Instructions for Macroeconomics Experiment.

1. You are a trader and have to decide whether or not to attack a currency of a certain country. There are 6 other traders that have to make the same decision. The profits of attacking the currency depends upon how many others will also attack that currency. The profits of not attacking a currency do not depend upon others’ decisions.

2. At the beginning of the lecture, you will receive 5 slips of paper – one for each of five rounds of the experiment. About half of you will receive yellow colored slips of paper and the other half white slips of paper. 

3. At the beginning of each round, on the slip of paper you will have to write (1) the round, (2) your name, (3) your decision: either attack (A) or not attack (N). The instructor will then collect the slips from everyone.

4. The instructor will select 6 yellow AND 6 white slips for that round. The instructor will then write the 6 decisions for each color on the board. These decisions will represent the decisions of the other 6 traders in your group. Your profits for that round will be determined according to the following table.

	Of the 6 other firms in your group, the number that choose A
	0
	1
	2
	3
	4
	5
	6

	Your profits if you choose A
	£2
	£4
	£6
	£8
	£10
	£12
	£14

	Your profits if you choose N and are in a color group.
	£11
	£11
	£11
	£11
	£11
	£11
	£11

	Your profits if you choose N and are in a white group
	£5
	£5
	£5
	£5
	£5
	£5
	£5


5. The instructor will then select one more yellow slip and one more white slip. The instructor will demonstrate the calculation of profits for that 7th trader.

6. The experiment will repeat for 5 rounds from step 3.

7. At the end of the experiment we will choose one of the paper slips at random.  The person who submitted it receives, in British pounds, the actual pay according to the color of the slip, the round and the decision. It is hence important that you fill in the slips completely. 
Please make sure you understand the instructions before class but please do not discuss this before class. 

Good luck. 
