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1. Use Excel and your team’s data for the signals on past oil leases to compute the complete set of errors in the signals.  Find the sample mean of these errors and plot a histogram which approximates the actual p.d.f., 
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, of R.
2. Let R be the random variable that gives the error in a signal from your team’s data.  Compute your sample standard deviation, s, as an assumed value for the standard deviation, 
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, of R.
3. Bid our signal(Strategy  1)
Find 

· the Extra Profit of Winner Column for your team(Show the results of the first 10 results)
· Bid amount

For example the results for class project
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Bid amount for class project $264.9M
Use NORMINV to simulate your errors(10,000 rows)  using  mean of  the error(all teams will use 0)  & standard deviation of the errors of the historical leases.

Find the WC

Find the WB

4. Bid our signal minus Winner’s Curse(Strategy  2)
Find 

· Bid amount

· The expected value  results(Show the result table)

For example the results for class project
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Bid amount=$239.9M($264.9M-$25M)

5. Bid our signal minus both the Winner’s Curse and the Winner’s Blessing(Strategy  3)
Find 

· Bid amount

· The expected value  results(Show the result table)
For example the results for class project
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Bid amount=$233.52M  ($264.9M-$31.38M)

4 Optimize our bid if all others subtract WC + WB(Strategy  4)

· Find the f(a) graph (Use a copy of  Strategy worksheet in Auction Focus CBD.XLS)

· Use solver to find the optimal adjustment for company 1(the signal adjustment with maximum expected value)

· Bid amount for company 1

For example the results for class project
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Bid amount for company 1==$243.62M  ($264.9M-$21.28M)

5. Optimize our bid if all others subtract WC(Strategy  5)

For example the results for class project
· Find the g(a) graph (Use a copy of  Strategy worksheet in Auction Focus CBD.XLS)

· Use solver to find the optimal adjustment for company 1(the signal adjustment with maximum expected value)

· Bid amount for company 1
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Bid amount for company 1==$234.09M  ($264.9M-$30.81M)

6. Find stable equilibrium
Use Auction Equilibrium.xls
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