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The purpose of this project is to construct inductive learning theory to
describe learning process of bounded rational decision makers, which is based on their experiences.
We focused on experimental asset markets, and analyzed their behavioral data for the following
purposes: (i) Classification of subjects’ rationality, (ii) Extraction of effects of their higher
order beliefs, (iii) Their predictions of future prices, and (iv) Effects of their heterogeneous
experiences. As a result, we found that the bubble of asset prices is facilitated by heterogeneous
cognitive abilities, and is due to subjects’ higher order beliefs. Furthermore, we also observed
that the experienced subjects in experimental markets adaptively learn price paths in their present
markets. In addition, we show a new methodology of experimental assets markets to control subjects

incentive when they have more incentives.
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