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Abstract Attainment of rational expectations equilibria in asset markets calls for the
price system todisseminate agents’ private information to others.Markets populatedby
humanagents are known tobe capable of converging to rational expectations equilibria.
This paper reports comparable market outcomes when human agents are replaced by
boundedly-rational algorithmic agents who use a simple means-end heuristic. These
algorithmic agents lack the capability to optimize; yet outcomes of markets populated
by them converge near the equilibrium derived from optimization assumptions. These
findings point to market structure (rather than cognition or optimization) being an
important determinant of efficient aggregate level outcomes.
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Our knowledge of the very narrow limits of human rationality must dispose us to doubt that business
firms, investors or consumers possess either the knowledge or computational ability that would be
required to carry out the rational expectations strategy.

Herbert Simon (1969)
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