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Abstract

We discuss problems in financial markets associated with incentives and asymmetric
information, focusing both on the contracting problem where the party making the contract
offer (the principal) is attempting to reduce the informational rent of the other party (the
agent) and on the opposite case where the principal has private information and may convey
some of that information to the agent either through the form of the contract offer or through

observable actions prior to the contracting phase.
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