strong outlook of the
acquiring firm. A rising stock market signals investor confidence, as buying activity pushes up prices. It could
be an earnings report that shows good or bad financial news. On most days, investors choose to buy or sell
shares based on their evaluation of the company's balance sheet, and their overall impression of whether a
company is fairly priced. Stock can also be used as currency when a business wishes to expand. On the other
hand, when sellers outnumber buyers, there is a rush to dump stock and whoever is willing to take the lowest
bid sets the price resulting in a race-to-the-bottom. Some of this will be a bit of an oversimplification but by
the time you're done reading it, you'll know a lot more than the general public about the way the stock market
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works and how stock prices are set. Similarly, foreign company names might be more disfluent, leading
investors to prefer fluent stocks not because of the complexity of their names, per se, but because of their
country of origin. Studies have shown that people believe fluent stimuli are more frequent 13 , true 14 ,
famous 15 , likeable 16 , familiar 17 , and intelligent 18 than similar but less-fluent stimuli. Thus, differential
naming trends across industries did not explain the relationship between name complexity and stock
performance.


