Efficiency of Price Setting Based on a Simple Excess
Demand Rule: The Natural Experiment of Czech
Voucher Privatization

Randall K. Filer
Hunter College and The Graduate Center, CUNY, New York, USA
and
Jan Hanousek®
CERGE-EI?

December 1997

Abstract

The natural experiment of voucher privatization in the Czech Republic is used to test whether
prices that were adjusted in a limited number of discrete steps based primarily on the extent of
excess demand or supply are able to fully reflect both public and private information. The
eventual market prices are used as a proxy for the underlying true value of the shares in voucher
privatization. We find that after two or three price adjustments, public information does not add
any predictive power to an equation that uses voucher prices to predict future market prices for
all but the smallest shares involved in the process. Similarly, after the early rounds in the process
we found that even professional fund managers did not possess private information that enabled
them to identify (and bid for) shares that would eventually have greater value than could be
predicted from the current voucher prices. Taken as a whole, the results strongly suggest that
prices adjusted on the basis of excess demand are able to rapidly incorporate all available
information, even when professionals have a strong incentive to attempt to identify and use such
information.
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Abstrakt

V tomto ¢lanku je vyuzito schématu kuponové privatizace k testovani, zda-li ceny akcii, které
byly ur€ovany pomoci pfevysu poptavky v konecném (a malém poctu) kol mohou plné odrazet
veskeré vetejné a soukromé informace o firmach. Pro stanoveni spravné hodnoty firmy pouzime
pozd¢jsi hodnotu akcii na burze. Bylo ukazano, ze s vyjimkou velmi malych firem, po dvou az
tiech kolech znalost vefejné informaci nezarucuje vyznamné lepsi predpovéd’ budouci hodnoty
akcii. Podobné vysledky jsme obdrzeli i pro soukromé informace - ani profesiondlni manazeti
investi¢nich fonda v pozd¢jsich kolech neméli, soudé¢ podle jejich objednavek, vyznamnou
soukromou informaci. Oba tyto vysledky podporuji hypotézu, zZe ceny, které byly urCovany na
zékladé ptevisu poptavky velmi rychle zohlediuji veskeré informace, véetné privatnich, které
mohly mit k dispozici manazeti investi¢nich fondu.
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