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Appendix 17.A: Random Draws Used in each Series 

Series 1 and 4 

Period 
1st Market 

Sideways 

2nd 

Market 

Sideways 

3rd Market 

Sideways 

1 -5 5 -5 

2 5 5 -5 

3 5 -5 5 

4 -5 5 -5 

5 5 5 -5 

6 5 -5 5 

7 -5 -5 5 

8 -5 5 -5 

9 5 -5 5 

10 -5 -5 5 

Series 2 

Period 
1st Market 

Upward 

2nd 

Market 

Upward 

3rd Market 

Downward 

1 5 -5 -5 

2 5 5 -5 

3 -5 5 5 

4 5 5 -5 

5 5 5 -5 

6 5 -5 -5 

7 -5 5 -5 

8 5 5 5 

9 5 -5 -5 

10 -5 5 5 

Series 3 



Period 
1st Market 

Downward 

2nd 

Market 

Downward 

3rd Market 

Upward 

1 -5 5 5 

2 -5 -5 5 

3 5 -5 -5 

4 -5 -5 5 

5 -5 -5 5 

6 -5 5 5 

7 5 -5 5 

8 -5 -5 -5 

9 -5 5 5 

10 5 -5 -5 

  



Appendix B: Experiment Instructions1 

Dear Participant! We welcome you to this experimental session and kindly ask you to refrain 

from talking to each other for the duration of the experiment. If you face any difficulties, 

contact one of the supervisors. 

General Information 

This experiment is concerned with replicating an asset market where traders can trade the 

stocks of a fictitious company for ten consecutive periods. 

[This experiment is concerned with replicating an asset market where traders can trade the 

stocks of a fictitious company over a series of markets. In today’s experiment, you will 

participate in 2 (3) consecutive markets consisting of 10 trading periods each. Each of the 

markets is independent of each other. More specifically, at the start of each market, all your 

endowment balances will be reset to their initial values and thus cash and asset holdings do 

not carry over from one market to the next. Even though you will be participating in two 

(three) markets, only one will count towards your final earnings. At the end of the 

experiment, the experimenter will roll a die to randomly determine which of the two (three) 

markets will be used to calculate your cash payments for today’s experiment.] 

Market Description 

The market consists of ten subjects. Five of the ten traders get an initial endowment of 20 

assets and a working capital of 3000 Taler, another five are endowed with 60 assets and 1000 

Taler at the outset. At the beginning of the experiment the asset has a buyout value (BV) of 

50. Evaluating the asset at its initial BV yields that each subjects’ wealth adds up to 4000 

Taler. In every period you can sell and/or buy assets, and your asset and Taler inventories are 

transferred to the next trading period, respectively. Each trading period automatically 

terminates after two minutes. 

Trade is accomplished in the form of a double auction, i.e., each trader can appear as buyer 

and seller at the same time. You can submit any quote of assets with prices ranging from 0 to 

a maximum of 999 Taler (with, at most, two decimal places). For every bid you make, you 

have to enter the number of assets you intend to trade as well. Note that your Taler and asset 

inventory cannot drop below zero. 

Buyout Value (BV) 

At the end of period 10 (the final period of the market), the experimenter will buy back any 

assets you hold in your inventory. The amount that the experimenter pays for each asset is 

called the buyout value. At the beginning of the market, the buyout value equals 50 Taler. At 

the end of each period, there will be a random draw such that the buyout value will either be 



increased by 5 Taler or decreased by 5 Taler with equal probability (i.e. a 50% chance of 

either increasing or decreasing by 5 Taler) and thus, the average change to the buyout value 

at the end of each period is 0 Taler. The expected buyout value can be calculated in any 

period as the following: 

Expected buyout value in a given period = 50 [initial buyout value] + sum of random draw 

realizations for previous periods + 0 [average random draws yet to be made in future 

periods]. 

Therefore, the amount that the experimenter pays for each unit of the asset at the end of the 

experiment equals 50 Taler plus the sum of the changes of the buyout value that occur over 

the course of the ten trading periods. 

For example, suppose the following table represents a series of hypothetical random draws at 

the end of each period for the change in the buyout value. Since the average buyout value in 

any period is zero (50% chance of +5 and 50% chance of -5), the expected buyout value at 

the start of the market is 50 Taler. Suppose it is period 3 and thus there have been two 

random draws that have taken place so far, i.e. a random draw at the end of periods 1 and 2. 

As illustrated in the table below, suppose that the random draw in period 1 was +5 and also 

+5 in period 2. Therefore, in period 3, the expected buyout value would be equal to 60. 

Buyout Period N = Initial buyout value + sum of random draw realizations for previous 

periods + average random draws yet to be made in future periods. 



Period 
Random 

draw 

Expected Buyout 

Value 

Start of Market 0 50 

1 +5 55 

2 +5 60 

3 -5 55 

4 +5 60 

5 +5 65 

6 -5 60 

7 -5 55 

8 +5 60 

9 -5 55 

10 -5 50 

 

Asset Trading 

If you buy assets, your Taler holding is diminished by the respective expenditures 

(price*volume). Inversely, if you sell assets, your Taler holding will be increased by the 

respective revenues (price*volume). 

Calculate Your Earnings 

Your total earnings at the end of the market (after ten periods) are your Taler holdings plus 

the value of your asset holdings (number of assets*buyout value at the end of period 10). 

Your TOTAL EARNINGS at the end of the each market = Taler holdings + (# of assets * 

buyout value at the end of period 10). 

Your total earnings in this experiment are converted into dollars at a rate of 

________ Taler = $1 

Important Information 

• No interest is paid for Taler holdings. 

• [The experiment consists of 2 (3) separate markets.] 

• Each market consists of ten trading periods. 

• Each trading period lasts for 120 seconds. 

• [Only one of the two (three) markets will be used for your final cash pay out and this 

market will be determined via the roll of a die.] 

• Use the full stop (.) as decimal place. 



Figure 17.A2: Trading screen: By means of the following figure, the procedure of trading 

(buying and selling) will be illustrated. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Information about 

current Stock and 

Money. 

Current market 

price (of stock). 

Price-chart of 

current period 

Summary of Own Sales and 

Purchases in the running Period 

(including corresponding Quantities 

and Prices).  

Bid: you have to enter 

Quantity and Price. Trade does 

not take place until another 

participant accepts your offer! 

Ask: analogue to purchase BID 

– see above 

List of all bids: from all 

traders – your own Bids are 

written in blue. The offer with 

the blue background is always 

the best, i.e. it yields the highest 

revenues for the seller.  
List of all asks: from all 

traders – your own asks are 

written in blue. The offer with 

the blue background is always 

the best i.e. it is the cheapest one 

for the buyer.  

Buy: you buy the entered Quantity, 

given the price with the blue 

background. If you enter a higher 

amount than offered in the blue box, 

you buy the offered Quantity at the 

most.  

Sell: You sell the entered Quantity, 

given the Price with the blue 

background. If you enter a higher 

amount than offered in the blue box, 

you sell the offered quantity at the most.  



Figure 17.A2: History screen: appears after each trading period (for 10 seconds), providing 

you with information of past periods: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

Price chart displaying 

average prices of 

previous periods 

Stock Closing Price 

(in the respective 

period) 

Actual change in buyout 

value realization (for one 

asset) in the respective 

period 

Total change in buyout value for 

the respective period (stock X 

change in buyout value) 



Appendix C: Comprehension Quizzes 

QUIZ 1 questions: 

(1) Suppose it is period 10 (the last period of the experiment) and the Buyout Value to 

start period 10 is 290. Recall that the random draw at the end of any period can be +5 or -5 

with equal probability. If there is an offer to sell one share for 55 in the market, what is your 

expected net gain or loss from purchasing this asset? ____________ 

(2) Suppose it is period 7 (four periods remaining including the current period) and the 

Buyout Value of the asset is currently 40. Recall that the random draw at the end of any 

period can be +5 or -5 with equal probability. What is the maximum and minimum possible 

Buyout Value by the end of the experiment? Maximum = ____________ Minimum = 

____________ 

(3) Suppose it is period 3 (eight periods remaining including the current period) and the 

Buyout Value of the asset is currently 55. Recall that the random draw at the end of any 

period can be +5 or -5 with equal probability. What is the expected Buyout Value at the end 

of the experiment?_________ 

QUIZ 2 questions: 

(1) Suppose it is period 10 (the last period of the experiment) and the Buyout Value to 

start period 10 is 40. Recall that the random draw at the end of any period can be +5 or -5 

with equal probability. If there is an offer to sell one share for 55 in the market, what is your 

expected net gain or loss from purchasing this asset? ____________ 

(2) Suppose it is period 7 (four periods remaining, including the current period) and the 

Buyout Value of the asset is currently 50. Recall that the random draw at the end of any 

period can be +5 or -5 with equal probability. What is the maximum and minimum possible 

Buyout Value by the end of the experiment? Maximum = ____________ Minimum = 

____________ 

(3) Suppose it is period 3 (eight periods remaining, including the current period) and the 

Buyout Value of the asset is currently 60. Recall that the random draw at the end of any 

period can be +5 or -5 with equal probability. What is the expected Buyout Value at the end 

of the experiment?____________ 

QUIZ 3 questions: 

(1) Suppose it is period 10 (the last period of the experiment) and the Buyout Value to 

start period 10 is 55. Recall that the random draw at the end of any period can be +5 or -5 

with equal probability. If there is an offer to sell one share for 55 in the market, what is your 

expected net gain or loss from purchasing this asset? ____________ 



(2) Suppose it is period 7 (four periods remaining, including the current period) and the 

Buyout Value of the asset is currently 60. Recall that the random draw at the end of any 

period can be +5 or -5 with equal probability. What is the maximum and minimum possible 

Buyout Value by the end of the experiment? Maximum = ____________ Minimum = 

____________ 

(3) Suppose it is period 3 (eight periods remaining, including the current period) and the 

Buyout Value of the asset is currently 40. Recall that the random draw at the end of any 

period can be +5 or -5 with equal probability. What is the expected Buyout Value at the end 

of the experiment?____________ 

 

Appendix D: RAD, RD, GAD and GD Statistical Tests of Differences between Markets 

Most of the cells in the following tables report the results of Mann-Whitney U (rank-sum) 

tests of the hypothesis that the mispricing measure is equal between two conditions. The 

comparisons are between sessions, with each session constituting an independent observation. 

Those cells that are encased by squares, which test whether the measure is the same between 

two markets of the same session, are the results of Wilcoxon signed-rank tests that are 

conducted within-subject. 



Appendix 17.D1: Tests of differences in Relative Absolute Deviation between pairs of conditions and markets (each cell contains the test-

statistic, followed by the p value) 

RAD S1 S2 S3 U1 U2 U3 D1 D2 D3 S1x20 S2x20 S3x20 

 

S1            
   

           
   

S2 
-0.730 

          
   

0.465 
          

   

S3 
-1.461 -0.365 

         
   

0.144 0.715   
        

   

U1 
3.256     

        
   

0.001     
        

   

U2 
  1.225   2.023 

       
   

  0.221   0.043 
       

   

U3 
    -0.490     

      
   

    0.624     
      

   

D1 
1.026     -1.610     

     
   

0.306     0.107     
     

   

D2 
  0.490     -0.104 -1.461 0.674 

    
   

  0.624     0.917 0.144 0.500 
    

   

D3     -2.309   -1.826 0.490     
   

   



    0.021   0.068 0.624     
   

   

S1x20 
0.323                 

  
   

0.747                 
  

   

S2x20 
0.258 0.000               0.943 

 
   

0.796 1.000               0.345 
 

   

S3x20 
2.969 2.558 2.558             -1.363 -1.153    

0.003 0.011 0.011             0.173 0.249    



Appendix 17.D2: Tests of differences in Relative Deviation between pairs of conditions and markets (each cell contains the test-statistic, 

followed by the p value) 

RD S1 S2 S3 U1 U2 U3 D1 D2 D3 S1x20 S2x20 S3x20 
 

S1 
              

              

S2 
-0.730              

0.465              

S3 
-1.826 -1.826             

0.068 0.068              

U1 
-3.363                

0.001                

U2 
  0.245   -2.023           

  0.807   0.043           

U3 
   -2.449              

   0.014              

D1 
2.932     2.928             

0.003     0.003             

D2 
  0.245     0.313 1.753 2.023        

  0.807     0.754 0.080 0.043        

D3     2.309   -1.826 2.449          



    0.021   0.068 0.014          

S1x20 
2.582                      

0.010                      

S2x20 
2.711 2.558               0.524     

0.007 0.011               0.600     

S3x20 
3.098 2.558 2.558             -0.943 -1.153    

0.002 0.011 0.011             0.345 0.249    



Appendix 17.D3: Tests of differences in Geometric Absolute Deviation between pairs of conditions and markets (each cell contains the test-

statistic, followed by the p value) 

GAD S1 S2 S3 U1 U2 U3 D1 D2 D3 S1x20 S2x20 S3x20 

 

S1            
   

  
 

        
   

S2 
-0.730 

          
   

0.465 
          

   

S3 
-0.730 -0.365 

         
   

0.465 0.715   
        

   

U1 
3.256     

        
   

0.001     
        

   

U2 
  0.735   2.023 

       
   

  0.462   0.043 
       

   

U3 
    0.000     

      
   

    1.000     
      

   

D1 
0.586     -2.342     

     
   

0.558     0.019     
     

   

D2 
  0.000     -0.313 -1.483 0.405 

    
   

  1.000     0.754 0.138 0.686 
    

   

D3     -2.309   -1.826 0.490     
   

   



    0.021   0.068 0.624     
   

   

S1x20 
0.387                 

  
   

0.699                 
  

   

S2x20 
0.258 0.000               0.943 

 
   

0.796 1.000               0.345 
 

   

S3x20 
2.969 2.558 2.558             -0.734 -1.153    

0.003 0.011 0.011             0.463 0.249    



Appendix 17.D4: Tests of differences in Geometric Deviation between pairs of conditions and markets (each cell contains the test-statistic, 

followed by the p value) 

GD S1 S2 S3 U1 U2 U3 D1 D2 D3 S1x20 S2x20 S3x20 
 

S1 
              

              

S2 
-0.730              

0.465              

S3 
-1.826 -1.826             

0.068 0.068              

U1 
-3.361                

0.001                

U2 
  0.490   -2.023           

  0.624   0.043           

U3 
   -2.449              

   0.014              

D1 
2.928     2.928             

0.003     0.003             

D2 
  0.490     0.522 1.753 2.023        

  0.624     0.602 0.080 0.043        

D3     1.732   -1.826 2.449          



    0.083   0.068 0.014          

S1x20 
2.582                      

0.010                      

S2x20 
2.711 2.558               0.524     

0.007 0.011               0.600     

S3x20 
3.098 2.558 2.558             -1.153 -1.153    

0.002 0.011 0.011             0.249 0.249    



Notes 

1. Text for multiple market sessions is italic in brackets. Instructions for treatment 4 are 

identical except that the cash endowments are 39 000 and 41 000 instead of 1000 and 3000 

respectively. 


