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		Abstract

		In an experiment on investors' financial decisions, we find variations in information can induce distinct signals-beliefs-decisions chains within agents. Subjects observe the time series of a risky index and of an additional signal, which helps predict returns
in some randomly chosen rounds, and is useless otherwise. When they think the provided signal is predictive, subjects form rational forecasts and choose investments consistently with the classical model. When they think the signal is useless, subjects form extrapolative beliefs, and their investment decisions under-react to their own forecasts. Analyzing investments independently, without the forecast observations, leads to erroneous interpretations of the data.
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