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Expectationss play a key role in economics. In the theoretical economic 
literaturee a number of expectations hypotheses have been proposed, 
forr example, rational expectations and adaptive expectations. 
Thesee models are purely theoretical and empirical research about 
howw people form expectations is scarce. Previous research about 
expectationss in economics is mainly based upon survey data but 
thesee data are often hard to interpret. In this thesis we run 
laboratoryy experiments to investigate expectation formation in a 
controlledd dynamic economic environment. We analyze how subjects 
formm expectations in two standard dynamic economic models, the 
cobwebb model and a standard asset pricing model. We investigate 
whichh of the benchmark expectation hypotheses describes human 
behaviorr in the laboratory and in particular we test the validity and 
limitationss of rational expectations. 
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