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GAME THEORY AND ECONOMIC SHOCKS

	Course code
	[bookmark: _GoBack]GRAE036

	Compulsory in the programmes
	Financial Economics

	Level of studies
	Graduate

	Number of credits 
	6 ECTS (36 contact hours + 2 consultation hours, 124 individual work hours)

	Course coordinator (title and name)
	Dr. Pijus Krūminas. 

	Prerequisites
	None

	Language of instruction
	English




THE AIM OF THE COURSE:

The course aims to provide students an understanding of the concepts of game theory and its application in the context of economics, especially, when analysing the effects of external factors on the economic systems. Students will acquire skills needed to address fundamental issues as well as to solve practical challenges in economics through a combination of lectures, seminars and hands-on use of game theory in their project work. The work will focus on first laying and understanding the foundations on game theory and then looking at specific studies to understand how game theory is applied by researchers and how it can be used in practice.

MAPPING OF COURSE LEVEL LEARNING OUTCOMES (OBJECTIVES) WITH DEGREE LEVEL LEARNING OBJECTIVES (See Annex), ASSESMENT AND TEACHING METHODS

	Course level learning outcomes (objectives) 
	Degree level learning objectives (Number of LO) 
	Assessment methods
	Teaching methods

	CLO1. Students will learn to understand game theory research in the field of economics, how game theory can help to better understand economic processes, including reaction to shocks.
	LO1.1.
LO1.2.
	Written project, final exam
	Lectures, seminars

	CLO2. Students will learn to apply game theory tools for addressing economic issues whether theoretical or practical through a combination of small problems discussed in class and their own work.
	LO1.2.
	Written project, final exam
	Seminars, project development

	CLO3. Students will develop and deliver a presentation of their project work, providing the skills needed to present results and implications game theory based research in practice.
	LO3.1.
	Project presentation
	Seminars, project development

	CLO4. Students will learn to prepare a research paper based on the application of game theory tools. The research paper will have to address an economic problem selected by students, thus, making it closer to the practical problems that students may face, including those outside academia.
	LO 3.2.
	Written project
	Lectures, seminars, project development







ACADEMIC HONESTY AND INTEGRITY

The ISM University of Management and Economics Code of Ethics, including cheating and plagiarism are fully applicable and will be strictly enforced in the course. Academic dishonesty, and cheating can and will lead to a report to the ISM Committee of Ethics. With regard to remote learning, ISM remind students that they are expected to adhere and maintain the same academic honesty and integrity that they would in a classroom setting.

COURSE OUTLINE

	Topic
	In-class hours
	Readings

	Introduction to the course
Introduction to game theory 
Extensive form games and backwards induction
Strategic form games
	4
	
Bonnano (2015)
Gibbons (1997)
Gintis (2007)

	Applications of game theory
Development of game theory from military strategy to evolution
Discussion on game theory assumptions and applicability based on selected examples
	4
	Sethi (2018)
Samuelson (2016)
Leeson (2007)

	The ‘classical’ games: Prisoners’ Dilemma, auctions, etc.
The main concepts: Nash Equilibrium, strategies, mixed strategies, etc.
Workshop on solving different games
	4
	Bonnano (2015)
Mengel (2017)

	Technological change
Response to technology and technology adoption from the game theoretic perspective
Presentations and discussions on project ideas
	4
	Allen & Leeson (2015)
Baniak & Dubina (2012)
Zhu & Weyant (2003)

	Political factors
Exit, Voice, and Loyalty Game
Implications for economic agents
Workshop on game theory in politics
	4
	Clark, Golder & Golder (2013)
Weingast (1997)

	Policy and game theory
Policy analysis from game theoretic perspective
Monetary and fiscal policy
Discussion on policy and interests
	4
	Hermans, Cunningham & Slinger (2014)
Nordhaus (1994)

	Crisis and responses
Evolutionary games to understand behaviour under crisis conditions
Workshop on project progress
	4
	Hanauske et al. (2010)
Alam, Kabir & Tanimoto (2020)

	Learning from history
Applications of economic history
Using the past to inform research
Workshop on past examples to inform projects
	4
	Blum & Colvin (2018)

	Project presentations
Course wrap up
	4
	None

	
	Total: 36 hours 
	

	CONSULTATIONS
	2
	

	FINAL EXAM
	2
	



FINAL GRADE COMPOSITION

	Type of assignment
	%

	Group Components 20%
	

	Project presentation
	20%

	Individual Components 80%
	

	Written project
	60%

	Final exam
	20%

	Total:
	100



DESCRIPTION AND GRADING CRITERIA OF EACH ASSIGNMENT
(Provide short descriptions and grading criteria of each assignment)

Students will work in small groups of 3-4 to develop a project, where they apply game theoretic tools to study an economic problem of their choice. However, the written part of the project will be evaluated individually (60%), where a template will be provided to students groups to identify individual contributions of the students to ensure that all students have contributed to the project and their contribution can be clearly identified. The written part of the project will be evaluated on the basis of the analysis of the topic chosen and the application of game theory to study the selected problem. The other part of the individual component will consist of the final exam (20%), which will have a selection of multiple choice and open questions, testing students’ knowledge on the game theory concepts and requiring their application to the small tasks given as open questions.

The group component covers the presentation of the project that students will develop (20% of the final mark). The presentation will be evaluated based on how clearly the main points are presented in an accessible manner to fellow students.

RETAKE POLICY

Retake covers the final exam (20%) and the written project (60%) parts. The retake will be an open question take-home exam more extensive than the final exam, requiring to demonstrate not only understanding of game theory, but also its application as should be done in the written project.

ADDITIONAL REMARKS

None
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ANNEX

DEGREE LEVEL LEARNING OBJECTIVES



Learning objectives for Master of Social Science 
Programme: 
Financial Economics

	Learning Goals
	Learning Objectives

	Students will be critical thinkers
	LO1.1. Students will be able to identify underlying assumptions, limitations of previous research; evaluate managerial solution alternatives.  

	
	LO1.2. Students will become independent learners and develop their own comprehension of scientific theories, models, and concepts. 

	Students will be socially responsible leaders
	LO2.1. Students will be able to evaluate past and current practices in their discipline from an ethical perspective. 

	Students will be effective communicators
	LO3.1. Students will develop and deliver a coherent oral presentation.

	
	LO3.2. Students will develop and deliver a coherent written research paper.
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