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« CAN MARKETSFIND THE ZEROS?

« ISSTABILITY A PROBLEM? WHAT ARE THE
DYNAMICS?

e HOW WOULD WE KNOW?
e HOW DOES THE COORDINATION TAKE PLACE?



THE CREATION OF A SIMPLE LABORATORY
MARKET AND HOW THE LAW OF SUPPLY AND
DEMAND WORKS (A PRICE DISCOVERY
PROCESS)
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MARKFET JAWS

DOES THE SHAPE OF THE MOUTH TELL YOU WHICH
WAY THE CREATURE WILL EAT?

MUSTACHE

The lines represzent the age of a sell
order. The mustache thickness
represents selling pressure.

TUPPER JAW
The sell order book contains orders to sell at
each price. The retracted jaw means there are
feswr zell orders (little selling pressure).
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TONGUE
The average of the
gell order and buy

order books.

PURE THEORY
COMPETITIVE
EQUILIBRIA

The equilibria of the model
are sometimes exhibited on
pages. Computations are
based on initial parameters
alone and not market data.
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DROPPINGS: THE
TINME SFEFRIES OF
PRICES
Sell orders tend to be hit
(red) when prices move
up and buy orders (blue)
tend to be hit when
market prices are moving
dowwn. Thus the ticker
tape tends to change
color with movements.

BPEARD
The lines repre=zent the
age of a buy order. The
beard thickness represents
buying pressure.

& 1997 Charles E. Flott

LOWER JAW
The buy order book
contains orders to buy at
each price. An extended
jaw means there are
more buy orders and
upward price pressure.




MULTIPLE MARKETSIN A NETWORK OF MARKETS:

A TRANSPORTATION (OR SUPPLY CHAIN)
INTERPRETATION
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« CAN MARKETSFIND THE ZEROS?

 ISINSTABILITY A PROBLEM? NO

« WHAT ISTHE NATURE OF THE EQUILIBRATION
PROCESS? PRICESFOLLOW A DYNAMICIN
WHICH (i) MARKUP AT THE SOUCE AND
MARKDOWN AT THE SINK EVOLVE TOWARD
CONSTANT PRICESEQUAL TO THE COMPETITIVE
EQUILIBRIUM; (i) TRANSPORTATION COST
EVOLVESTOWARD ZERO; (iii) VOLUMESEVOLVE
FROM SCATTERED MOVEMENT TO
COORDINATED MOVMENT AT THE SAME TIME IN
EACH LOCATION.



