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• Maybe there is in human nature a deep-seated 
perverse pleasure in adopting and defending a 
wholly counterintuitive doctrine that leaves the 
uninitiated peasant wondering what planet he 
or she is on.—Robert M Solow 2009 
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Looking into the sky quickly gets passers-by to follow. 
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A Microstructure Model for Financial Markets 

• Temporary equilibrium model for stock price dynamics. 

• Heterogeneous agents: fundamentalists and chartists. 

• Agents follow the recommendations of financial “gurus”. 

• Propensities to follow individual gurus depend on the gurus’ 
Performances ! reinforcing learning effect. 

• Stock prices are driven by the fluctuations in the gurus’ market 
shares and aggregate liquidity demand ! feedback effects. 

• Spontaneous herding generates temporary bubbles and crashes. 

• Prices temporarily deviate, but inevitably return to fundamentals. 

We study a financial market model where temporary bubbles occur, 
But where the overall behavior of the asset price process is ergodic. 
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