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Abstract
Following the market-maker framework proposed by Day and Huang (1990), two types of forward-looking investors namely fundamentalists and chartists, update their price expectations according to psychological trading windows and cluster themselves strategically to optimize their expected profits. The switches between trading strategies lead to price dynamics in market that subsequently move price up and down, leading to different price patterns such as “Head and Shoulder”, “M-top”, “V-bottom” and etc. that are widely applied in the technical analysis by chartists. Huang, Zheng and Chia (2010) is the first study in the literature that model all three types of financial crises such as abrupt crash, graduate crash and delayed crash in a heterogeneous agents model. This research not only simulates price movements in financial markets but also identifies the underlying mechanisms and provides accordingly the justifications from the behavioral economics and behavioral finance.
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A Short Biography of Prof. Weihong Huang
Prof. Huang received his PhD from University of Southern California in 1989. Prior to joining NTU in 1998, he taught at Howard University from 1990 to 1992 and National University of Singapore from 1992 to 1998. Prof. Huang is an eminent economist whose works have appeared regularly in premier internationally refereed journals such as Journal of Economic Dynamics and Control, Journal of Mathematical Economics, Journal of Economic Behavior and Organization, Quantitative Finance, Journal of Applied Statistics, Nonlinearity, Chaos, Chaos Solitons & Fractals and Physical Review E. As a prolific writer in the research fields of non-linear economic dynamics, financial economics, game-theory and firm behavior, A/P Huang continues to be active in publication.

Prof. Huang’s wide knowledge and research experience, and in particular, his work on using chaos theory to model financial market and financial crises is of particular significance. The model he established with his dissertation supervisor has now become the classic. One of their joint papers is reprinted in International Library of Critical Writings in Economics with honor. For this work, he was again highly cited in the economics literature. In recent years, besides the topic to be discussed, Prof. Huang has devoted his research effort to the following area:
Appreciation of price-taking behavior: Price-taking has long been mistakenly regarded as an inferior firm behavior in an imperfectly competitive market. Such beliefs were first questioned and challenged in Huang (2002), where it is shown that in an oligopolistic industry where all firms equipped with identical technology, the price-takers always triumph over the other firms (including relative-profit maximizer) in a dynamical equilibrium in terms of relative profitability, regardless of what strategies (dynamical behavioral rules) these non-price-takers may adopt. Later in Huang (2008), it is further shown that in dynamic transitionary periods or when the economy turns cyclic or chaotic, a price-taker can enjoy relatively higher average profits than its rival should the latter adopt a myopic Cournot best-response strategy. This seemingly counter-intuitive fact has been again justified when a price-taker competes with a dynamic optimizer who dynamically optimizes its absolute profit stream over an infinite planning horizon. These results provide economical justification for ever-growing evolutionary game theoretical literatures in appreciating price-taking behaviour and at the same time clarify possible misunderstandings in interpreting their conclusions.
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