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Part I: Game Theory (5 Lectures + 2 Tutorials) 
 

1. Static Games with Complete Information 
a. Strict and Weak Strategic Dominance.  
b. Nash Equilibrium. 
c. Applications to the Oligopoly Theory. 

Bibliography: Osborne, chapters 2 and 3;  O & R, chapters 1 and 2.  
 

2. Mixed Strategies 
Bibliography: Osborne, chapter 4; M-C, W & G, chapter 8.D 

 

3. Extensive Games with Complete Information 
a. Backwards induction. 
b. Subgame Perfect Equilibrium.  

       Bibli0graphy: Osborne, chapter 5; O & R, chapter 6.1, 6.2, 6.4, 6.5 
 

4. Repeated Games  
a. Reputation. 
b. Bargaining Games. 

       Bibli0graphy: Gibbons, chapter 2.3; Osborne, chapter 14; O & R, ch. 7.1, 7.2, 7.3  
 
Part II: Economics of Information (7 Lectures + 2 Tutorials) 
 

1. Introduction (1 lecture) 
a. Types of Asymmetric Information 
b. The Baseline Model 

Bibliography: M.S. & P.C., chapters 1 and 2.  
 

2. Moral Hazard (2 lectures) 
a. The Basic Principal-Agent Model – two-effort case and overview of 

continuous-effort case. 
b. Linear Contracts. 
c. Applications: i) incentives for managers, ii) credit rationing. 

Bibliography: M.S. & P.C., chapter 3 (except sections 3.6, 3.7 and 3.C);  
M-C,  W & G, chapter 14.B. 
 

3. Adverse Selection (3 lectures) 
a. The two-type case. 
b. The market for “lemons” (market unravelling in continuous-type case) 
c. Applications: i) insurance markets, ii) credit rationing.   

Bibliography: (for 4.a and 4.c) M.S. & P.C., chapter 4 (except sections 4.4 and 
4.C); (for 4.b) M-C, W & G, chapter 13.B.   
 

4. Signalling (1 lecture) 
a. Quick Review of Bayesian Games (Bayesian Perfect Equilibrium). 
b. Signalling games. 
c. Education choice as a Signal. 

      Bibli0graphy: (for 4.a and 4.b) Gibbons, chapter 3.1, and chapter 4.1 and 4.2.A; 
(for 4.c) M-C, W & G, chapter 13.C. 



 
Evaluation Method 
 
Evaluation consists in two exams: a mid-term exam, which corresponds to Part I of 
the programme; and a final exam, which covers the topics in Part II. The mid-term 
exam accounts for 40% of the final mark. The final exam accounts for the remaining 
60% of the final mark. 
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