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This study sought to introduce a new perspective to the study of financial
markets in early eighteenth-century London and in particular to analyse the relationship between
cognitive bias and investment behaviour at the dawn of financial capitalism. The study first
analysed the extent to which rational investors understood price fluctuations in terms of "people’s
madness”, what social psychologists would call attribution bias. Next, the study asked what kinds of

human ties and communities may have fostered these cognitive biases. The results suggest that
market understanding through “"human madness® is likely to be particularly applicable where social
distances are greater, and market relationships anonymous.
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