
 

Department of Decision  
Sciences 
 
 
Via Röntgen 1 - 20136Milano 
 
Tel. 02 5836.5632 
Fax 02 5836.5630 

 
Department of Decision Sciences 
 
 
Occasional Seminar 
 
 
 

Nash Equilibrium, Rational 
Expectations, and Heterogeneous 
Priors 
 
 
Jernej Copic 
UCLA Economics 
 
 
Friday, 2nd September 2011 h. 12.45pm 
Room 3-E4-SR03 Via Rontgen 1 Milano 
 
 
 
 
 

   Abstract 
 

 
In a game with uncertainty as defined by Harsanyi, under a common prior 
assumption, Nash Equilibrium of fully rational and sophisticated players is 
characterized as common knowledge of rationalizability and consistency in 
the sense of rational expectations. This is then extended as a definition to 
the case of heterogeneous priors. It is shown that the resulting equilibrium 
behavior may be different from Nash equilibrium behavior under any 
common prior. Equilibrium behavior may require players to make infinite 
regress of assessments, which is different than if they were to make 
assessments only up to some finite order. 


