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Abstract

Based on the prospect theory, the risk attitude of fundamentalists varies over time. If the devia-
tion of the risk asset price from the fundamental price become more lager and lager, the risk aver-
sion coefficient for fundamentalists will become smaller and smaller and then introduce a sensi-
tive factor. To the chartists by considering a nonlinear function impacted by the learning strength.
Using the theory of difference equation, we analyze the equilibrium solution, stability and bifurca-
tion of model. Finally, we get the following conclusion: The learning strength has the effect of de-
stroying the stability of the market and the sensitivity factor has the effect of stabilizing the market.
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