ECO4010 Tutorial 12

1. Consider the following simultaneous game of incomplete information where
player i’s type is t;, which follows uniform distribution on [0, z| for > 0.

Opera Fight

Opera | 2 +t1,1 0,0

Fight | 0,0 | 1,2+t

Construct a Bayesian Nash equilibrium. Hint: assume threshold values that
divide the types into the two actions.

2. Find the symmetric equilibrium in 2-bidder “losers-pay” auction, where the
highest bidder wins the object and the loser must pay his bid. The winner
pays nothing. Using the general bidding strategies, find the seller’s expected
revenue in the 2-bidder, U|0, 1] case.

3. (Optional) There are N bidders with their valuation v; i.i.d. distributed on
F(-), v; €[v,0]. Find the symmetric equilibrium in an all-pay auction directly.



1. Consider the following simultaneous game of incomplete information where
player i’s type is ¢;, which follows uniform distribution on [0, z] for > 0.

2
Opera Fight

Opera | 2+11,1 0,0

Fight 0,0 1,24+t

Construct a Bayesian Nash equilibrium. Hint: assume threshold values that
divide the types into the two actions.

Let K he +he theshold ]&f@w v,
%7/&;,& h OVE. ) ohevws O 4f "L’Z//"/ F o,
A M ,: 1T 'fz?kzl 0 O/N‘
@ Gion b, 3 #R s
0- ([——é)+@,+t1)—~ ( E)—‘O'%
1. 7

O Gvm b, 176 BR R Of]L
L ERICOEYS B

T




2. Find the symmetric equilibrium in 2-bidder “losers-pay” auction, where the
highest bidder wins the object and the loser must pay his bid. The winner
pays nothing. Using the general bidding strategies, find the seller’s expected
revenue in the 2-bidder, U[0, 1] case.
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3. (Optional) There are N bidders with their valuation v; i.i.d. distributed on
F(-), vi €[v,v]. Find the symmetric equilibrium in an all-pay auction directly.
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