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Department of Economics 
Carleton University 

ECON 4057 A – Behavioural Financial Economics 
 

2017 Fall: Meets Fridays, 8:35 – 11:25am in 217 Tory Building 

Instructor Contact Information 
Professor Radovan Vadovic, D-896 Loeb, 613-520-2600 x 1509, radovan.vadovic@carleton.ca 

Office hours: Monday, 3 – 4:30pm 

Prerequisites 
ECON 2030 with a grade of C- or higher or ECON 2003 (no longer offered) with a grade of C- or 
higher, and ECON 3050 with a grade of C- or higher. Students who believe they have taken a 
similar background course or courses from another university must provide appropriate 
documentation to the Department of Economics Undergraduate Administrator, Amanda 
Wright. 

Course Description 
The course will focus on exploring the role of human psychology in economic decision-making 
with financial applications. Students get an in depth understanding of several important 
psychological biases that influence the way people make choices, such as, gamblers and hot 
hand fallacy, loss aversion, temptation and present bias. Examples and experiments will 
complement the discussion and will give students some real life exposure to issues at hand. 

Required Textbook 
Belsky, Gary & Tomas Gilovich: Why Smart People Make Big Money Mistakes, Simon & 
Schuster, 2010, ISBN: 1439163367 
 
In addition to the textbook there will be assigned journal articles and slides from class sessions 
that I will be posting the on the cuLearn class website throughout the semester. Notes that 
you take in class will be an important complement to the assigned readings. 
 
All readings will be assigned on weekly basis and posted on the cuLearn. 

Examinations and Grading Policy 
Class Participation:   10% 
Midterm examination:  45%      on Friday the 3rd of November  
Final examination:   45%      scheduled by the university 
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Each exam or class assignment, etc., will be graded on a 100-point scale. The final scores will 
be combined using the weights above and then translated into an alphabetical final grade in 
accordance with the percentage equivalents described in the Undergraduate Calendar. If 
necessary, exam grades or final course grades will be adjusted in a rank-preserving manner to 
fit the relevant departmental distributional norm. Without legitimate reason no examinations 
or assignments are reviewable after two weeks of being recorded on cuLearn. 
 
No course grades are final until approved by the Faculty Dean. Application to write a deferred 
final examination must be made at the Registrar’s Office. 
 
Examinations: There will be two exams for the course: a mid-term exam and a final exam. 
Exams are not cumulative and they are comparable in terms of length and difficulty. There will 
be no make-up mid-term exam. 
 
Students who can document a compelling reason for missing the midterm examination will be 
excused and their final grade will be based on their performance in the rest of the course. 
Students must inform the instructor of such an absence in advance, if possible. For the 
absence to be excused an electronic confirmation of receiving a valid note by instructor will be 
required within 10 days of the absence. 
 
Homework: A homework assignment will be given after each class session. Answers and 
partial solutions to the previous homework assignments will be posted one week before the 
relevant examination. It is absolutely essential that you attempt to do the homework 
assignments yourself. You will find that solving homework problems is a good preparation for 
the examination. 
 
Participation: Each class assignment (e.g., quiz, homework, or experiment) that you turn in to 
the instructor in class will earn you a point. If it is a graded assignment then this point will be 
multiplied by your score divided by 100. Your participation score will be calculated as the 
number points earned during the course of the term divided by the number of total points 
possible. 
 
Experiments and Extra Credit: Throughout the term you will participate in series of in-class 
experiments in which you will respond to a particular decision-making scenario. Depending on 
your choices, choices of others, and random outcomes you will earn points. The points will 
accumulate over the course of the term and at the end the instructor will reward 5 students 
with the highest point count by adding 1% of extra credit to their final score for the course. 
 
Policies 

Please be aware that plagiarism is serious offence at Carleton and should be recognized and 
avoided. For information on how to do so, please see “Pammett on Plagiarism and 
Paraphrasing” at www.carleton.ca/economics/courses/writing-preliminaries. 

http://www.carleton.ca/economics/courses/writing-preliminaries
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Classroom teaching and learning activities, including lectures, discussions, presentations, etc., 
by both instructors and students, are copy protected and remain the intellectual property of 
their respective author(s). All course materials, including PowerPoint presentations, outlines, 
and other materials, are also protected by copyright and remain the intellectual property of 
their respective author(s). 

Students registered in the course may take notes and make copies of course materials for 
their own educational use only. Students are not permitted to reproduce or distribute lecture 
notes and course materials publicly for commercial or non-commercial purposes without 
express written consent from the copyright holder(s). 

Other University Policies 

Please consult: Equity Services at www.carleton.ca/equity/accommodation, the Paul Menton 
Centre at www.carleton.ca/pmc/students/accommodations, and the Undergraduate Calendar 
at calendar.carleton.ca/undergrad/undergraduniversity/selectedsenatepolicies. 
 
Readings and Academic Calendar 

Tentative Outline of Topics: 

Week 1: Introduction & Methods 
Week 2: Markets  
Week 3: Asset Markets Trading & Bubbles 
Week 4: Herding & Information Cascades 
Week 5: Representativeness Bias 1. 
Week 6: Representativeness Bias 2. 
Week 7: Fall break 
Week 8: Midterm Exam 
Week 9: Overconfidence 
Week 10: Overconfidence (cont.) & Expected Utility  
Week 11: Risk Aversion, Ambiguity Aversion, Regret 
Week 12: Loss Aversion & Reference Dependence 
Week 13: Present Bias & Temptation 

  

http://www.carleton.ca/equity/accommodation
http://www.carleton.ca/pmc/students/accommodations
http://calendar.carleton.ca/undergrad/undergraduniversity/selectedsenatepolicies

	Department of Economics
	Carleton University
	ECON 4057 A – Behavioural Financial Economics
	2017 Fall: Meets Fridays, 8:35 – 11:25am in 217 Tory Building
	Instructor Contact Information
	Prerequisites
	Course Description
	Required Textbook
	Examinations and Grading Policy
	Policies
	Other University Policies
	Readings and Academic Calendar


