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(You must provide a printout of the graphs, sample data & workings for the problems in order to receive full credit)

Problem 1

 Let C and B be random variables for your team’s data that are analogous to those for the Class Project, as described in the Focus pages of Simulating Normal Random Variables.  (i) Use your team’s data and normal simulation to estimate 
[image: image1.wmf])

(

C

E

 and 
[image: image2.wmf])

(

B

E

.  Compute your company’s best signal adjustment under the assumptions that (ii) all other companies adjust by removing both the winner’s curse and blessing, and (iii) all other companies adjust by removing only the winner’s curse.  Show your work, including plots of the data points for various responses, and the use of Solver to compute the best strategies.  (Do not use Auction Equilibrium.xls for Parts (ii) and (iii).)  (iv) Experiment with Auction Equilibrium.xls to determine a stable Nash equilibrium bidding strategy for your team’s data.
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