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Abstract; From the dynamic relationship between the information and the price, the essence of

the stock price adjustment process is a updating process of information and belief. While take the

investor psychology into consideration endogenicly, both the market microstructure and the behavioral

finance describe this process. Based on the structural friction, the market microstructure theory

investigates how the trading mechanism imposes to it. And based on the cognition biases, the

behavioral finance does how about the investor psychology too. Basically. the cognition biases can be

impounded into the price through the updating of information and belief. This is the critical to the

market, as well as the interaction of the two theories.

Key words: stock price adjustment process; market microstructure; behavior finance; theoretical

framework



