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Appendix

Appendix A: Information on the sequence of treatments

Table A1 Information on the treatment order for sequences A to D.

Sequence A

Sequence B

Period | treatment  # insider info set | treatment # insider info set
1 T4 1 A T2 2 B
2 TE 1 B T2 0 C
3 T 0 C 9 0 A
4 T4 1 A T 1 C
5 T4 1 B T4 4 A
6 TE 1 C Th 1 A
7 T2 2 C T 1 C
8 N 0 A T 4 C
9 T¢ 4 C T% 4 A
10 T4 4 A T 2 A
11 T% 2 B T4 4 B
12 T3 2 A TZ, 2 C
13 T 4 C T2 2 B
14 T4 4 B T4 4 A
15 T3 2 A TL 1 B
16 T 2 C T2 2 B

Sequence C Sequence D

Period | treatment # insider info set | treatment +# insider info set
1 TY, 0 C 9 0 A
2 T 1 B T 2 A
3 TE 1 C TZ, 2 C
4 9 0 A T4 1 B
5 T% 2 B T4 4 B
6 TZ 2 C TZ, 2 @
7 T¢, 4 C Th 1 A
8 T4 1 B T4 4 A
9 T 4 B T 4 C
10 T¢, 4 C Th 1 A
11 T 1 A T 2 A
12 9 0 A T2 0 C
13 T3 2 A T 4 B
14 T4 4 B T 1 C
15 TY 0 C T 2 B
16 T4 4 A Tg 1 C
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Appendix B: Experimental Instructions

Dear Participant!

We welcome you to this experimental session and kindly ask you to refrain
from talking to each other for the duration of the experiment. If you have
any questions regarding the procedure or the instructions of the experiments,
contact one of the supervisors by raising your hand and your question will be

answered privately.

Course of events during the session
This session consists of two experiments in which you can independently earn
money. Before the experiment starts separate instructions will be handed out

providing detailed information on the rules in the experiment.

Experiment 1 - Market experiment

— Instructions market experiment
— Explanation of the trading mechanism and trial periods (not relevant for
your earnings)

— Experiment

Experiment 2%7

— Instructions and experiment

— Questionnaire

Private payout

27 Data from the second experiments are not used in the analysis. Instructions are available
upon request.
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Experiment 1 - Market experiment

General Information
This experiment replicates an asset market, which is populated by you and 9
other subjects. The composition of this cohort remains constant throughout

the experiment, which consists of 16 independent periods.

Your payment from the experiment

You receive an amount of 20,- Euro for participating in the experiment. Profit
and losses resulting from your activities during the 16 periods will be added
to/subtratcted from the participation payment. Please note that your earning
made in a specific period may be positive or negative (see below for details).
Your payment from the experiment equals the participation payment plus the

sum of your period earnings.
Your payment = 20 + Sum of period earnings

Your task within a period
At the beginning of each period you will learn your task within that period.

You could either become a trader or a bookkeeper.

Trader: As trader you are an active market participant and you can
buy /sell assets (of a virtual company). In each period at least 6 but at
most 10 subjects of your cohort are traders.

Bookkeeper: You do not participate in the market. In each period at

least 0 but at most 4 subjects of your cohort are bookkeepers.

In the following we inform you about the task of a trader and the task of a

bookkeeper.
Trader

As a trader you are a market participant and you can buy and sell assets. The
trading mechanism is a double auction, i.e., each trader can be a buyer and/or
a seller.

At the beginning of each period, each trader receives an initial endowment of
60 assets and 4800 Taler (asset and Taler inventories are NOT transferred from
on period to the next). Note that your asset and Taler inventories cannot fall
below zero. Each trading period automatically terminates after 4 minutes (240
sec). Prices are solely determined by demand and supply of the traders within
the market. If you buy assets, your Taler holdings decrease by the respective

expenditures (price * volume). Inversely, if you sell assets, your Taler holding
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increase by the respective revenues (price * volume).

Buy-back value of the asset

At the end of each period the experimenter buys back the assets you are hold-
ing at their buy-back value. This value is determined by a random device at
the beginning of the period, which draws a number (with one decimal place)

from the interval [20,80]. Each number has the same probability to be drawn.

Information about the Buy-back value of the asset

Depending on the total number of traders, between 0 and 4 traders receive
information on the precise buy-back value of the asset at the beginning of
the period (these traders are called insiders). 6 traders do not receive this
information about the buy-back value (these traders are called uninformed
traders). They only know that the buy-back value is a random number be-

tween 20 and 80 with equal probability.

Information about the number of insiders
Additionally to receiving information on the buy-back value you may be in-

formed about the number of insiders present. 3 information sets exist:

1. No trader receives information about the number of insiders. (You know
for sure if you are an insider or not).

2. All insiders are informed about the total number of insiders in the market.
Uninformed traders do not receive this information.

3. All traders (insiders and uninformed) receive information about the total

number of insiders in the market.

Before trading starts you are informed whether you are an insider or an un-
informed trader and you receive information corresponding to information set

1-3. This information is accessible on the trading screen as well.

Your period earnings as a trader
Your trading success in relation to the other traders’ success determines your

earnings. Your wealth at the end of a period is compared to the average wealth
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of all traders.

Your wealth = Number of assets * Buy-back value + Taler holdings

Sum of all traders’ wealth

A Ith =
verage wealt Number of traders

Period earnings in Euro = (Your wealth — Average wealth)/300

Example 1: At the end of the period you own 65 assets and 4450 Taler. The
buy-back value is 38.50. Your wealth equals 65 * 38.50 + 4450 = 6952.50.
Average wealth in the market equals 6650. Your period earnings in Euro are
(6952.50 - 6650)/300 = 1.01 Euro, which increases your final payment.

Example 2: At the end of the period you own 45 assets and 5450 Taler. The
buy-back value is 62.50. Your wealth equals 45 * 62.50 + 5450 = 8271.50.
Average wealth in the market equals 8600. Your period earnings in Euro are
(8271.50 - 8650)/300 = -1.26 Euro, which reduces your final payment.

Ezample 3: If you refrain from trading during a period (i.e. you do not buy or
sell assets), your wealth equals the average wealth. Thus, your period earnings

will be 0.00 and your final payment remains unchanged.
Bookkeeper

As a bookkeeper you earn money by solving exercises. An exercise is a cal-
culation in which you multiply a two digit number by a one digit number. If
your calculation is correct, the exercise is solved. If your calculation is wrong
an error message appears. You have 4 minutes time to solve as many exercises

as possible.

Your period earnings as a bookkeeper

For each correctly solved exercise you earn 0.05 Euro (5 Cent).

Period earnings in Euro = Number of solved exercises * 0.05

Important information

— No interest is paid for Taler holdings.
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— Each trading period lasts for 240 seconds.

— The experiment ends after 16 periods.

at most two decimal places).

Offers to buy/sell the asset can be placed in the range from 0 to 999 (with

— The buy-back value is a random number with one decimal place.

— Use the full stop (.) as decimal place.

Trading screen: By means of the following figure, the procedure of trading

(buying and selling) will be illustrated.

Information about current
Asset and Taler holdings

~Period

| Current Market
Price (of Asset)

about the buy-back value
of the asset or the number
of insiders present, this
information will be dis-
played here.

Summary tables of your own BIDS
and ASKS. With the “CANCEL"-
buttons you can delete your own

offers.

ASK: analogue to Purchase BID -

BID: you have to enter Quantity
and Price. Trade does not take
place until another participant ac-

List of all BIDS: from all traders
- your own Bids are written in blue.
The offer with blue background is
always the best, i.e., it yields the
highest revenues for the seller.

List of all ASKS: from all trad-
ers - your own Asks are written in
blue. The offer with blue back-
ground is always the best, i.e., itis
the cheapest one for the buyer.

and your Wealth.
1 ool 15
v
Ownbids | Quantity Ouwnasks | Quantity
e &1 2850 | 6 030 | 4
Taler 4300
Wealth 0
|
information Bid Quartity Ak Quartiy
Buybackvalie: 2040 ‘ ‘ ‘ ‘ [ ‘ ‘
Number Irsider 1 Current price  €.00
xbamuﬂr&mev alraers - -
120 All bids Quartity All asks Quartity cepts your offer!!!
g 2850 5 3030 4
2850 6 3130 3
89 2750 4 230 4
60
@
2
(0 60 20 180 2
Timein sec
Price-Chart of current
period (starts at 0)
Quantiy Quntiy
If you have information - -

SELL: You sell the en-
tered Quantity, given the
Price with the blue back-
ground. If you enter a

higher amount than of-
fered in the blue box, you
sell the offered Quantity at
most.

BUY: You buy the en-

tered Quantity, given the
Price with the blue back-
ground. If you enter a
higher amount than of-
fered in the blue box, you
buy the offered Quantity at
most.

36/38



EXEC9369_source

Title Suppressed Due to Excessive Length

[06/13 09:38]

SmallExtended, APA, NameYear, rh:Option

37

History screen: appears after each trading period (for 15 seconds), providing

you with information of past periods:

Period

Number of cor-
rectly solved cal-
culations.
1 outof 16 Remaining time [secl: 12
Period Taler Assets Buy-back value |  Your wealth Average Difference to | Period earnings | Total earnings
ofthe assets Viealth | Average wealth ons

[ e [ [ osom | s |

et | 00|

G| mw

Taler and asset
holdings at the
end of the period

Euro.

Your wealth
at the end of
the period.

A 4

Difference between
your wealth and the
average wealth.

Your total earnings in
the experiment in

A 4

v

Buy-back value of
the asset for the
current period.

Average wealth
of all traders.

Your period earnings in Euro
are calculated as follows:

Trader:
Difference to the average
wealth divided by 300.

Bookkeeper:
Number of correctly solved
calculations * 0,05.
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Screen seen by bookkeepers:

Period

2 outef 16

You are 2 bookkeeper forthis period

Solve as many calculations as possible. (Hultplications of two-digit numbers by a one-digit

number).
For ach correcly soved calulaion you ea 0.05 Euro /
Number of correctly solved calculations 0
s o

times. ¢ E

[

Remaining tme [seck 175

Correctly
answered

calculations.

Solve this
calculation.

38/38




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.3
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages false
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Perceptual
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts false
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 290
  /ColorImageMinResolutionPolicy /Warning
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 600
  /ColorImageDepth 8
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.01667
  /EncodeColorImages true
  /ColorImageFilter /FlateEncode
  /AutoFilterColorImages false
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 290
  /GrayImageMinResolutionPolicy /Warning
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 600
  /GrayImageDepth 8
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 2.03333
  /EncodeGrayImages true
  /GrayImageFilter /FlateEncode
  /AutoFilterGrayImages false
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 800
  /MonoImageMinResolutionPolicy /Warning
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 2400
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
    /DEU <>
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [2834.646 2834.646]
>> setpagedevice




