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Fig. 2 Relationship between trading volumes and belief differences between different agents
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Heterogeneous beliefs survival and market impact

ZHENG Min

China Institute for Actuarial Science Central University of Finance and Economics Beijing 100081 China

Abstract: Within the framework of heterogeneity in beliefs this paper analyses the impact of different
beliefs on asset pricing and the trading volume and gives the survival condition of investors. We find that
investors with a more accurate expectation of the real return of risky assets can drive other investors out of
the market. But the selection process can be very slow. Therefore when we consider investment and
asset pricing in a short period the interaction of all investors should be considered rather than only
investors with a more accurate expectation. In fact the existence of heterogeneous beliefs is the necessary
condition for the trading volume and the changes of wealth and beliefs of investors play an important role
in asset pricing. If we ignore the impact of heterogeneous beliefs the partial results will be obtained.

Key words: heterogeneous beliefs; survival, asset pricing; trading volume
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