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Devwudfw

Zh vwxg| krz dv|pphwulf lqirupdwlrq lpslqjh rq roljrsrolvwlf �upv*

ghflvlrq ehwzhhq gluhfw lqyhvwphqw dqg h{sruwv lq d jdph0wkhruhwlf prgho

zlwk Ed|hvldq ohduqlqj1 Krvw �upv kdyh vxshulru lqirupdwlrq derxw pdunhw

ghpdqg dqg iruhljq �upv fdq lpsuryh wkhlu nqrzohgjh li iruhljq gluhfw

lqyhvwphqw +IGL, lv xqghuwdnhq1 Lq dgglwlrq wr wkh zhoo0nqrzq whqvlrq

ehwzhhq wkh �{hg vhw0xs frvwv ri lqyhvwphqw/ wkh dgglwlrqdo yduldeoh frvwv

ri h{sruwv dqg roljrsro| vl}hv/ wkh lqfhqwlyh wr lqyhvw deurdg lv h{sodlqhg

e| wkh vwudwhjlf ohduqlqj h�hfw1 IGL pd| eh revhuyhg hyhq li iruhljq �upv

duh shvvlplvwlf ru wudgh frvwv duh }hur1 Lqwhuhvwlqjo|/ frpsduhg zlwk wkh

fhuwdlqw| htxlydohqw/ wkh htxloleulxp qxpehu ri lqyhvwruv lv odujhu zkhq

iruhljq �upv krog rswlplvwlf eholhiv ru/ li wkhvh duh shvvlplvwlf/ zkhq wkh

vwudwhjlf ohduqlqj h�hfw rxwzhljkv wkh frqmhfwxuh h�hfw1

Nh|zrugv= Dv|pphwulf lqirupdwlrq/ Ed|hvldq ohduqlqj/ IGL/ lqwhuqd0

wlrqdo roljrsro|1

MHO Fodvvl�fdwlrq qxpehuv= G;5/ G;6/ I45/ I561

�Wkh dxwkruv zrxog olnh wr wkdqn Dpsdur Xuedqr iru khosixo frpphqwv1 Ylfhqwh Ruwv

judwhixoo| dfnqrzohgjhv wkh �qdqfldo vxssruw iurp FLF\W surmhfw VHF5335036<48/ dqg Udidho

Prqhu dqg Mrv�h M1 Vhpshuh wkh �qdqfldo vxssruw iurp PF\W surmhfw EHF53330475<1 Fruuh0

vsrqghqfh wr= Udidho Prqhu0Frorqtxhv/ h0pdlo= Udidho1PrqhuCxy1hv
|Ghsduwphqw ri Hfrqrplf Dqdo|vlv/ Xqlyhuvlgdg gh Ydohqfld/ Fdpsxv ghov Wdurqjhuv/ 793550

Ydohqfld1 Vsdlq
}Ghsduwphqw ri Hfrqrplfv dqg Lqwhuqdwlrqdo Hfrqrplfv Lqvwlwxwh/ Xqlyhuvlwdw Mdxph L/

Fdvwhoo�rq/ Vsdlq1 L
{LUHV/ Lqvwlwxw gh Uhfkhufkhv �Hfrqrpltxhv hw Vrfldohv/ Xqlyhuvlw�h fdwkroltxh gh Orxydlq1

Sodfh Prqwhvtxlhx 6/ 467; Orxydlq0od0Qhxyh/ Ehojlxp1
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4Nqrzohgjh derxw iruhljq pdunhwv lv rqh ri wkh nh| hohphqwv dw wkh khduw ri wkh Xss0

vdod Lqwhuqdwlrqdol}dwlrq Prgho1 Hpslulfdo uhvhdufk kdv frq�uphg wkdw uhvrxufhv frpplwwhg

wr iruhljq pdunhwv dqg h{shulhqwldo nqrzohgjh duh lpsruwdqw idfwruv h{sodlqlqj lqwhuqdwlrqdo

exvlqhvv ehkdylrxu lq vrph lqgxvwulhv +vhh Mrkdqvrq dqg Ydkoqh/ 4<::/ 4<<3,1 Dovr wkh lqwhuqd0

wlrqdol}dwlrq surfhvv fdq eh h{sodlqhg iurp dq lqqrydwlrq0uhodwhg shuvshfwlyh1 Dffruglqj wr lw/

iruhljq lqyhvwphqw qrw rqo| ehqh�wv krvw frxqwu| �upv exw fdq dovr eh d fkdqqho iru dftxlulqj

whfkqrorjlfdo nqrzohgjh1 Iru hylghqfh/ vhh wkh vxuyh| sdshu e| Eorpvwu�rp dqg Nrnnr +4<<;,1
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5Dsduw iurp Vdjjl +4<<;,/ Ure dqg Yhwwdv +5334, duh frqfhuqhg zlwk wkh txhvwlrq ri wkh

wlplqj ri IGL1 Ixuwkhu/ Ure dqg Yhwwdv +5334, vkrz wkdw/ xqghu fhuwdlq frqglwlrqv/ wkh pxowl0

qdwlrqdo �up zloo erwk h{sruw wr dqg lqyhvw lq d iruhljq pdunhw1 Wkrxjk lqwhuhvwlqj/ wkh

vhtxhqwldolw| dqg wkh txhvwlrq derxw wkh frpsohphqwdulw| ru vxevwlwxwdelolw| ri wkhvh ghfl0
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Nature selects a, the Foreign firms observe Investors become informed
true value of A, which the noisy market signal: exporters remain uninformed
is revealed to host firms       a + ε1

Foreign firms have and update priors
priors on A and ε t

stage 1 stage 2

host firms play Cournot foreign firms decide informed and uninformed
this produces a market whether to invest or firms play Cournot
signal export

 t = 1                 t = 2

Figure 1: Timeline of decisions and information flow
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Figure 2: An example for Case I:  nf  <n̂ < n~
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Figure 3: An example for Case II.2: n~ < nf  < n̂
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Figure 4: An example for Case III: nf < n~ < n̂


