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		This paper examines a case at a business school in Europe where one trader in a sophisticated e-mail market announced that he was trading on ethical considerations rather than on profit maximization considerations. This seemingly irrelevant cheap talk announcement caused the price of the traded asset to decline by 30% in one day. While several explanations are possible for this event, this paper advances a new hypothesis that has implications for the value of cheap talk in a market framework. It hypothesizes that the collapse may have occurred because the announcement made it no longer common knowledge that all market participants were using the same price-setting rule, which caused a consequent collapse in market prices. The paper develops a simple model and derives conditions under which cheap talk can be valuable in determining prices. It also uses a genetic algorithm to graphically demonstrate the effect of cheap talk in a more general multi-player game. 
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