Rationality and
bounded rationality
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What’s so great about
Nash Equilibria?




What’s not so great?



What do we assume
when we assume rational
behavior?



Bounded rationality: what is
the actual relationship between
rationality and equilibria?



Non-rational players
can reach equilibria



Evolutionary games

Recipient

Cooperation

Source: Wikipedia



The ultimatum game

SUBIECT A, You GET $100. You MUST

OFFER GOME GPLIT To SUBJECT B

SUBJIECT B CAN ACCEPT OR REJECT
\E SHE REJECTS, NOBODY GETS

Source: SMBC
https://www.smbc-comics.com/comic/2014-10-09



https://www.smbc-comics.com/comic/2014-10-09

The ultimatum game

5 BUCKS? UP YOURS
JOO GREEDY BASTARD

Source: SMBC
https://www.smbc-comics.com/comic/2014-10-09



https://www.smbc-comics.com/comic/2014-10-09

The ultimatum game

THE HUMANS AREN'T
DOING WHAT THE MATH
GAYS. THE HOMANS MUST

B8E BROKEN.

Source: SMBC
https://www.smbc-comics.com/comic/2014-10-09



https://www.smbc-comics.com/comic/2014-10-09

Rule rationality



Beyond rationality: crazy
strategies & epsilon
equilibria



Costly rationality and
computation




