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The Deficiency of Modern Financial and Solution Path
Song Yuchen

Abstract: Whether the market is effective or not is the fundamental difference between standard
finance and behavior finance. A fatal flaw of the EMH ( Efficient Market Hypothesis) , which is the basis
of standard finance, is the validity of certain time point, that is to say stock price reflect all information
on time and accurate. The idea condition is not only lower the applications of the theory but also put it in
a huge theoretical defects, still, where the behavior finance questioned. There isn’ t a theory be built by
behavior finance which more practical than standard finance after the behavior finance overthrow the
fundamental assumption of standard finance, which practical is far behind the standard finance
represented by CAMP, APT and OPT etc. This paper advances the theory of market effective cycle,
which seem the market effective is a period rather than a time point, and examining this theory though
empirical study. The major value of the theory of market effective cycle is the brilliant breakthrough on
resolve the disagreement between standard finance and behavior finance.
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