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Both buyers and sellers can post prices to
buy/sell goods

Buyers receive marginal values per good boug
BuyeriQa LINE F A & g@od:” ,&yzep vy

Sellers receive marginal costs per good sold
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Players only know their own marginal
values/cost

During trading players see the highest bid, the
lowest ask, and the prices at which goods are
sold
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Seguence of trading periods, each lasting :
preset time (e.g. 2 min)

In each period there are new units to
buy/sell and units do not carry over periods

Buyers buy their higlvalue units first
Sellers sell their loveost units first

Subjects can accept the current bid/ask or
place new one

Unprofitable trades are not allowed
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Typical experimental results
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Typical experimental results (Smith 1991)

Quick adjustment to equilibrium prices
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Typical experimental results (Davis & Holt 1993)

The effect of experience
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the experimental results. The outcome
was unbelievably consistent with
competitive price theory. ... But the result
O | yb®lklieved, | thought. It must be an
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with different supply and demand
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Zerointelligence traders
(Grol3er& Reuben 2013)

ACompare human traders to
zero-intelligence traders:
robots who post random price
to buy/sell and buy at random
prices as long as trade is
profitable (see als@ode&
Sunder 1993)
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Asset markets are different
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AErrors in beliefs play a crucial role S this a speculative
A bubble?

APotential for speculation /\
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Hard to study speculation without seeing fundamental valu@s use an experiment!

ASell and buy shares of an asset withcemmonly-known expected valuend no private
values or costs

ADividends per sharare  peredd
. . MNumber of remaining dividend payments: 10
dIStrlbUted at the end Of Mumber of remaining shares 2
eaCh pe”Od Amount of remaining cash; $41.00
- . 10 seconds left!
Ae.g., $10 withp = 0.25,
$25 withp = 0.5, and [t pie| =
$4O Wlth p =0.25 Lowest Offer Highest Bid You sold a share for $11.00
- $11.00 $10.00
AShares carry over from one e
periOd to the next Submit Offer to Sell I ’T‘ $11.00 $10.00 ’—‘ Submit Bid to Buy I
Wake an offer to sell Make a bid to buy
Your current offer. Mo offer yet Your current bid: Mo bid yet
g c-ygapai & enls

EA NYU |ABU DHABI

10



ASSE'IVIARKETEB}I THELABORATORY

P,
-.5“ —
1

Typical experimental results (Porter & Smith 2003)
APrice bubble (deviation from fundamentals) emerges and then crashes
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Typical experimental results
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Typical experimental results (Williams 2008)
APrice bubble (deviation from fundamentals) emerges and then crashes
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Typical experimental results (Deck et al. 2014)
APrice bubble (deviation from fundamentals) emerges and then crashes
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Typical experimental resultsHckel & Fullbrunn 2015

APrice bubble (deviation from fundamentals) emerges and then crashes

| Occurs less wit
female traders

"if Lehman Brotherrhad been
Lehman Slmthe results

would have been very dlffmnt"

Christine lagarde j ;
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