Creating a Winner’s Curse via Jump Bids*

David Ettinger ' Fabio Micheluccit
PSL, Universite Paris Dauphine CERGE-EI
Abstract

We show that jump bids can be used by a bidder to create a winner’s curse and preserve an
informational advantage that would otherwise disappear in the course of an open ascending
auction. The effect of the winner’s curse is to create allocative distortions and reduce the
seller’s expected revenue. Two novel features of equilibrium jump bids are also derived. First,
the jump bid may partially reveal the value of the signal that the jump bid intends to hide.
Second, the probability of calling a price might decrease with the type of the bidder who
places the jump bid.

Abstrakt

Ukazujeme, ze skokové nabidky mohou byt pouzity drazitelem k vytvofen vitézova prokleti
a zachovan{ informaéni vyhody, kterd by jinak zanikla v pribéhu oteviené vzestupné aukce.
Efektem vitézova prokleti je vytvoreni aloka¢nich distorzi a snzeni ocekavaného pijmu pro
prodejce. Daéle jsou odvozeny dvé nové vlastnosti rovnovaznych skokovych nabidek. Za-
prvé skokova nabidka muze aastecné odhalit hodnotu signalu, ktery ma skokova nabidka
skryt. Zadruhé pravdépodobnost dorovnan ceny muze klesat s typem drazitele, ktery zadava
skokovou nabidku.
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