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Abstract. This article explores how behavioral economics can enhance the accuracy of market 

predictions. By integrating psychological insights into economic models, the study aims to bridge the 

gap between traditional theories and real-world market behaviors. The research examines various 

cognitive biases and their implications for forecasting accuracy. It also presents empirical evidence 

from recent market trends to support the proposed models. The findings suggest that incorporating 

behavioral factors can significantly improve prediction outcomes, offering valuable insights for 

economists and investors alike. 
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Introduction 

Behavioral economics, a field that combines insights from psychology and economics, has 

gained significant traction in recent years. Traditional economic models often assume 

rational behavior, yet real-world decisions frequently deviate from these assumptions due to 

cognitive biases. This article delves into the influence of behavioral economics on market 

predictions. By examining cognitive biases such as overconfidence, loss aversion, and herd 

behavior, the study seeks to enhance the accuracy of market forecasts. Through empirical 

analysis, we demonstrate how incorporating behavioral insights can offer a more nuanced 

understanding of market dynamics. Our research contributes to the literature by presenting a 

robust framework that integrates psychological factors into economic predictions, ultimately 

improving decision-making processes for stakeholders. 

This is a preliminary version. To read the full version of the article, please purchase a 

subscription. 
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