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Exercise 5 **1 Each day t = 1, 2, 3 . . ., two traders can buy (action B) or sell (action S) some assets of a company (prices and quantities are not explicitly characterized). There are nine possible states of the world: Ω = {ω1 , ω2 , . . . , ω9 }. Each state has the same prior probability (Pr(ω) = 1/9 ∀ ω ∈ Ω), common to both traders. Traders’ initial information partitions are given by: P1 = {{ω1 , ω2 , ω3 }, {ω4 , ω5 , ω6 }, {ω7 , ω8 , ω9 }} and P2 = {{ω1 , ω2 , ω3 , ω4 }, {ω5 , ω6 , ω7 , ω8 }, {ω9 }}. Let E = {ω1 , ω5 , ω9 } be the set of states of the world in which the company earnings will go down (bad outcome). Suppose that each trader behaves each day according to the following rule: • Buy



if he believes with probability strictly less than 0.3 that E is true



• Sell



if he believes with probability more than 0.3 that E is true.



Denote by Pit the information partition of trader i (i = 1, 2) at the beginning of period t (t = 1, 2, 3, . . .). Hence we have: P11 = P1 = {{ω1 , ω2 , ω3 }, {ω4 , ω5 , ω6 }, {ω7 , ω8 , ω9 }} and P21 = P2 = {{ω1 , ω2 , ω3 , ω4 }, {ω5 , ω6 , ω7 , ω8 }, {ω9 }}. (1) At the beginning of the first period, is there a state in which one of the traders knows that the company has bad outcomes? Is there a state in which it is commonly known that the company has bad outcomes? (2) Determine traders’ beliefs about E at each of their information sets before any transaction takes place (t = 1). Deduce traders’ optimal actions (buy or sell) in each state. (3) At the beginning of the first period, explain why traders’ information partitions become P12 = {{ω1 , ω2 , ω3 }, {ω4 , ω5 , ω6 }, {ω7 , ω8 }, {ω9 }} and P22 = {{ω1 , ω2 , ω3 , ω4 }, {ω5 , ω6 , ω7 , ω8 }, {ω9 }}. (4) At the beginning of the second period, find the set of states in which it is commonly known that the state is not ω9 . Show that in the first period, if the real state was ω1 , it was mutually known at order 3 that the state was not ω9 but it was not commonly known. (5) Determine traders’ beliefs about E at each of their information sets at the beginning of period t = 2. Deduce traders’ optimal actions (buy or sell) in each state. (6) Characterize traders’ information partitions P13 et P23 at the beginning of period t = 3 (after having observed the transactions in period 2). Deduce traders’ optimal actions (buy or sell) in each state of period 3. (7) Do the same for the two next periods (t = 4 and t = 5). Do partitions evolve after period 5? Why? (8) Deduce from the previous questions the dynamic of traders’ actions when the real state is ω1 . Same question when the real state is ω4 . Comment. 1



Adapted from Hart and Tauman (2004) “Market Crashes without Exogenous Shocks”, The Journal of Business, 2004.
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BUY NOTHING DAY 

4- Click on â€œBuy nothing Dayâ€�. 5- Click on â€œTV spotâ€�. You can stop the audio whenever you want or go back (just like any audio player). Activity. The average ...
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One Wing or Two? 

biplane the favored configuration for both the U.S. and. British military well into the 1920s. However, the perfor- .... the lower wing acts like a slightly de-.
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DAY 1 DAY 2 

1100-1200. Meeting with the donors Bilateral funding (round table with a bilateral donor rep.) 1200-1330. Lunch with the donor(s). A special on GCP. 1330-1500.
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One Wing or Two? - Size 

the two wings together. In fact, his design ... tural details, let's look at some of the terms specifically used in biplane ... between the one-third chord of the upper and lower wing. This angle is .... lerons stay effective during the stall. As I m
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Traders sous pression 

16 avr. 2012 - boys ayant une influence illimitée sur les marchés financiers. Mais leur réalité se situe bien loin des idées reçues. « La plupart des tra-.
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English Test#1 Exercise 1 

Exercise2: Miriam owns her own catering firm. She's just been hired to cater a wedding for 75 guests. Her standard lasagna recipe serves 10 guests and uses 3.
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Score for each completed road, city or abbey - JesWeb 

3â€“ Score for each completed road, city or abbey, and take back each involved follower. Placing a follower. Is only allowed if no other follo- wer is already on the ...
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English test-1S5 Exercise 1: Solve each equation by completing the 

The three sides of a right-angled triangle are x, x+1 and 5. Find x and the area, ... we just have to make the calculation on the right, and we get: ( +. 15. 2. ) 2. = 177. 4 .... âˆ’0.4 We can plot those 2 points (I labelled them B and C). We have
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CONTRAST 1A (Yoke, Collar and Binding). 45" 3A 34 3A 34 34 WS 3 g is. 60" 2 is a 3 E3 E3 E3 E3 E3. CONTRAST 2A (Yoke and Collar Overlay). 45" 3.
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Exercise 1 

Je suis célibataire. Tu es célibataire. Il est célibataire. Elle est célibataire. ---------------------------------------. Nous sommes célibataires. Vous êtes célibataire(s).
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1% or 

Solving by â€œthe quadratic formulaâ€� and ignoring the negative sign, ... the support conditions in question, the above equation becomes a quadratic equation in one.
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Annett (1995) Motor imagery. Perception or action? 

Nov 30, 1994 - answer due to the highly distributed nature of motor control. Nevertheless some of ... cognitive psychology, motor and sport psychology, cognitive neuropsychology and .... and by inference what are specific to the imagery condition. ..
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BUY NOTHING DAY ( Listening Comprehension ... - Florence Duperray 

This document is a podcast made for podcastinEnglish.com. It is entitled Buy. Nothing Day. A man called Richard is speaking. He is interviewing a woman.
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