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dave Allman: hi, dr. casti. Thanks for joining us 
today. 

John Casti: Thanks, Dave. 

I’d like to discuss some of your older material 
before we get to Mood Matters. you were talking 
about “social behavioral patterns” back in 1989, for 
example in Paradigms Lost. What a great title, and 
with a jacket quote from Isaac Asimov no less! 

That book was a collection of about six mini-books, 
each one addressing a major unsolved problem in 
modern science. One of the unsolved problems 
was the “nature-versus-nurture” question. That 
is, to what degree is human behavior genetically 
programmed in—as opposed to the dominant 
influence being the environment in which you live? 
In those days the topic was called “sociobiology.” 
In its more modern incarnation, it’s usually termed 
“evolutionary psychology.” The book didn’t come 
to any definitive conclusions. My objective was 
to look at these big questions of modern science 
and the competing paradigms and see who holds 
which positions and why. Just for fun and to make 
it easier to read, I structured each of the questions 
as a kind of jury trial. I presented the prosecution 
and defense, and at the end of each chapter I 
stepped in as a member of the jury and cast my 
own ballot for which one I thought was the most 
convincing case. 

In Mission to Abisko (1997), another compilation, 
you touched on something that you do very well—the 
popularization of science, making it accessible to the 
masses. I loved John barrow’s chapter. he writes 
about count Algarotti’s book, Sir Isaac Newton’s 
Philosophy for the Use of the Ladies, which he 
described as not as condescending as it sounds. 
barrow presented two schools of thought. he brought 
up guys like lord Kelvin and Michael Faraday, 
who weren’t content with abstract mathematical 
explanations and wanted everything expressed 
with analogies. Then there was the other school 
which said, “If they can’t understand the abstract 
mathematical explanations, too bad—they’re just 
not up to speed with us.” Should this be a main 
goal of socionomics—to explain ideas in a “popular 
Science” way? 

I guess it depends on your tastes in these matters. 
As you mentioned, my own tastes are to make 
things as clear as possible. In fact, I have chosen 
most of my books’ topics not because I am an 

expert on them. Instead, I wanted to understand 
those questions more deeply myself. I thought that 
one of the best ways I could come to understand 
them was to try to explain them to somebody 
else. Almost all the books I have written have 
that character. With socionomics, I received lot of 
feedback on the manuscript from friends and so 
on. I kept sharpening and sharpening my view of 
the whole topic.  Eventually I was able to convey 
it with almost an outsider’s inside perspective. It 
was especially difficult in the case of socionomics 
because, as you know yourself, you have to ask 
people to suspend their disbelief about the way the 
world actually works. And that is a pretty tough 
requirement.

especially for people who spent a small fortune to 
be indoctrinated into traditional economic thought, 
for example. 

Right. Or who spent a whole lifetime around 
people who said that things actually work in this 
way and no other. It’s a taken-for-granted reality 
that you do not question. Just like in an earlier 
time when people thought that the Earth was flat. 
They would say to anyone who presented the view 
that the world might be round, “You don’t believe 
the Earth is flat? Just look out there, what does it 
look like?” In fact, the world isn’t flat, of course. 
But everybody believed it was. It illustrates that 
just because everybody believes something, it 
doesn’t make it so. Socionomics has a bit of that 
character. 

I referred to you to a colleague as the Great 
Assimilator—the guy who understands everything, 
puts it together and puts it back out there. Mission 
to Abisko is a good example of that.

Abisko is a small village of about 100 people up 
north near the Arctic Circle. We had a series of 
meetings there every year for several years where 
there’s a scientific research station of the Swedish 
Academy of Science. I have a friend who is head 
of the polar research for the Swedish Academy. 
His name is Anders Karlqvist and he co-edited that 
book. Several years ago Anders and I cooked up the 
idea of having a meeting every year. We had it for a 
week in a place that would not accommodate many 
people, maybe 15 or 18 altogether. That made the 
discussions manageable. It was great because we 
always chose a topic that was offbeat—something 
that transcended the normal disciplinary areas. 
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Science fiction/science fact was one example. We 
had another one on thinking machines; we had a 
meeting on prediction/explanation in science. It 
was always possible to 
get really good people 
to  come because 
even the best minds 
very seldom get an 
invitation to come and 
spend a week north 
of Arctic Circle at a scientific meeting. After the 
meeting was over, as part of the deal we asked each 
person to write a chapter for the book. So all of the 
material in the book was freshly written. 

your first article on socionomics was published in 
New Scientist (2002), which is generally a friendlier 
read than, say, Scientific American. you have a great 
sentence in Mood Matters where you say you want to 
“dispel the notion that the only way to expose ideas 
of substance is to make them as incomprehensible 
as possible.”

Well, New Scientist is written in a journalistic style. 
Scientific American has a more academic tone to 
it. The people who write the articles are mostly 
academics, and it is edited that way. You get a 
different editorial style. 

In the piece that Karlqvist wrote after Abisko, he said 
that “no theory can survive unless it is understood 
and appreciated by a considerable portion of the 
scientific community.” how do we get that to happen 
for socionomics? It’s not easy to get noticed by 
academia if you develop a theory or science outside 
the academic community. 

You’ve touched on a pretty major and difficult 
question. First let me say that I don’t really know 
the answer to the question. I have my own beliefs. 
My experience is actually a pretty positive one. I 
must have given on the order of 100 presentations 
about socionomics since that first article in New 
Scientist nine years ago. I’ve spoken about it in 
pretty much every corner of the world. Almost 
without exception, the reaction is very encouraging 
and positive. I think that Bob Prechter would 
probably tell you the same story. But, having people 
tell you, “Gee, it caused me to think differently 
about everything” is not the same thing as people 
saying, “I changed my mind about this particular 
belief I once held.” This notion that events cause 
people to feel a certain way or events driving social 

mood is so deeply wired into the humanset that 
it’s almost impossible for some people to abandon 
it. In fact, even though audiences on the whole 

a re  encouraging 
about socionomic 
observations, I have 
also had people in 
the audience who 
were so bothered and 
so troubled by the 

idea that underlies socionomics—that mood is the 
factor for events, not the other way around—that 
they were unable to even discuss the matter in 
a rational way. And these were academics, who 
are supposed to rely on scientific observation to 
arrive at their conclusions about the world. Some 
became angry and stomped out of the lecture room 
slamming the door on the way out.

yeah, I get that at home. Well, at least you know you 
were heard!

That’s right. I wasn’t unhappy about it because I 
thought, “It’s great that people have an emotional 
reaction to this.” Before I published Mood Matters, 
my belief was that nobody who sees this book is 
going to remain neutral or unmoved by it. They 
will either really like it a lot or they will hate it. So 
far, that conjecture is still alive. The comments that 
people left on Amazon about this book are either 
mostly either one star or five stars with hardly 
anything in between. 

A socionomist might say, “look, there is another 
example of polarization.”

Everywhere, all sorts of fragmentation is going on. 
I have many times written— and I think even put 
into the book—that if I went to sleep today for 20 
years and then woke up, one thing I certainly would 
not expect to see is a European Union or anything 
vaguely like what we have here in Europe today. 
But this is not the kind of statement that  helps you 
win friends and influence people. Most people who 
hear that hate the idea. They do not even want to 
discuss it. 

It’s partly because we are inundated with blather. 
news commentators are continually citing events and 
assigning causality to them. people want to know, 
“Why did this happen?” And at the same time, there 
seems to be no requirement of consistency behind 
the answers. 

“I chose most of my books’ topics not because 
I was an expert on them, but because I wanted 

to understand the topics better.”
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There is an alternative. It requires you to totally 
abandon everything you have been taught, 
everything you have ever believed about how the 
world works. Back to your original question, “How 
do you get the populace at large to start thinking 
in these ways?” You have to just keep writing and 
speaking and talking and convincing and show 
lots of examples and make socionomic forecasts 
that work. 

over the years, you see various times when 
traditional methodology fails miserably: earnings 
forecasts. The debacle in 2008-2009. rating services. 
The near-perfect record of economists failing to 
anticipate busts or booms. And yet people keep going 
back to the same well.

The principle at play is if you don’t know what to 
do, apply what you do know. Or in this case, if you 
don’t know what to do, apply what you think you 
know. In the financial markets that principle might 
work for awhile. If you are part of a consensus 
that believes a false principle and you, along with 
everyone else, manage to catch the trend, then you 
can profit during the trend. But you are profiting for 
all the wrong reasons. So, when the reversal comes, 
it will happen unexpectedly and at a point when 
your confidence is high and you are likely to be at 
your most exposed. And it is certainly not a good 
strategy outside of the financial markets. 

So, do you think that there are better sociometers 
than the markets?

I do not think that we will find any with all of the 
very useful properties of the financial markets. 
I do wish that we could measure mood directly 
with brain probes because it would make my life 
infinitely easier for expositors of socionomics. 
Then nobody would imagine that Mood Matters is 
about financial markets. I wish I could have used all 
the same charts in Mood Matters, but not labeled 
them as movements of the financial markets. I wish 
I could have just labeled the vertical axes “social 
mood” and left it at that.

In Mood Matters, you talk about the Mcnally group 
predicting an earthquake and its location back in 
oaxaca in 1978. These guys were spot on. They had 
the date, they had the location, and 32 years later, 
we are still scratching our heads, collectively—there 
have not been many accurate earthquake forecasts. 
What happened?

That’s why I put that example in my book. I had 
to go back to 1978 to find one like that. Actually, 
to be able to predict such an event, you have to be 
a little bit lucky. Like buying a Lotto ticket. You 
don’t always count on getting it right, but every 
now and then somebody does. The earthquake 
forecasters have not had so many great successes 
in the last 30 years. 

The whole forecasting business doesn’t forgive easily. 
Iben browning was a brilliant climatologist who had 
some very good forecasts and some great insights, but 
of course the media built up an earthquake forecast 
he made that did not materialize. Forevermore, 
they referred to browning as the climatologist who 
forecast the earthquake that didn’t happen. 

There are plenty of examples. These days, most of 
the people who are serious about forecasting do not 
put themselves in the position to get trapped like 
that. Even if you had a 100 percent surefire method 
of forecasting specific events, which no one does, 
you then face bigger challenges. Number one: who 
do you tell? And number two: how do you get them 
to take action? These are not scientific questions: 
They are socio, political and psychological issues 
that reside far outside the laboratory. I am head of 
a project at our Institute that has the grand title, 
Extreme Events in Human Society. The focus of the 
project is to acquire insight into the likelihood of 
human-generated extreme events, like the financial 
crises, terrorist attacks, political disturbances, 
a revolution, and so on. When I first set up this 
project, I said: “We are not going to be in the 
business of making point-in-time forecasts like, 
‘This country is going to have a revolution at this 
time and such and such a party is going to come 
into power.’” Such forecasts are lunacy; nobody 
can do that. To even hold out the prospect that you 
can borders on scientific fraud.
On the other hand, you can shed light on the 
environment within which events unfold and say 
that when the environment is in a certain state it 
biases the likelihood or unlikelihood of events of 
a certain type. So for example, you can say that a 
revolution or terrorist attack is more likely to take 
place in a period when you have a particular social 
mood than at other times. This is why socionomics 
is very important. 
 Bob Prechter did a fantastic job in 2003 when he 
published a list of about 100 events that would be 
more likely than not to occur over the next couple of 
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decades. If you look back at that list today, you see 
that many of those things have already happened in 
just a few years later, 
not the decades that 
Bob mentioned. So 
the real surprise is not 
that they occured, but 
that they occured so fast. Everything just seems to 
move faster nowadays, even extreme events.  [Click 
here to read the list.]

Which brings up the notion that a socionomist has 
to forecast. Isn’t a forecast part and parcel of what 
socionomics is about? 

I would use a different word than forecast: 
anticipation. A forecast is pointed and detailed. It 
says, “This event is going to happen in this place 
at this time.” Anticipation is more rounded. It says, 
“During this period, events of this kind of character 
will occur more often than during other periods.” 
Prechter has also delineated a long list of mood 
polarities and the kinds of events that would be 
labeled as belonging in one category or the other. 
Happy or sad, joining or fragmenting, polarities 
of this kind. If you are anticipating the future, you 
say, “In this period, the kind of polarity that will 
dominate will be the one on this side of the table.” 
And then you say, “What would that imply in the 
political domain?  For example, would it imply 
a period of time where political parties will be 
fragmenting? Or coming together?” That is not a 
specific forecast. It does not mean that those events 
must necessarily happen. It means they are more 
likely than not. So the “forecast”, such as it is, is 
a stochastic one, not deterministic.

Understood, but it’s useful to anticipate that mood 
will be moving in one direction or another. 

Absolutely, of course. Again, if you use the financial 
markets as a measure of that mood, then you have 
to project those markets into the future. You guys 
at EWI use the Elliott wave method, which is not 
bad at all. But it is by  no means the only way to 
predict the markets. There must be thousands of 
methods people use to project financial markets 
into the future. Some of them even work, at least for 
a while! I would say to somebody, ”Pick whatever 
method you like best, but get the time scale right for 
the kind of event that you’re concerned with.” This 
is why I organized my book around time scales. 
Certain events have certain unfolding times, and 

you have to respect those time scales when you 
read your sociometer. For example, if your concern 

is with the collapse of a 
global power, it does no 
good to look at the financial 
market averages on a daily 
basis. This time scale is 

much too short to capture the mood underlying the 
phenomenon of geopolitical change. For that, you 
need to look on an annual, or even decade-long, 
price change scale.

Given that social events unfold on different time 
scales, is there not a temptation for observers to 
find ways to make everything fit?  In fact, in a paper 
published in 2007 in The Journal of behavioral 
Finance, prechter and parker quoted hodgson as 
writing that empirical research is useless if “any 
observed behaviour can be fitted into the theory.” 
In other words, if everything fits, you’ve got to ask 
whether your theory is specific enough. To that end, 
how should socionomists structure their research so 
that it is not cherry-picked anecdotes?  

Sometimes people use that term cherry-picking 
to describe some of the examples I used in Mood 
Matters. And, yes, I would say that I did choose 
examples that supported the Central Hypothesis of 
Socionomics, and I made no bones about that. At 
the very beginning of the book, I said, “It’s a work 
of advocacy; it is not my duty or responsibility 
to make the case for the opposition.” On the 
other hand, I have challenged people to give me 
counter-examples. I would like to see a set of 
counter-examples in which social mood would 
suggest events of certain type, but where just the 
opposite actually took place. It’s not enough to 
simply speak about this possibility. You have to 
produce the data and the convincing evidence to 
support the argument. 
 I would also argue that socionomics is not a 
deterministic theory. In other words, in a given 
environment with a given playing field, many things 
are possible. But they are not all equally likely. That 
is the essence of socionomics. It is a method of 
weighing the likelihood of one event as opposed to 
another. It’s similar to weather forecasting. Right 
now in Vienna it is hot and steamy. If I went outside 
and measured the temperature and humidity and 
wind velocity and a variety of other things, I 
could say, “Well tomorrow might bring snow, it 
might be windy, it might be a sunny day. It might 

“I have had academics become angry and 
stomp out of the lecture hall.”

http://www.socionomics.com/pdf/0310EWT-excerpt.pdf
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be any of these things and more.” None of those 
possibilities are precluded by the known dynamics 
of atmospheric motion. But the possibilities are not 
all equally likely. So how do you place your bets? 
That would be the argument that I would give for 
what you can hope to obtain by way of a forecast 
using socionomic reasoning.
 Socionomics is not like, say, planetary motion, 
where you can forecast with great precision years 
ahead of time what is going to happen and have 
great confidence that you are going to be correct. 
In the case of socionomics, we say “The situation 
strongly suggests or weakly suggests that this kind 
of event is more likely than its opposite.” 

oK, it’s September 2010. right now in the U.S. 
we observe, “There is a lot of polarization. people 
seem angry. There’s this Tea party revolution; it 
will probably impact the election.”  etc., etc. but in 
order then to say, “expect further polarization and 
xenophobia,” requires a forecast. What is the basis 
for that? 

This comes back to how you measure social 
mood and how you project it into the future. In 
your case, you use the stock market as a mood 
meter. You have alternate counts for what is or 
isn’t likely to happen with the market movement 
and you say, “This is our best estimate as to the 
way things are going to unfold, but here is an 
alternate, and it could be elevated to our best count 
if such-and-such happens.” [EWI analyst] Steve 
Hochberg makes that statement regularly. A proper 
weather forecaster, not what you see on TV, but a 
real weather forecaster, would say the same sort 
of things. Then, and this is the real work of the 
socionomist, you say, “And if the mood does go 
in this direction, here are some of the effects that 
we will see.”

Unlike Greg benford in Mission to Abisko, who 
described Southern california weather forecasters 
as saying, “Tomorrow will be pretty much like today, 
only more crowded.”

I wrote a book many years ago; in fact it was 
the second so-called popular book that I wrote, 
called Searching for Certainty. I wrote that book 
around 1990, and I like it better than almost any 
book that I’ve written except maybe the most 
recent one, Mood Matters. It’s out of print now, 
but you can probably find it for about one penny 
on Amazon. It looked at the issues of prediction 

and explanation in modern science. I picked 
several very different areas. This is where I first 
met Bob Prechter. One of the chapters in the book 
was on prediction and explanation of stock price 
movement, and I came across his name and got 
in touch with him. We started an interaction that 
has gone on ever since. The first real chapter is on 
prediction and explanation of weather and climate. 
This was another example of my need to learn a 
lot of stuff I didn’t know anything about. I had to 
figure out how people evaluate the effectiveness of 
weather-forecasting schemes. One of the standard 
benchmarks that they use is to compare their 
procedure, whatever it may be, against what they 
called the “no-brainer” forecast. The “no-brainer” 
forecast is exactly what you just said, “Tomorrow’s 
going to be just like today.” Well, people really 
use that in the weather forecasting business to 
evaluate the effectiveness of different schemes. 
In that book, you will find some ways that people 
use different schemes for weather forecasting and 
how they match up against the no-brainer forecast. 
Why not use it with social events? I don’t see any 
fundamental reason why you couldn’t. 

Most futurists just extrapolate the present.

I get very impatient with that because most of the 
futurists I know do trend following. That means 
they say, “Tomorrow is going to be just like 
today, except a little bit better or a little bit worse 
depending on what the current trend is.” In that 
world there are no shocks or surprises. Tomorrow 
will be just like today except a little better or a 
little worse. The biggest danger of that is the fact 
that they are almost always correct. And there is a 
good mathematical reason for that. 

A trend in motion tends to stay in motion? 

No, I’m talking about turning points. Mathematically, 
they are called the critical points. When you look 
where those critical points occur on the time axis, 
you find they form a very small set in the universe 
of all time points. If you pick almost any moment 
in time at random, it will not be a turning point; 
it will be a so-called “regular point.” The “regular 
points” are trend-following points. But the only 
real action is at the turning points, and they form an 
infinitesimally small set. If you want to be right, it’s 
best to just stick with the regular points. But there 
is no real information content. You do not need to 
hire a futurist for that. You can do it yourself. The 
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real action, where you should really be ready to 
pay money, is for somebody to tell you where the 
turning points are—where the trends change. 

They are looking to find a much smaller target. 

Yes, infinitely smaller. That is why there is huge 
value if you can identify the turning point. I do 
not think that anybody can do it definitively and 
consistently. But what you can do is identify what 
I call the “shadow” of the critical points. These are 
regions where your turning points exist or are near-
by. That in itself is 
extremely valuable. 
That is my take on 
this kind of fore-
casting. 
 Yo u  c a n n o t 
forecast in the so-
cial sciences in the 
same way that you 
can forecast in planetary motion in physics. In fact, 
I have a paper right here on my desk right now 
that underscores this point. Here is its title: ‘The 
Limits of Forecasting Methods in Anticipating 
Rare Events.’

I like that title; the guy sounds like a realist. 

It is in a journal called Technological Forecasting 
and Social Change. This paper makes the argument 
that when it comes to social anticipation, or 
forecasting if you like, forget about physics. 
Physics is not the right paradigm for this world. 

bob wrote a similarly-titled study a few years ago. 
oK, back to the future: can you talk about the Kenos 
circle? 

The Kenos Circle is a society for exploration of the 
future. We are fellows from different backgrounds. 
Some are futurists, some are finance people, one 
is the Chief Foreign Correspondent for the main 
newspaper in Vienna, Die Presse, and some are 
modelers like me. We share an interest in getting 
a better glimpse of the future.  We have held 
four or five international—I would call them 
“workshops”—on different themes. Good people 
came and talked about different topics. Bob Prechter 
participated in one that focused on three major 
issues surrounding oil: price movement, peak oil 
and alternative energies. Another workshop was on 
cycles and social phenomena. Our target audience 

for these meetings is people in the international 
business community. 

That’s a good-enough segue into the Cambridge 
Quintet. I was a big Steve Allen fan. you said his pbS 
series, Meeting of the Minds, inspired you to write 
the Cambridge Quintet. Why did you choose 1949 as 
the year that you had the people sit down for that 
mythical meeting? 

It was more like reverse-engineering. I didn’t start 
with 1949; I started with the topic I wanted people 

to discuss. At the time, 
I was interested in 
this issue of thinking 
machines. So that led 
me to ask, “When did 
this whole topic really 
‘go live?’” The main 
catalyst, if you like, 
was a paper by Alan 

Turing published in 1950, I believe it was titled 
“Thinking Machines and Intelligent Computing 
Machines and Intelligence.”  So, I set the topic. 
Then I set a timeframe, roughly 1950 and set the 
players for this dinner. I then had to figure out 
who else I should bring in. I had a protagonist, 
Turing. But I needed an antagonist. I happened 
to already know that Turing had been a student of 
in the lectures of Wittgenstein in Cambridge, so 
I thought, “Well, Wittgenstein would be a great 
antagonist.” Finally, I needed a chorus. So I said, 
“Who else was around at the time who could fill out 
this group? Who would have different perspectives 
on this thinking-machine question?”  So I chose 
a biologist, J.B.S. Haldane,  a physicist, Erwin 
Schroedinger, who had written the book, What 
is Life?, so I knew he was thinking about these 
things. Lastly, I needed somebody who would be 
a genial, intellectual host. I thought about people 
who were in the intellectual milieu of Cambridge 
in that period around 1950. C.P. Snow came to 
mind because he wrote the Two Cultures not so 
long after that. Now I had all the players but, I 
then had to go and look at the timelines and see: 
where all these guys were at that time? Was it even 
plausible that they might have met in Cambridge 
for a dinner? Did any of them even know each 
other? Interestingly enough, of the five people 
the only two that I could determine had ever met 
were Turing and Wittgenstein. All the rest was just 

“You can say that a revolution or terrorist 
attack is more likely to take place when there 

is a particular social mood. This is why 
socionomics is very important.”
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speculation and guesswork. That is how all the 
various parts of the drama came together. It started 
with the question—thinking machines—and 
worked backward from there. 

If you were to do another book like it today, what 
would the topic be?

You know, Dave, you’re asking all the right 
questions, because I did do another book like it. It 
wasn’t a sequel to the Cambridge Quintet, but it 
was another book of the same style. It’s called the 
One True Platonic Heaven.

Which I have in my notes because bob told me he 
really enjoyed reading it. 

OK, then I won’t say too much more about it. It 
all takes place in one area, Princeton. It involves 
real characters and in general, it’s of the same style 
as the Cambridge Quintet. But it’s not a dinner 
party. I am sure it is another book that you can 
get for two cents on Amazon, so it won’t be a big 
investment.

What about the practical application of socionomics 
in business? could a socionomic-led research firm 
say to major corporations like fashion consultants 
or the auto industry—people who lay out half a 
million dollars for a 15-second spot during the Super 
bowl—“here’s the ad you want to run because this 
is where people are going to be heading.” It’s the 
whole “Should you be selling long skirts or short 
skirts? Muscle cars or hybrids? barbie dolls or Troll 
dolls?” 

I think that is completely doable. In fact, the 
project I am heading in our Institute in Vienna 
has a consortium of companies and government 
agencies. They are mostly from Finland. I am 
recruiting additional participants from Scotland, 
Japan, Singapore and elsewhere as well. They want 
us to give them some insight into, for example, how 
things are likely to unfold in the economic and 
business arenas in Finland over the next 20 years. 
It is long-term stuff, not short-term. And one of the 
tools—this effort is just now getting underway—
will be social mood analysis. You notice that there 
is a little section in Mood Matters in the second 
chapter about a study that my colleague Leena 
Ilmola did in Singapore a couple of years ago that 
foreshadowed this larger effort.

right – I recall that you had something going on with 
the Singapore government several years back. 

That’s right. In fact, Leena is going to Singapore 
soon. We want to use two different measures 
of social mood and see how they correlate. My 
measure is the one you guys would use—the 
Straits Times Financial Index. Leena has another 
approach, as described in the book. It is a lot more 
labor-intensive and involves data mining from 
the newspapers, picking out various pictures and 
telling how they represent the local mood, and 
web-mining. 

Seeing what is topical? The tone of headlines? 

Seeing combinations of words. We had people 
do what was called an “image wall analysis” 
with some color graphics. At the end, when we 
compared periods of positive and negative mood 
from the financial markets measure versus the 
same thing in the the composite measure. We 
found high correlation between the two. This was 
encouraging because each method of measuring 
social mood has its advantages and disadvantages. 
The stock market measure was easy, but it was a 
very highly-aggregated measure. In other words, 
it didn’t give us sense of the mood of subgroups 
within Singapore; instead we got a very complete 
picture of the mood of the entire population. The 
composite measure gave us a method that we could 
apply to sub-groups. That let us disaggregate the 
mood. Depending on the questions you want to 
ask, you might measure the mood of the group as 
a whole or some smaller segment of it.  

In Mission to Abisko, John barrow quoted Freeman 
dyson as suggesting that the trouble with the majority 
of hare-brained theories (in his case, of elementary 
particles) is not that they are crazy but that they are 
not crazy enough. Is this true of socionomics?

The basic premises that (a) it is the social mood 
that biases events, not vice-versa, and (b) events 
do not contribute in any meaningful way to the 
formation of that social mood are plenty crazy 
enough to satisfy Dyson’s requirement. In fact, 
most people—including academics—find them 
so crazy that they cannot bring themselves even to 
think about them in a rational, objective way. The 
points (a) and (b) together constitute such a threat 
to the way they have been taught to see the world 
that emotions rise to such a pitch that it swamps 
reason. I see no problem with the “craziness” of 
socionomics. The problem is the inability of the 
vast majority of people to think long and hard 
enough about what socionomics says AND to 
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be open to changing their minds in the face of 
overwhelming evidence. THIS is the problem.

In Would-Be-Worlds (1997), you talk about the 
“miserable contest” in 1995 between the 49ers and 
the chargers—eventually won by San Fran 49-
26—and using a simulation program, Fbpro95, 
to simulate multiple such contests between the 
teams. could simulations play a role in studying 
socionomics? have such market simulations already 
been done? 

My experiment involved a hundred simulations. 
And, yes, agent-based simulations—that is the 
technical term for that sort of modeling—is the 
ONLY way I see to do experiments of the sort 
the scientific method asserts are necessary to test 
hypotheses such as the Central Hypothesis of 
Socionomics. In fact, this line of investigation is 
one of the principal threads in the research plan 
for our project on extreme events here in Vienna. 
I cover this in Appendix B of Mood Matters.

What do you see as the major challenges for 
socionomics research?

(1) a lack of understanding of how social mood 
shifts within a population. Here agent-based 
simulations are going to be of huge help. And 
(2) the question of time lags in the two arrows 
constituting the Central Hypothesis. This time-lag 
problem is especially critical if you want to use 

Elliott waves to project the social mood meter into 
the future, since timing is the weakest link in the 
Elliott wave model. If you want to make forecasts 
you have to have a reasonably accurate scheme 
for predicting how the mood will shift on different 
time scales. At present, I see no such scheme 
with Elliott waves that is accurate enough to be 
consistently useful for short-term events—though 
it gets increasingly better the longer the timescale. 
So maybe we will have to combine methods. For 
instance, we might use Elliott waves to label the 
form of the mood’s movements, and something else 
for its timing. Another major research question!

When do you hope to be able to practice your favorite 
new york pastime—haunting the bookshops?

I practice that pastime in just about every city in 
the world. For instance, a few weeks ago I was in 
Tokyo for a heavy schedule of presentations, and the 
only moments I had free on this itinerary I spent at 
Maruzen, my favorite English-language bookshop 
there. Even here in Vienna there are several such 
shops. In fact I am happy and relieved to report 
that the hardcopy book as a medium—hardbound 
version, not electronic—is still alive and well. 

Glad to hear it – I’ll hold off on my Kindle purchase. 
Thanks John! 

n
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The world makes money go round. 
This is John Casti’s bold hypothesis 
in Mood Matters, which challenges 

both traditional financial theory and human 
gut reaction about how the world works. 
Most people believe that major world events, 
such as elections or the outbreak of war, infl 
uence the collective mood of society. Casti (a 
mathematician at the International Institute 
for Applied Systems Analysis, Austria) argues 
the opposite: social mood drives the events. In 
other words, social pessimism affects the like-
lihood of terrorist attacks rather than the other 
way around. By his account, the role of the 
financial market is as an accurate barometer 
of social mood, and a careful reading of the 
market’s highs and lows might help predict 
how crucial world events will unfold. 

Those within the field of social econom-
ics recognize that fi nancial markets are more 
about understanding people, and in particular 
crowd psychology, than about money itself. 
Alan Greenspan, the former chairman of 
the U.S. Federal Reserve, described human 
nature’s propensity to sway from fear to 
euphoria as “a condition that no economic 
paradigm has proved capable of suppress-
ing without severe hardship” (1). The book 
departs from tradition when considering the 
relation between these mood swings and 
events. Casti promotes the picture of “so-
cionomics” developed by Robert Prechter, 
which holds that social moods are driven by 
fundamental waves of optimism and pes-
simism that are surprisingly insensitive to 
world events. 

To present the case, “sociometers” are 
needed to chart the social mood. Using his 
characteristic mix of clarity and humor, Casti 
takes the reader through the various measures 
that might be used. Rising birthrates are 
an obvious expression of optimism for the 
future. However, he also shows how more 
subtle signs reveal correlations as the social 
mood evolves. These include the construc-
tion of skyscrapers, the rise and fall of skirt 
length, car color, and music trends. Casti 
presents an effective argument for why the 
financial market serves as the optimal choice 
of sociometer. 

The author reveals the tell-tale mani-
festations of socionomics through his 

meticulous detective work of the time lines 
involved in major events. In each case, 
he presents a compelling case for a mood 
change influencing the unfolding events. His 
conclusion often directly conflicts 
with flawed “event induces mood” 
sensations reported in the media. 
For example, the 2001 implosion 
of the U.S. energy company Enron 
was thought to have triggered a 
downswing in the financial market. 
Casti, however, argues that the 
sociometers at that time (includ-
ing the financial market) indicated 
that the mood was already on a 
downswing. That trend blew in a 
societal climate of intolerance, which set the 
scene for the media’s subsequent exposure of 
the Enron crisis. 

Whereas readers will accept that mood 
can influence certain collective events in 
society, the second part of the socionomics 
account—that events have little feedback 
on mood—will, as Casti recognizes, meet 
with more skepticism. Thus, he asks for a 

suspension of disbelief while he runs through 
his comprehensive set of examples. These 
include the lack of long-term response of the 
financial markets (and therefore social mood) 
to dramatic events such as Pearl Harbor and 
John F. Kennedy’s assassination. 

This unexpected insensitivity to world 
events addresses a historic puzzle: why the 

financial market traces out 
recognizable patterns as a 
function of time. As Casti 
describes in the book’s 
appendix, the peaks and 
troughs of the financial 
waves recur at increas-
ingly fine time scales. 
First reported by Ralph 
N. Elliott in 1938 (2), 
this repetition at different 
scales represents one of 

the earliest noted fractal patterns in a physi-
cal system. If we believe the traditional view 
that the market is driven by irregular and 
diverse events, why would these cumulate 
in a distinct pattern? Instead, the fractal pat-
terns provide an insight into human mood 
and behavior. 

This timely book benefited from Casti’s 
background in financial systems and complex-
ity theory. The ten years he spent pondering 
the concepts and their consequences are 
evident in the volume of graphical evidence 
it includes. The author wisely declares his 
colors early on by stating that the work is 
deliberately one-sided and “opinionated,” 
which is fair enough because his purpose is 
to trigger a reaction against the established 
beliefs of the financial world. The wealth of 
facts he presents should serve as valuable fuel 
for future scientific researchers arguing both 
for and against socionomics. 

In these times of financial turmoil, many 
people will pick up Mood Matters with the 
hope of predicting financial markets. Al-
though Casti includes a summary of Elliott 
Wave forecasting, his book is substantially 
more profound than this. By getting to grips 
with the relationship between events and so-
cial mood, he reveals the extent to which the 
latter determines our future. The last chapter 
discusses several questions that may help 
readers use socionomics to predict where 
our world is headed. The book emphasizes 
the importance of sociometers in signaling 
that fate.

Mood Swings
Richard Taylor

SOCIAL PSYCHOLOGY

Sign of upcoming downturn. Casti notes that 
construction of the next tallest building in the world 
(here, the Burj Dubai) starts while the local stock 
index is soaring, but a financial debacle arrives 
before the skyscraper is completed.

The reviewer is at the Physics Department, University 
of Oregon, Eugene, OR 97403–1274, USA. E-mail: rpt@
uoregon.edu
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On markets and collective mood

Elections, markets and judicial systems rest on 
the presumption that people make conscious, 
logical choices based on stable preferences. 
Journals are packed with evidence to the con-
trary. Among the variables recently suggested 
to affect important decisions are rain, hunger, 
sexual arousal and the colour of ink used to 
express one’s views. 

With reason dethroned as the ruling 
explanation for people’s conduct, the search 
is on for another framework in which human 
behaviour can be modelled. In Mood Matters, 
complexity mathematician John Casti argues 
that collective psychology is the place to look. 
The irrationality that matters — leading to 
financial panics, terrorist acts and political 
lurches—is not within individuals but among 
them, he says. Moreover, Casti believes 
that major social changes are signalled by 
fluctuations in markets. Reflecting the col-
lective mood, financial data are reservoirs 
of social information that can be tapped to 
predict crises. 

Mood Matters is a brief for the field of 
socionomics, a term coined by stock-market 
analyst Robert R. Prechter in the 1980s. It 
describes a nascent discipline that, Casti says, 
will explain and predict social change using 
reliable laws of human nature. Its instrument 
is stock-market indices, records of the prices 
of precious metals and the like. Because they 
have been recorded in detail for more than a 
century, financial markets are arguably one of 
the best measures of the attitudes of popula-
tions. The data are “clean”, Casti notes, and 
there are abundant tools for analysing them. 

Casti follows Prechter in arguing that 
social mood — defined as a group’s collective 
belief about the future—is the main driver of 

wars, political upheavals, terrorist campaigns, 
changes in fashion and economic booms and 
busts. Since 1700, he writes, major wars have 
tended to follow drops in stock prices. He 
discerns two types of collective mood: pes-
simistic and optimistic. Each mood moves 
through society in two phases so that nations, 
regions and even the whole world travel on 
an endless oscillation of mass emotion. Op-
timism, experienced first as hope then hubris, 
is followed by pessimism, felt as fear then 
despair, over many timescales. Returning to 
optimism once more, the cycle repeats. 

What causes social moods to form? 
Quoting Prechter, Casti offers only the thin 
notion that all people have an “impulse to 
herd in contexts of uncertainty”. This will not 
satisfy social scientists. Similarly hazy is the 
book’s definition of the group that shares this 
mass emotion. Casti assigns a single mood at 
a given time to a particular collective, whether 
that is the population of a city, country or even 
the world. But each of us belongs to more than 

one social group, so how can we have one 
belief about the future? How do individual 
beliefs contribute to the shared mood? How 
are variations over time to be reckoned with? 
All questions for the future, Casti says. 

With so many key concepts left unde-
fined, Mood Matters offers only trends and 
examples — horror movies are popular after 
stock prices have fallen, and incumbent politi-
cians are not. This is not the “plausible chain 
of connection” that Casti hopes will make a 
scientific law distinct from a mere correla-
tion. Similarly baseless are the inferences he 
draws between precise numbers and vague 
social concepts—for instance, between the 
Dow Jones Industrial Average and pessimism. 
Casti is right to ask how we should move to 
a post-rational model of human nature, but 
he does not make the case that market data 
trends are the road to insight. There is no short 
cut around the lab through the stock-market 
tables. fut

Collective psychology might be mirrored in the social information contained in financial market indices.

David Berreby writes the Mind Matters blog on 
BigThink.com and is the author of Us and Them: 
The Science of Identity.
e-mail: david@davidberreby.com
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