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Accumulating Information in Repeated Financial Transactions: Theory and Experiment
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i We investigated a moral hazard problem in financial transactions. Specifically,
we consider a repeated prisoner®s dilemma between two players in which players can not observe the

opponent"s action but imperfectly observe signals depending on their actions. We compare efficiency

losses in the different timings of releasing information combining with the different levels of noise of
signals.

We found that the level of cooperation decreases as the timing of releasing signal becomes late. This
experimental result implies that timely disclosure policy enhances efficiency in financial markets.
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