Syllabus: Information Structures, Risk Allocation and Pricesin Financial Markets

The course deds with the role of public information, conveyed through an information structure, for
the processes of risk allocation and price formation in financial markets. We begin with a thorough
description and analysis of the theoretical concept of an information structure. The centra theorems of
information economics will be derived and illustrated. After treating the Arrow-characterization of
equivalent information structures, stochastic dominance concepts will be used to define orderings on
signal spaces. The usefulness of these orderings will be illustrated by means of various applicationsin
economic models. Finaly, we analyze the link between the value of public information and the
operation of risk sharing arrangements.
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