September 23 Lecture
Late: 10 people here (nitya, sami, sara, Rachel, Jordan, Matthew K, Matthew G, Carl, Tanner, Eric Bird) Chris and Trip came late

Nitya – undecided major, from Vernon Hills, Illinois, interested in commerce school and the liberal arts education, likes to sing, 

Sara- from Knoxville TN, interested in commerce school, likes competitive rock climbing, interested studying government regulation of business, 

Matt G- ROTC, from Fairfax Va, interested in finance, likes to read finance books, born in Little Rock, Arkansas

Game Theory-
 	
· 3 people – take each one out of room and paint dot on forehead
· Each dot is white or blue
· Can see other dots, but not your own
· Third person is you
· First two people are white dot
· Hint is he comes into room in front of 3 people and says  “… at least one of you has white dot on forehead..”
· Still don’t know your color.
· Person one = George
· Person two = Barrack
· Person three = Rick
· George does not see 2 blue dots	
· Therefore George has white spot
· Barrack has a white dot
· Called “principle of common knowledge”
· In conflict resolution, the more that you emphasize what you know than you are more likely to solve conflict

Another Game Theory example:

You are a pitcher; best pitch low outside on the corner… if batter knows you will pitch it there, now what? Not your best pitch… your best action is only really effective if it is not anticipated… optimal strategy is “random strategy” 

Tennis match example.. Jon Isner and the UVA player in nat’l championship… have to randomize

Let’s watch some CNN:
· Tuesday 2 PM Dow Jones trading at 11, 500
· Market traded down so that last night it closed 10,800 7% difference
· Read panic treasury market.. yields 
· Wide trading range since august
· Very unusual
· In July, the recovery was very slow 1.7%... but revisions came out that it said 0.3%...
· Unemployment claims inched back up, no new job creations
· American economy was getting weaker
· Can’t explain the recent drop in market due to bad news.. but not how it actually happened
· Greece is throwing off the market… Market is already effective defaulted to Greece
· Can’t be Greece. World economy will not fall apart if 210 billion 
· Everyone worried that once Greece defaults, raises spectrum everyone can default
· No one thought it was a possibility
· If spain and Italy get in trouble, whole system breaks down
· Gov’t has to assume responsibilities 
· Fear of Greece is that it rings the alarm bell
· Greece will not be able to repay debt… come back to all bond holder and extend the debt out… effectively a bail out
· Germans convinced their own banks to buy all this debt… by saving debt… 75 $ billion of Spanish debt in Germany 
· Greece will default
· Spain and Italy with default… in a highly sophisticated way
· France and Germany will not survive 
· One more negative in relation to U.S. since EU and U.S. so connected
· All the Asian markets are down 8%... EU markets down 10% 
· Banking stocks doing particularly poorly 
· Citi Bank lost 50% in the year
· Why? Real estate disaster in Spain… Italy problem is too many people on payroll for retirement funds… Same for Greece

Futures = Dow Jones…

In a house… agree to buy the house but haven’t purchased it yet

Futures actively traded after 8 pm Sunday-Thursday

8 PM Japanese market opens… stock market bigger than China

Great Depression
· Interesting because it lasted 1929 to 1939
· Real destruction in value hit low 1932
· 3 waves of bank failures, 1930 1931 and 1933
· Roosevelt declares bank holiday March 23… serves 3 terms
· Hoover president 1929-1932 
· V shape recovery
· In 1937 another fall off in GDP and unemployment
· 10 year period of unemployment never really gets below 12% in the 1930s…. unemployment 20%  at the end of the 1930s.
· Roosevelt believed in a balanced budget… 
· Biggest initiative National Recovery Act (NRA)
· Most controversial item
· Fixed prices, wages across country
· [bookmark: _GoBack]Declared unconstitutional 9-0… says that commerce clause cannot be interpreted that way… after that court okayed major elements of Roosevelt’s New Deal
· That court, everyone switched around… 
· People can point to the NRA and said it stopped what hindered recovery
· third of banks disappeared, what do you?
· Roosevelt instincts were conservative
· Let’s plan lets help industry and business via NRA
· 

