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ABSTRACT

In a capitalist economy, prices serve to equilibrate supply and demand for goods and services,
continually changing to reallocate resources to their most efficient uses. However, secondary stock
market prices, often viewed as the most “informationally efficient” prices in the economy, have no
direct role in the allocation of equity capital since managers have discretion in determining the
level of investment. What is the link between stock price informational efficiency and economic
efficiency? We present a model of the stock market in which: (i) managers have discretion in
making investments and must be given the right incentives; and (ii) stock market traders may have
important information that managers do not have about the value of prospective investment
opportunities. In equilibrium, information in stock prices will guide investment decisions because
managers will be compensated based on informative stock prices in the future. The stock market
indirectly guides investment by transferring two kinds of information: information about
investment opportunities and information about managers' past decisions. However, because this
role is only indirect, the link between price efficiency and economic efficiency is tenuous. We show
that stock price efficiency is not sufficient for economic efficiency by showing that the model may
have another equilibrium in which prices are strong-form efficient, but investment decisions are
suboptimal. We also suggest that stock market efficiency is not necessary for investment efficiency
by considering a banking system that can serve as an alternative institution for the efficient
allocation of investment resources.

XI

This website utilizes technologies such as cookies to enable essential site functionality, as well as for
analytics, personalization, and targeted advertising. You may change your settings at any time or accept
the default settings. You may close this banner to continue with only essential cookies. Privacy Policy

Manage Preferences

Accept All

Reject Non-Essential



https://onlinelibrary.wiley.com/journal/15406261
https://onlinelibrary.wiley.com/toc/15406261/1997/52/3
https://doi.org/10.1111/j.1540-6261.1997.tb02726.x
https://onlinelibrary.wiley.com/authored-by/DOW/JAMES
https://onlinelibrary.wiley.com/authored-by/GORTON/GARY
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D1993%26author%3DFranklin%2BAllen%26title%3DCapital%2BMarkets%2Band%2BFinancial%2BIntermediation&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&doiOfLink=10.1017%2FCBO9780511752056.007&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&key=A1964CGX4100011&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1997.tb02726.x&refDoi=10.2307%2F2296188&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D31%26publication_year%3D1953%26pages%3D91-96%26journal%3DEnglish%2Btranslation%2Bin%2BReview%2Bof%2BEconomic%2BStudies%26author%3DKenneth%2BJ.%2BArrow%26title%3DLe%2Brole%2Bdes%2Bvaleurs%2Bboursieres%2Bpour%2Bla%2Brepartition%2Bla%2Bmeilleure%2Bdes%2Brisques%252C%2B%2528CNRS%252C%2BParis%2529&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&doiOfLink=10.2307%2F2296188&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://www.wiley.com/privacy

Barro, Robert J., 1990, The stock market and investment, Review of Financial Studies 3, 115-131.

Web of Science® [ Google Scholar &

Bosworth, Barry, 1975, The stock market and the economy, Brookings Papers on Economic Activity 2, 257-
300.

Google Scholar (4

Boyd, John, and Edward Prescott, 1986, Financial intermediary-coalitions, Journal of Economic Theory 38,
211-232.

Web of Science® (4 Google Scholar 4

Bresnahan, Timothy, Paul Milgrom, and Jonathan Paul, 1992, The real output of the stock exchange, in Griliches
Zvi, Ed.: Output Measurement in the Service Sectors (University of Chicago Press).

Web of Science® 4 Google Scholar

Chandler, Alfred D., 1977, The Visible Hand: The Managerial Revolution in American Business (Harvard
University Press, Cambridge).

Google Scholar (4

Diamond, Douglas, 1984, Financial intermediation and delegated monitoring, Review of Economic Studies 51,
393-414.

Web of Science® [Z Google Scholar &

Diamond, Douglas, and Robert E. Verrecchia, 1981, Information aggregation in a noisy rational expectations
economy, Journal of Financial Economics 9, 221-235.

PubMed (4 Web of Science® [ Google Scholar (4

This website utilizes technologies such as cookies to enable essential site functionality, as well as for
analytics, personalization, and targeted advertising. You may change your settings at any time or accept
the default settings. You may close this banner to continue with only essential cookies. Privacy Policy

Manage Preferences

Accept All

Reject Non-Essential



https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&key=WOS%3AA1990EG38900007&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1997.tb02726.x&refDoi=10.1093%2Frfs%2F3.1.115&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D3%26publication_year%3D1990%26pages%3D115-131%26journal%3DReview%2Bof%2BFinancial%2BStudies%26author%3DRobert%2BJ.%2BBarro%26title%3DThe%2Bstock%2Bmarket%2Band%2Binvestment&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&doiOfLink=10.1093%2Frfs%2F3.1.115&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D2%26publication_year%3D1975%26pages%3D257-300%26journal%3DBrookings%2BPapers%2Bon%2BEconomic%2BActivity%26author%3DBarry%2BBosworth%26title%3DThe%2Bstock%2Bmarket%2Band%2Bthe%2Beconomy&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&doiOfLink=10.2307%2F2534104&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&key=WOS%3AA1986C178300002&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1997.tb02726.x&refDoi=10.1016%2F0022-0531%2886%2990115-8&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D38%26publication_year%3D1986%26pages%3D211-232%26journal%3DJournal%2Bof%2BEconomic%2BTheory%26author%3DJohn%2BBoyd%26author%3DPrescott%2BEdward%26title%3DFinancial%2Bintermediary%25E2%2580%2590coalitions&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&doiOfLink=10.1016%2F0022-0531%2886%2990115-8&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&key=A1992HG01500004&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1997.tb02726.x&refDoi=e_1_2_14_7_1%3AISI&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D1992%26author%3DTimothy%2BBresnahan%26author%3DMilgrom%2BPaul%26author%3DPaul%2BJonathan%26title%3DOutput%2BMeasurement%2Bin%2Bthe%2BService%2BSectors&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D1977%26author%3DAlfred%2BD.%2BChandler%26title%3DThe%2BVisible%2BHand%253A%2BThe%2BManagerial%2BRevolution%2Bin%2BAmerican%2BBusiness&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&key=WOS%3AA1984TA03200003&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1997.tb02726.x&refDoi=10.2307%2F2297430&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D51%26publication_year%3D1984%26pages%3D393-414%26journal%3DReview%2Bof%2BEconomic%2BStudies%26author%3DDouglas%2BDiamond%26title%3DFinancial%2Bintermediation%2Band%2Bdelegated%2Bmonitoring&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&doiOfLink=10.2307%2F2297430&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=8&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&key=841794&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1997.tb02726.x&refDoi=10.1016%2F0304-405X%2881%2990026-X&linkType=PMID&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&key=WOS%3AA1981MK59800001&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1997.tb02726.x&refDoi=10.1016%2F0304-405X%2881%2990026-X&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D9%26publication_year%3D1981%26pages%3D221-235%26journal%3DJournal%2Bof%2BFinancial%2BEconomics%26author%3DDouglas%2BDiamond%26author%3DE.%2BVerrecchia%2BRobert%26title%3DInformation%2Baggregation%2Bin%2Ba%2Bnoisy%2Brational%2Bexpectations%2Beconomy&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&doiOfLink=10.1016%2F0304-405X%2881%2990026-X&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&key=WOS%3A000207930500002&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1997.tb02726.x&refDoi=e_1_2_14_11_1%3AISI&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D57%26publication_year%3D1967%26pages%3D759-773%26journal%3DAmerican%2BEconomic%2BReview%26author%3DPeter%2BDiamond%26title%3DThe%2Brole%2Bof%2Ba%2Bstock%2Bmarket%2Bin%2Ba%2Bgeneral%2Bequilibrium%2Bmodel%2Bwith%2Btechnological%2Buncertainty&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250ADow%252C%2BJames%252C%2Band%2BGary%2BGorton%252C%2B1996%252C%2BStock%2Bmarket%2Befficiency%2Band%2Beconomic%2Befficiency%253A%2BIs%2Bthere%2Ba%2Bconnection%253F%252C%2BWorking%2Bpaper%252C%2BThe%2BWharton%2BSchool%252C%2BUniversity%2Bof%2BPennsylvania.%250A&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://www.wiley.com/privacy

Google Scholar -

Dow, James, and Gary Gorton, 1995, Profitable informed trading in a simple general equilibrium model of asset
pricing, Journal of Economic Theory 67, 327-369.

Web of Science® 4 Google Scholar (4

Dow, James, and Gary Gorton, 1994a, Arbitrage chains, Journal of Finance 49, 819-849.

Web of Science® [ Google Scholar 4

Dow, James, and Gary Gorton, 1994b, Noise trade, delegated portfolio management, and economic welfare,
Journal of Political Economy, forthcoming.

Google Scholar 4

Dow, James, and Rohit Rahi, 1996, Informed trading, investment, and welfare, Working paper, European
University Institute.

Google Scholar 4

Fama, Eugene F., 1976, Foundations of Finance (Basic Books, New York).

Google Scholar (4

Fama, Eugene F., and Merton H. Miller, 1972, The Theory of Finance (Dryden Press, Hinsdale).

Web of Science® [Z4 Google Scholar &

Fischer, Stanley, and Robert C. Merton, 1984, Macroeconomics and finance: The role of the stock market,
Carnegie-Rochester Conference Series on Public Policy 21, 57-108.

Google Scholar 4

This website utilizes technologies such as cookies to enable essential site functionality, as well as for
analytics, personalization, and targeted advertising. You may change your settings at any time or accept
the default settings. You may close this banner to continue with only essential cookies. Privacy Policy

Manage Preferences

Accept All

Reject Non-Essential



https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250ADow%252C%2BJames%252C%2Band%2BGary%2BGorton%252C%2B1996%252C%2BStock%2Bmarket%2Befficiency%2Band%2Beconomic%2Befficiency%253A%2BIs%2Bthere%2Ba%2Bconnection%253F%252C%2BWorking%2Bpaper%252C%2BThe%2BWharton%2BSchool%252C%2BUniversity%2Bof%2BPennsylvania.%250A&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&key=A1995TN20300002&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1997.tb02726.x&refDoi=10.1006%2Fjeth.1995.1077&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D67%26publication_year%3D1995%26pages%3D327-369%26journal%3DJournal%2Bof%2BEconomic%2BTheory%26author%3DJames%2BDow%26author%3DGorton%2BGary%26title%3DProfitable%2Binformed%2Btrading%2Bin%2Ba%2Bsimple%2Bgeneral%2Bequilibrium%2Bmodel%2Bof%2Basset%2Bpricing&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&doiOfLink=10.1006%2Fjeth.1995.1077&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&key=A1994PE19900003&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1997.tb02726.x&refDoi=10.1111%2Fj.1540-6261.1994.tb00080.x&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D49%26publication_year%3D1994a%26pages%3D819-849%26journal%3DJournal%2Bof%2BFinance%26author%3DJames%2BDow%26author%3DGorton%2BGary%26title%3DArbitrage%2Bchains&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&doiOfLink=10.1111%2Fj.1540-6261.1994.tb00080.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250ADow%252C%2BJames%252C%2Band%2BGary%2BGorton%252C%2B1994b%252C%2BNoise%2Btrade%252C%2Bdelegated%2Bportfolio%2Bmanagement%252C%2Band%2Beconomic%2Bwelfare%252C%2BJournal%2Bof%2BPolitical%2BEconomy%252C%2Bforthcoming.%250A&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250ADow%252C%2BJames%252C%2Band%2BRohit%2BRahi%252C%2B1996%252C%2BInformed%2Btrading%252C%2Binvestment%252C%2Band%2Bwelfare%252C%2BWorking%2Bpaper%252C%2BEuropean%2BUniversity%2BInstitute.%250A&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D1976%26author%3DEugene%2BF.%2BFama%26title%3DFoundations%2Bof%2BFinance&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&key=000173228800001&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1997.tb02726.x&refDoi=e_1_2_14_18_1%3AISI&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D1972%26author%3DEugene%2BF.%2BFama%26author%3DH.%2BMiller%2BMerton%26title%3DThe%2BTheory%2Bof%2BFinance&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D21%26publication_year%3D1984%26pages%3D57-108%26journal%3DCarnegie%25E2%2580%2590Rochester%2BConference%2BSeries%2Bon%2BPublic%2BPolicy%26author%3DStanley%2BFischer%26author%3DC.%2BMerton%2BRobert%26title%3DMacroeconomics%2Band%2Bfinance%253A%2BThe%2Brole%2Bof%2Bthe%2Bstock%2Bmarket&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&doiOfLink=10.1016%2F0167-2231%2884%2990005-8&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&key=A1992HL32700007&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1997.tb02726.x&refDoi=10.2307%2F2555435&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D23%26publication_year%3D1992%26pages%3D106-122%26journal%3DRand%2BJournal%26author%3DMichael%2BFishman%26author%3DHagerty%2BKathleen%26title%3DInsider%2Btrading%2Band%2Bthe%2Befficiency%2Bof%2Bstock%2Bprices&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&doiOfLink=10.2307%2F2555435&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&key=WOS%3AA1985AEZ5600003&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1997.tb02726.x&refDoi=10.1016%2F0304-405X%2885%2990044-3&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D14%26publication_year%3D1985%26pages%3D71-100%26journal%3DJournal%2Bof%2BFinancial%2BEconomics%26author%3DLawrence%2BGlosten%26author%3DMilgrom%2BPaul%26title%3DBid%252C%2Bask%252C%2Band%2Btransaction%2Bprices%2Bin%2Ba%2Bspecialist%2Bmarket%2Bwith%2Bheterogeneously%2Binformed%2Btraders&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&doiOfLink=10.1016%2F0304-405X%2885%2990044-3&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://www.wiley.com/privacy

Gorton, Gary, and Frank Schmid, 1996, Universal banking and the performance of German firms, NBER
Working paper 5453.

Google Scholar 4

Grant, Simon, Stephen King, and Ben Polak, 1996, Informational externalities, share-price based incentives, and
managerial behavior, Journal of Economic Surveys 10, 1-21.

Web of Science® [ Google Scholar ¥

Hayashi, Fumio, 1982, Tobin's marginal and average q: A neoclassical interpretation, Econometrica 50, 213-
224,

Web of Science® [©4 Google Scholar &

Hayek, Friedrich A., 1945, The use of knowledge in society, American Economic Review 35.

Web of Science® [ Google Scholar &

Hellwig, Martin F., 1980, On the aggregation of information in competitive markets, Journal of Economic
Theory 22, 477-498.

Web of Science® 4 Google Scholar 4

Henrotte, Philippe, 1992, Market behavior with endogenous production and asymmetric information, Stanford
University, Working paper.

Google Scholar 4

Hirshleifer, J., 1972, The private and social value of information and the reward to inventive activity, American
Economic Review 61, 561-574.

Web of Science® [©4 Google Scholar &

This website utilizes technologies such as cookies to enable essential site functionality, as well as for
analytics, personalization, and targeted advertising. You may change your settings at any time or accept
the default settings. You may close this banner to continue with only essential cookies. Privacy Policy

Manage Preferences

Accept All

Reject Non-Essential



https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250AGorton%252C%2BGary%252C%2Band%2BFrank%2BSchmid%252C%2B1996%252C%2BUniversal%2Bbanking%2Band%2Bthe%2Bperformance%2Bof%2BGerman%2Bfirms%252C%2BNBER%2BWorking%2Bpaper%2B5453.%250A&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&key=A1996UM35300001&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1997.tb02726.x&refDoi=10.1111%2Fj.1467-6419.1996.tb00001.x&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D10%26publication_year%3D1996%26pages%3D1-21%26journal%3DJournal%2Bof%2BEconomic%2BSurveys%26author%3DSimon%2BGrant%26author%3DKing%2BStephen%26author%3DPolak%2BBen%26title%3DInformational%2Bexternalities%252C%2Bshare%25E2%2580%2590price%2Bbased%2Bincentives%252C%2Band%2Bmanagerial%2Bbehavior&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&doiOfLink=10.1111%2Fj.1467-6419.1996.tb00001.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&key=A1982MY18800013&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1997.tb02726.x&refDoi=10.2307%2F1912538&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D50%26publication_year%3D1982%26pages%3D213-224%26journal%3DEconometrica%26author%3DFumio%2BHayashi%26title%3DTobin%2527s%2Bmarginal%2Band%2Baverage%2Bq%253A%2BA%2Bneoclassical%2Binterpretation&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&doiOfLink=10.2307%2F1912538&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&key=000203277200001&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1997.tb02726.x&refDoi=e_1_2_14_25_1%3AISI&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D35%26publication_year%3D1945%26journal%3DAmerican%2BEconomic%2BReview%26author%3DFriedrich%2BA.%2BHayek%26title%3DThe%2Buse%2Bof%2Bknowledge%2Bin%2Bsociety&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&key=WOS%3AA1980JZ67800008&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1997.tb02726.x&refDoi=10.1016%2F0022-0531%2880%2990056-3&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D22%26publication_year%3D1980%26pages%3D477-498%26journal%3DJournal%2Bof%2BEconomic%2BTheory%26author%3DMartin%2BF.%2BHellwig%26title%3DOn%2Bthe%2Baggregation%2Bof%2Binformation%2Bin%2Bcompetitive%2Bmarkets&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&doiOfLink=10.1016%2F0022-0531%2880%2990056-3&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250AHenrotte%252C%2BPhilippe%252C%2B1992%252C%2BMarket%2Bbehavior%2Bwith%2Bendogenous%2Bproduction%2Band%2Basymmetric%2Binformation%252C%2BStanford%2BUniversity%252C%2BWorking%2Bpaper.%250A&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&key=A1971L367800006&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1997.tb02726.x&refDoi=e_1_2_14_28_1%3AISI&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D61%26publication_year%3D1972%26pages%3D561-574%26journal%3DAmerican%2BEconomic%2BReview%26author%3DJ.%2BHirshleifer%26title%3DThe%2Bprivate%2Band%2Bsocial%2Bvalue%2Bof%2Binformation%2Band%2Bthe%2Breward%2Bto%2Binventive%2Bactivity&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&key=A1993LV96000006&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1997.tb02726.x&refDoi=10.1086%2F261893&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D101%26publication_year%3D1993%26pages%3D678-709%26journal%3DJournal%2Bof%2BPolitical%2BEconomy%26author%3DBengt%2BHolmstrom%26author%3DTirole%2BJean%26title%3DMarket%2Bliquidity%2Band%2Bperformance%2Bmonitoring&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&doiOfLink=10.1086%2F261893&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D1%26publication_year%3D1990%26pages%3D57-79%26journal%3DJournal%2Bof%2BFinancial%2BIntermediation%26author%3DRichard%2BKihlstrom%26author%3DMatthews%2BSteven%26title%3DManagerial%2Bincentives%2Bin%2Ban%2Bentrepreneurial%2Bstock%25E2%2580%2590market%2Bmodel&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&doiOfLink=10.1016%2F1042-9573%2890%2990008-4&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://www.wiley.com/privacy

Google Scholar -

Korajczyk, Robert A., Deborah J. Lucas, and Robert L. McDonald, 1990, Understanding stock price behavior
around the time of equity issues, in R. Glenn Hubbard, Ed.: Asymmetric Information, Corporate Finance and
Investment (NBER and University of Chicago Press).

Google Scholar (4

Kyle, Albert S., 1985, Continuous auctions and insider trading, Econometrica 53, 1315-1335.

Web of Science® [© Google Scholar &

Leland, Hayne, 1992, Insider trading: Should it be prohibited?, Journal of Political Economy 100, 859-887.

Web of Science® [ Google Scholar &

Leland, Hayne, 1978, Information, managerial choice and stockholder unanimity, Review of Economic Studies
45, 527-534.

Web of Science® [Z4 Google Scholar &

Leland, Hayne, and David Pyle, 1977, Informational asymmetries, financial structure, and financial
intermediation, Journal of Finance 32, 371-387.

Web of Science® [ Google Scholar 4

Lucas, Deborah J., and Robert L. McDonald, 1990, Equity issues and stock price dynamics, Journal of Finance
45, 1019-1043.

Web of Science® [ Google Scholar &

Paul, Jonathan, 1992, On the efficiency of stock-based compensation, Review of Financial Studies 5, 471-502.

Web of Science® 4 Google Scholar ¥

This website utilizes technologies such as cookies to enable essential site functionality, as well as for
analytics, personalization, and targeted advertising. You may change your settings at any time or accept
the default settings. You may close this banner to continue with only essential cookies. Privacy Policy

Manage Preferences

Accept All

Reject Non-Essential



https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D1%26publication_year%3D1990%26pages%3D57-79%26journal%3DJournal%2Bof%2BFinancial%2BIntermediation%26author%3DRichard%2BKihlstrom%26author%3DMatthews%2BSteven%26title%3DManagerial%2Bincentives%2Bin%2Ban%2Bentrepreneurial%2Bstock%25E2%2580%2590market%2Bmodel&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&doiOfLink=10.1016%2F1042-9573%2890%2990008-4&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D1990%26author%3DRobert%2BA.%2BKorajczyk%26author%3DJ.%2BLucas%2BDeborah%26author%3DL.%2BMcDonald%2BRobert%26title%3DAsymmetric%2BInformation%252C%2BCorporate%2BFinance%2Band%2BInvestment&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&key=WOS%3AA1985AUF6800004&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1997.tb02726.x&refDoi=10.2307%2F1913210&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D53%26publication_year%3D1985%26pages%3D1315-1335%26journal%3DEconometrica%26author%3DAlbert%2BS.%2BKyle%26title%3DContinuous%2Bauctions%2Band%2Binsider%2Btrading&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&doiOfLink=10.2307%2F1913210&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&key=A1992JH62100009&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1997.tb02726.x&refDoi=10.1086%2F261843&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D100%26publication_year%3D1992%26pages%3D859-887%26journal%3DJournal%2Bof%2BPolitical%2BEconomy%26author%3DHayne%2BLeland%26title%3DInsider%2Btrading%253A%2BShould%2Bit%2Bbe%2Bprohibited&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&doiOfLink=10.1086%2F261843&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&key=A1978FY17900013&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1997.tb02726.x&refDoi=10.2307%2F2297254&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D45%26publication_year%3D1978%26pages%3D527-534%26journal%3DReview%2Bof%2BEconomic%2BStudies%26author%3DHayne%2BLeland%26title%3DInformation%252C%2Bmanagerial%2Bchoice%2Band%2Bstockholder%2Bunanimity&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&doiOfLink=10.2307%2F2297254&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&key=WOS%3AA1977DQ06100008&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1997.tb02726.x&refDoi=10.2307%2F2326770&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D32%26publication_year%3D1977%26pages%3D371-387%26journal%3DJournal%2Bof%2BFinance%26author%3DHayne%2BLeland%26author%3DPyle%2BDavid%26title%3DInformational%2Basymmetries%252C%2Bfinancial%2Bstructure%252C%2Band%2Bfinancial%2Bintermediation&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&doiOfLink=10.2307%2F2326770&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&key=WOS%3AA1990DZ48100002&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1997.tb02726.x&refDoi=10.1111%2Fj.1540-6261.1990.tb02425.x&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D45%26publication_year%3D1990%26pages%3D1019-1043%26journal%3DJournal%2Bof%2BFinance%26author%3DDeborah%2BJ.%2BLucas%26author%3DL.%2BMcDonald%2BRobert%26title%3DEquity%2Bissues%2Band%2Bstock%2Bprice%2Bdynamics&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&doiOfLink=10.1111%2Fj.1540-6261.1990.tb02425.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&key=A1992JJ53800005&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1997.tb02726.x&refDoi=10.1093%2Frfs%2F5.3.471&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D5%26publication_year%3D1992%26pages%3D471-502%26journal%3DReview%2Bof%2BFinancial%2BStudies%26author%3DJonathan%2BPaul%26title%3DOn%2Bthe%2Befficiency%2Bof%2Bstock%25E2%2580%2590based%2Bcompensation&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&doiOfLink=10.1093%2Frfs%2F5.3.471&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250ARoberts%252C%2BHarry%2BV.%252C%2B1967%252C%2BStatistical%2Bversus%2Bclinical%2Bprediction%2Bof%2Bthe%2Bstock%2Bmarket%252C%2BWorking%2Bpaper%252C%2BUniversity%2Bof%2BChicago.%250A&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D1%26publication_year%3D1969%26pages%3D15-29%26journal%3DJournal%2Bof%2BMoney%252C%2BCredit%252C%2Band%2BBanking%26author%3DJames%2BTobin%26title%3DA%2Bgeneral%2Bequilibrium%2Bapproach%2Bto%2Bmonetary%2Btheory&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&doiOfLink=10.2307%2F1991374&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://www.wiley.com/privacy

Google Scholar

Welch, Ivo, 1994, The cross-sectional determinants of corporate capital expenditures: A multinational
comparison, Working paper, UCLA.

Google Scholar (4

Citing Literature

Download PDF

ABOUT WILEY ONLINE LIBRARY

Privacy Policy
Terms of Use
About Cookies

Manage Cookies
Accessibility

Wiley Research DE&I Statement and Publishing Policies

HELP & SUPPORT

Contact Us
Training and Support
DMCA & Reporting Piracy

Sitemap

OPPORTUNITIES

Subscription Agents

Advertisers & Corporate Partners

CONNECT WITH WILEY

This website utilizes technologies such as cookies to enable essential site functionality, as well as for
analytics, personalization, and targeted advertising. You may change your settings at any time or accept
the default settings. You may close this banner to continue with only essential cookies.

Manage Preferences

Accept All

Reject Non-Essential



https://onlinelibrary.wiley.com/doi/pdf/10.1111/j.1540-6261.1997.tb02726.x
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D1%26publication_year%3D1969%26pages%3D15-29%26journal%3DJournal%2Bof%2BMoney%252C%2BCredit%252C%2Band%2BBanking%26author%3DJames%2BTobin%26title%3DA%2Bgeneral%2Bequilibrium%2Bapproach%2Bto%2Bmonetary%2Btheory&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&doiOfLink=10.2307%2F1991374&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250AWelch%252C%2BIvo%252C%2B1994%252C%2BThe%2Bcross%25E2%2580%2590sectional%2Bdeterminants%2Bof%2Bcorporate%2Bcapital%2Bexpenditures%253A%2BA%2Bmultinational%2Bcomparison%252C%2BWorking%2Bpaper%252C%2BUCLA.%250A&doi=10.1111%2Fj.1540-6261.1997.tb02726.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://www.wiley.com/privacy
https://onlinelibrary.wiley.com/terms-and-conditions
https://onlinelibrary.wiley.com/cookies
https://onlinelibrary.wiley.com/accessibility
https://onlinelibrary.wiley.com/publishing-policies
https://hub.wiley.com/community/support/onlinelibrary
https://www.wiley.com/customer-success/wiley-online-library-training-hub
https://onlinelibrary.wiley.com/dmca-notification-policy
https://onlinelibrary.wiley.com/sitemap
https://onlinelibrary.wiley.com/agents
https://onlinelibrary.wiley.com/advertisers
https://www.wiley.com/network
https://newsroom.wiley.com/
https://www.wiley.com/
https://www.wiley.com/
https://www.wiley.com/privacy

This website utilizes technologies such as cookies to enable essential site functionality, as well as for
analytics, personalization, and targeted advertising. You may change your settings at any time or accept
the default settings. You may close this banner to continue with only essential cookies. Privacy Policy

Manage Preferences

Accept All

Reject Non-Essential



https://www.wiley.com/privacy

