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The Importance of the Hierarchy of Beliefs - a financial approach - and the Information Premium

This paper emphasizes the importance of the hierarchy of beliefs by mentioning an example formulated by Allen and Morris (1998). In addition we construct an imaginary financial market where we observe how the players' level of information affects a commercial bank's interest policy. Finally we introduce a new notion called information premium that points out exactly how the players' knowledge affects some well-defined parameters of the economy and the players' levels of utility.



