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Simce the mid- 1950k, the figld of finance has been dominmed by the traditional france mode] developed by
the economist of the University of Chicago. The Ceniral sssamption of the maditional finance model is tha
peopk: are retional. Smnderd Fimence theories are based on the premises that invesior behaves mationally and
siock and bomd markers are efficient. As the fisancial sconomist were assaming Sat peopleainvesiors)
betaved ratonally when making financial decisions, psychologisis have found thai economic decision are
made in an imational manner, so they challenge this ssemption of sisndard fisance. Cognitive ermor omd

. Hrmristics , Abtrsdbubien Errees . Cognitive Besananco , Biases .

exntreme emotionzl biss can cause investors io make bad invesiment decisions, thereby meanisg that they ao
in irraticmal manner.

It would be mice if invesiors ond markets moved solely on dhe basis of fundamentals and sconomie and
finencizl analysis of bsinesses. Bur o tmes, invesiors appenr 1o lsck seli-comtrol, st inmational, and make
decisions based more on persoral biases tham focts.

The swady of ssch psychological influences om investors and. by exiersion, markeis, & called bebavioral
finance.

O could say behaviorsl fimance canse shoul i & way 1o explain in o ratosal way the irational bebavior of
mirkets and mvesiors of, os one peclaimed economist put i, finemce from & broader socinl science
perspective imcluding peychology and sociology.

Tradiviceal financial theory holds that merk ets and investors are rtional; imvestors have perfect self-conirol,
axed aren’t confused by cognitive enmors o infemsaton prooessing Smors.

Mow, nocording to the Cornpomste Finasee Instiiuie, behmvional finamce bolds that investors are considersd
*normal,” not “raciosal;” they have limits 1o their self-control, are influenced by their own bises, and make
cognitive ermors that can bead 1o wrong decisions.

The stady of behaviom| finamce, & sab-field of behavionl economics, arose in the 1980s, when eracks began
1o oppear i what was then considered the Efficien Marke Hypothesis.
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plice mgiEession, & £, Bullymg, and shusive supervision sl pradominmnely mvesnganed the darimental clecs of

regtive weimkplince oo on Lsgets’ work atitide., work belaviom, i well Sy, This sescisch Bi s thal
largets of these negative worliplace behavions e ks in orgmizations] cilizsship beavior | Dulal, 2007), kave
hgher Darmste (Chisgbun & Harsisom, N08], and experisnes more slress tham their collcagues (Bowling &
Beche, 20060 A relatively new sddition o the domain of e hpdsaos bt o waekpla: inciviliny, defined
a5 low-miemsiry devian woekplsos behayior with sm mshiguous sl i harss (Andosson & Peasm, 1999, p 457
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Workplioe mvility is wbiginei. 11 b been & 1 e 78 il o woorliens e imeivilily, wath S0
expericacig such condust o beas weekly (Poral & Pearson, 2013). The y et of e "
entimuied a1 514000 p employes arsually, dos e peopect delays and cogmitne duasscton from woerll (Peamon &
Posatls, 2091 Thesss slatialacs iee alirrmisg as they mdicate dal inaivility affect ssny cosplopecs sl i i large
firarnzial inge | on s corgam Eateons Bhey ol for. Morsoy ez, Be hustes cos buene by snplepess who me adjesial
1o werkplese incviliny ans quite severs. They sy, Tor imtanes woery, 1y 0 svoid the ine gatce, withdraw fross work,
and even ke the r frstrataons oul om cisoseers (Porath & Pearson, 20030

The alarssing sate and costs of workplice momility stirmslsted miversines o develop and sxecune civilily campagns
(&g, Oregon State Universaty, Central Flosida University, State Usiversity of Mew Yok, nd Loyels Univessity), lad
to e st ol a g L that sl civaliny is g amd d & varsety of organizetssns
o cmphaiize cviliny in their ongesiratoas | e g Charscter Counts in lowa, the Community Foundston of Gremer Des

incivality is
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