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A strategy for player 2 consists in chooring" an action
For each mode where she has to ploy

ab

#R

Subgame perfect Noch equilibrium . -> it las to be a NE



in rach subgame ,
i . e . including the whole game .(F)

SPNE : (R , RR) . -- Posoff (10 ,

5) .

Backword induction.-H
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Because iV is not optimal

C etnode a (subgame III for ployer 2.

Subgame II : 18 -- R4

#I : 12 + R
=> 10

,
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Now
,
work with the following reduced game

:

T

/(R
↳in



osbonne plo .

per I Si = (c , ph
⑨

D Sc = JEG ,
EH

,
FG
, FH]

player 2

EGEH FG FH

c 2
,
1
*

21
* 30 5, 0⑳Dites
,a

D 0
.
2 1

,
3
*
0 . 2 1 ,3

*

SPNE : bachwed induction 1

# : 12 - E -> 2
,
1

# : Ma -> H + 1
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CHAPTER 6 : Extensive games with perfect information
Ellustrations

The ultimatum game

·
I floyers : 1 and L

· Bagaining over the division of a "pie" let's say
ct . (10 E) .

1) plages + proposes a offit se fr floyer a ,
c-e floget.

2) ploye 2 excepts or rejects.

· fina poyoffs : (c-u , a) or 10 , 0) .

· Terminal histories (c
,
Z) where



· rt[o ; C] cert

- Ze [Accept , reject 3
-
*

P
· Player function P(P) = 11

P(x) = 12
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: (x , Reject) = 0
i = 1

,
2

Discute version :



p c = 10
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what ere the subameen

Bockward induction-
/
look at sbgomes of length 1 :

at each rech rubgame , flogu a faces 10 ; 10].
· If x > 0 : she accepts,
· If x = 0 : she is indifferent between Rort.



In a SPNE
, flogn 2 accepts everything (including 0

or accepts 130 and rejects x = 0.

whole game , optimal strategy for floyer 1.
· If ployeI accepts everything , the it's optimal

for 11 to propose x = 0 .

-> find poyoff 10
,
0.

· If player 2 accepts 2 0 and reject v = 0.-
then He propres re = 1 .

-> find poyoff 8
,
1

Bock to the continuous gome
CERT

,

and d [o ; e] .

For ployers ,
it does not change anything :

u
=

Player1 :- If player 2 accepts everything , floyer 1 proposes
· if floye 2 accepts 20 and reject M =o ,

ther does



not exist on optimal strategy for Playn 1.
weak

the only SPNE : Et , ploye & excepts everything

Experiments : 70's.
-

· n=to % of the amount.

I & about 20% of the offers were rejected.
-> Equity. So/so -

-> risk evasion/uncertainty.



Milton Friedman : good model , hypothesis may be insolistic

es long as the prediction is good
.

Stockelbergladel : requential counot.

A firms , I is the leader
,
and I is the follower

firms set its quantity first : Pr .

Then firma sets P2
1

①

· Terminal histories (91 , 92) .

91 · K · payoffs : Q =

q + 92
plh

P(Q) = inverse demand% C (p;) : individual total cast
92

⑧ i = 1
,
2: (919- : ) = 9 : P(a) -Cilgi) .



Simplify calculations : P(Q) = 2 - Q Ci(q) = q i
= C

- 91 - 92 (constant marginal
cost = 1) .

SPNE
,
backward induction

quantity - price-total cont
.

Firm 2 : non ito = P2(2-91-92) - 92

= 292-9192 : 92 - 92
= 92-9192 - 92

2
= 1 - qn-2q =0> pe*=

age
on we look af the first stage , player I les to choose p

knowing that q= ↑

Firm t's problem :

man # = p . (2 - 91 - 92) - 91



= Pr(2 - q -(z) - 91

= 201-q - an12 + P - 91

=P-

-
So
, ge
*= I SPNE(EiG) .
= > Tq

Meetweek : Che Bayesion games-


