

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
				
			
				
			
				
			
				
			
		

		
            

		
		
		
			
		
			
		
			
		
			
		
			
		
			
		
			
		
			
		
			
		
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Social Networks, Information Acquisition, and Asset Prices

	
    
        
            
            







    
    










    
    
    
    











			
                    Management Science, 2013, 59(6), 1444-1457
 
        

    
	

	
	
		
		
			43 Pages
		
		

		Posted: 18 Mar 2011
		
			Last revised: 21 Jun 2016
		
		
	

	
		
			
			




	See all articles by Bing HanBing Han
University of Toronto, Rotman School of Management
Liyan Yang
University of Toronto - Rotman School of Management


		

	
	
	
	
	



	
	
	
	
		
	
	
		
			Date Written: March 15, 2011

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		We analyze a rational expectations equilibrium model to explore the implications of information networks for the financial market. When information is exogenous, social communication improves market efficiency. However, social communication crowds out information production due to traders' incentives to "free-ride" on informed friends and on a more informative price system. Overall, social communication hurts market efficiency when information is endogenous. The network effects on the cost of capital, liquidity, trading volume, and welfare are also sensitive to whether information is endogenous. Our analysis highlights the importance of information acquisition in examining the implications of information networks for financial markets. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: social communication, price informativeness, information acquisition, asset prices, liquidity, volume, welfare

	
	

	
    

    
	

	
	
		JEL Classification: G14, G12, G11, D82

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Han,  Bing and Yang,  Liyan, Social Networks, Information Acquisition, and Asset Prices (March 15, 2011). Management Science, 2013, 59(6), 1444-1457,  Available at SSRN: https://ssrn.com/abstract=1787041 or http://dx.doi.org/10.2139/ssrn.1787041 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Bing Han (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					[image: University of Toronto, Rotman School of Management]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				University of Toronto, Rotman School of Management  ( email )

			

			
			
				
				
				
					Toronto, Ontario M5S 3E6
Canada
4169460732 (Phone)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Liyan Yang

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: University of Toronto - Rotman School of Management]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Toronto - Rotman School of Management  ( email )

			

			
			
				
				
				
					105 St. George Street
Toronto, Ontario M5S 3E6 M5S1S4
Canada

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				    1,274

			

		
		
		
			Abstract Views

			    6,839

		

		
		 
		
			Rank

			   29,842

		

		
	


	
		
            
            	       20 Citations
		

	

	
		
			
				       56 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    American Finance Association Meetings (AFA)

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                American Finance Association Meetings (AFA)

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                           10,238

                                    

                                    
                                        PAPERS

                                            1,056

                                    

                                

                                
                            

                        

                    

                
	
                    Economics of Networks eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Economics of Networks eJournal

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,705

                                    

                                    
                                        PAPERS

                                           14,735

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Nicholas Economides at New York University - Leonard N. Stern School of Business - Department of Economics 

                                    

                                
                            

                        

                    

                


            

            
                
                

                	
                    Capital Markets: Market Microstructure eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Capital Markets: Market Microstructure eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,416

                                    

                                    
                                        PAPERS

                                            8,015

                                    

                                

                                
                            

                        

                    

                
	
                    Microeconomics: Search; Learning; Information Costs & Specific Knowledge; Expectation & Speculation eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Microeconomics: Search; Learning; Information Costs & Specific Knowledge; Expectation & Speculation eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              797

                                    

                                    
                                        PAPERS

                                            8,026

                                    

                                

                                
                            

                        

                    

                
	
                    Information Systems: Behavioral & Social Methods eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Information Systems: Behavioral & Social Methods eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              183

                                    

                                    
                                        PAPERS

                                            7,706

                                    

                                

                                
                            

                        

                    

                
	
                    Cognitive Psychology eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Cognitive Psychology eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              138

                                    

                                    
                                        PAPERS

                                           11,121

                                    

                                

                                
                            

                        

                    

                
	
                    Psychology Research Methods eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Psychology Research Methods eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                               81

                                    

                                    
                                        PAPERS

                                            9,812

                                    

                                

                                
                            

                        

                    

                
	
                    Computational & Quantitative Research in Communication eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Computational & Quantitative Research in Communication eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                               64

                                    

                                    
                                        PAPERS

                                            1,794

                                    

                                

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Price Informativeness and Investment Sensitivity to Stock Price

                        
                            By
                                
                                
                                    
                                    Qi Chen, 
                                    
                                
                                    
                                    Itay Goldstein, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Information Immobility and the Home Bias Puzzle

                        
                            By
                                
                                
                                    
                                    Stijn Van Nieuwerburgh
                                     and 
                                
                                    
                                    Laura Veldkamp
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Information Immobility and the Home Bias Puzzle

                        
                            By
                                
                                
                                    
                                    Stijn Van Nieuwerburgh
                                     and 
                                
                                    
                                    Laura Veldkamp
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Information Immobility and the Home Bias Puzzle

                            
                                By
                                    
                                    
                                        
                                        Stijn Van Nieuwerburgh
                                         and 
                                    
                                        
                                        Laura Veldkamp
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Information Immobility and the Home Bias Puzzle

                            
                                By
                                    
                                    
                                        
                                        Stijn Van Nieuwerburgh
                                         and 
                                    
                                        
                                        Laura Veldkamp
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Information Immobility and the Home Bias Puzzle

                            
                                By
                                    
                                    
                                        
                                        Stijn Van Nieuwerburgh
                                         and 
                                    
                                        
                                        Laura Veldkamp
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Information Acquisition and Under-Diversification

                            
                                By
                                    
                                    
                                        
                                        Stijn Van Nieuwerburgh
                                         and 
                                    
                                        
                                        Laura Veldkamp
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Information Acquisition and Under-Diversification

                            
                                By
                                    
                                    
                                        
                                        Stijn Van Nieuwerburgh
                                         and 
                                    
                                        
                                        Laura Veldkamp
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Information Acquisition and Under-Diversification

                            
                                By
                                    
                                    
                                        
                                        Laura Veldkamp
                                         and 
                                    
                                        
                                        Stijn Van Nieuwerburgh
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Information Acquisition and Portfolio Under-DiversiÂ¯Cation

                            
                                By
                                    
                                    
                                        
                                        Stijn Van Nieuwerburgh
                                         and 
                                    
                                        
                                        Laura Veldkamp
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.112 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
