
Behavioural Economics 
and Finance
Second Edition

Michelle Baddeley



Contents

List of figures ix

Acknowledgements x

 1 Introducing behavioural economics 1

Part I

MICroEConoMIC PrInCIPlES 17

 2 Motivations and incentives 19

 3 Heuristics and bias 35

 4 Prospects and regrets 54

 5 learning 74

 6 Sociality and identity 97

 7 time and plans 109

 8 Bad habits 125

 9 Personality, moods and emotions 141

Part II

EXtEnSIonS: PolICY, nEUroEConoMICS anD BEHaVIoUral FInanCE 159

 10 Behavioural public policy 161

 11 neuroeconomics I: principles 176

 12 neuroeconomics II: evidence 196

 13 Behavioural anomalies in finance 214



viii   ContEntS

 14 Corporate investment and finance 231

 15 Emotional trading 242

Part III

MaCroEConoMICS anD FInanCIal SYStEMS 253

 16 Behavioural macroeconomics 255

 17 Financial instability and macroeconomic performance 271

 18 Happiness and well-being 286

Bibliography 299

Index 331


