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New Book Explores Stock Market Instability
Under Radical Uncertainty

Cambridge University Press in collaboration with the Institute for New
Economic Thinking publishes How Novelty and Narratives Drive the Stock
Market: Black Swans, Animal Spirits and Scapegoats by Nicholas Mangee

NEW YORK—Today the Institute for New Economic Thinking (INET) and Cambridge
University Press announce the release of the latest title in their collaborative book series,
Studies in New Economic Thinking, titled, How Novelty and Narratives Drive the Stock
Market: Black Swans, Animal Spirits and Scapegoats, by Georgia Southern University
Professor Nicholas Mangee.

“Nicholas Mangee's

Radical (or “Knightian”) uncertainty famously creates problems for analyzing movements of
the stock market. Classical approaches to probability that depend on repeating patterns
simply do not work very well.

Nicholas Mangee’s book sets out a new approach to dealing with this type of uncertainty,
the Novelty-Narrative Hypothesis (NNH). “Historically novel events cause the processes
driving stock market returns to change in unforeseeable ways,” says Mangee. “This kind of



instability famously eludes representation in terms of standard probability theory, which
relies on past data. To deal with so-called ‘radical’ or ‘Knightian’ uncertainty, market
participants rely on narrative dynamics to help give shape and contextual meaning to novel
events as relationships change in real-time.”






