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Pricing Strategy and Information Disclosure
of Informed Traders in Stock Market

—Theoretical Explanation on “Positively-biased Individual Stock Earnings” and

“Conditioned Information Disclosure” Based on Investor Behaviors

TAO Ke, ZHANG Jie
(School of Finance, Nanjing Audit University, Nanjing 211815, China)

Abstract: Under a non-completely competitive market framework, we establish a game model of equilibrium price in stock market
based on the trader structure of informed traders, rational traders and noise traders and study the pricing strategy of the informed traders
under the separating equilibrium and the pooling equilibrium of the refined Bayesian equilibrium. The conclusion demonstrates that,
when the informed traders receive favorable information, they prefer the separating equilibrium and will reveal the information
completely, but when they receive unfavorable information, they prefer the pooling equilibrium and will hide some information, which
provide a new perspective for the explanation on the hypothesis of “positively-biased individual stock earnings” and “conditioned
information disclosure”.
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