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˝We model an incomplete information generalized second price auction for 

keyword search to analyze the optimal bidding strategies of the participating 

advertisers. The results also apply to a more general setting where goods are 

being auctioned off at multiple positions. We characterize all possible pure 

strategy Bayes-Nash equilibrium in a static GSP auction and show that the 

consideration of the click through rates ratio plays a key role in determining 

the equilibrium bidding strategies for the advertisers. Specifically, we find that 

when the click through rates ratio exceeds a critical value, there will be no 

pure strategy Bayes-Nash equilibrium. The results from dynamic GSP auction 

confirm that the existence of both separating strategy and pooling strategy 

equilibrium also depend on critical values of click through rates ratio such that 

the dominant bidding strategies in standard dynamic auction become 

irrelevant in dynamic GSP auctions. Lastly, we find that when search engines 

do not publish the bidding history (i.e. there is `minimum disclosure of 

information'), the advertisers will never try to mimic each other or in other 

words, there will be no pooling strategy equilibrium.˝ 

 
 

Na brezplačni seminar se lahko prijavite v Službi za znanstveno raziskovalno delo, 

po telefonu (01) 58-92-490, ali po e-pošti research.seminars@ef.uni-lj.si, in sicer do 

srede, 19.3.2014. 
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