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		Abstract

		We study a general static noisy rational expectations model, where investors have private information about asset payoffs, with common and private components, and about their own exposure to an aggregate risk factor, and derive conditions for existence and uniqueness (or multiplicity) of equilibria. We find that a main driver of the characterization of equilibria is whether the actions of investors are strategic substitutes or complements. This latter property in turn is driven by the strength of a private learning channel from prices, arising from the multidimensional sources of asymmetric information, in relation to the usual public learning channel. When the private learning channel is strong (weak) in relation to the public we have strong (weak) strategic complementarity in actions and potentially multiple (unique) equilibria. The results enable a precise characterization of whether information acquisition decisions are strategic substitutes or complements. We find that the strategic substitutability in information acquisition result obtained in Grossman and Stiglitz (1980) is robust. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Rational expectations equilibrium, strategic complementarity, multiplicity of equilibria, asymmetric information, risk exposure, hedging, supply information

	
	

	
    

    
	

	
	
		JEL Classification: D82, D83, G14.

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Manzano,  Carolina and Vives,  Xavier, Public and Private Learning from Prices, Strategic Substitutability and Complementarity, and Equilibrium Multiplicity (July 1, 2010). IESE Business School Working Paper No. 874,  Available at SSRN: https://ssrn.com/abstract=1674377 or http://dx.doi.org/10.2139/ssrn.1674377 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Carolina Manzano

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Universitat Rovira Virgili  ( email )

			

			
			
				
				
				
					Tarragona
Spain

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Xavier Vives (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					[image: University of Navarra - IESE Business School]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				University of Navarra - IESE Business School  ( email )

			

			
			
				
				
				
					Avenida Pearson 21
Barcelona, 08034
Spain

				

				
			

			
				
				
					HOME PAGE: http://wwwapp.iese.edu/faculty/facultyDetail.asp?lang=en&prof=xv
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				Centre for Economic Policy Research (CEPR) 

			

			
			
				
				
				
					London
United Kingdom

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					[image: CESifo (Center for Economic Studies and Ifo Institute for Economic Research)]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				CESifo (Center for Economic Studies and Ifo Institute for Economic Research)  ( email )

			

			
			
				
				
				
					Poschinger Str. 5
Munich, DE-81679
Germany

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [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

				       62

			

		
		
		
			Abstract Views

			      783

		

		
		 
		
			Rank

			  620,267

		

		
	


	
		
            
            	        4 Citations
		

	

	
		
			
				       32 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    IESE Business School Working Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                IESE Business School Working Paper Series

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

                                
                                    
                                        FOLLOWERS

                                            5,195

                                    

                                    
                                        PAPERS

                                              380

                                    

                                

                                
                            

                        

                    

                
	
                    Microeconomics: General Equilibrium & Disequilibrium Models of Financial Markets eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Microeconomics: General Equilibrium & Disequilibrium Models of Financial Markets eJournal

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

                                
                                    
                                        FOLLOWERS

                                            1,229

                                    

                                    
                                        PAPERS

                                           11,036

                                    

                                

                                
                            

                        

                    

                


            

            
                
                

                	
                    Microeconomics: Asymmetric & Private Information eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Microeconomics: Asymmetric & Private Information eJournal

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

                                
                                    
                                        FOLLOWERS

                                              850

                                    

                                    
                                        PAPERS

                                            9,520

                                    

                                

                                
                            

                        

                    

                
	
                    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

                                              798

                                    

                                    
                                        PAPERS

                                            8,009

                                    

                                

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            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-l200 in   0.125 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
