EC 135: Economics of Uncertainty and Information
Fall 2017
Marina Agranov

Overview
This course provides a basic introduction to decision making under uncertainty.  The course is divided into two big parts: Economics of Uncertainty and Economics of Information. In the first part we will talk about individual decision making. In particular, we will discuss the notion of expected utility, risk attitudes and how it applies in the insurance markets. In the second part we will focus on the economic analysis of production and exchange under conditions of asymmetric information. Among other things we will talk about signaling models, competitive screening models and adverse selection problems in the markets with asymmetric information.
Class time
Tuesday and Thursday from 9am to 10:25am in 128 Baxter
Prerequisites
Basic knowledge of probability and game theory are necessary.

Requirements
Problem sets 





30%
*not graded, you are allowed not to submit 1 homework without penalty 

Take home midterm exam



35%
Take home final exam 




35% 
Participation – you are allowed to miss at most 3 classes without justification.
Contacting me
Office: 301E Baxter Hall.

Feel free to e-mail me at magranov@hss.caltech.edu to schedule a time to talk about class material or about your research interests.

Tentative outline

PART I:

Preferences and Utility Representation



Preferences over Lotteries and Expected Utility Representation



Risk Attitudes



Violations of Expected Utility
PART II: 
Signaling (Spence model of education)



Cheap Talk model of Crawford and Sobel



Adverse Selection (Market for Lemons)


Competitive Screening



Credit Markets with Adverse Selection



Principal-Agent Model
IMPORTANT DATES:

September 27th – no class

October 26th – no class and midterm distributed by email

October 30th – all midterms should be returned to me by 9am on Monday

November 30th – no class

December 5th –final distributed by email

December 8th – all finals should be returned to me by 9am on Friday

