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lecture2 % lecture 1

We have studied the following deterministic pricing problem:

e =
L e Rlz)= "(f‘(w i 2)
A% R(z) = m;’m(p z)d p). r(p, 2

)
R _[er PP 4 2Y
One can prove Tz = |opta k —5-:1 ' f
@ R(z) is decreasing and convex in z. Yo o
= 3:- = - J(F'(ﬂ) ®
o ~ 73 [p.pm)) H

Therefore, if Z is rajdom then by Jensen'’s inequality, we have ~ =°
ERE® =& (P> - 2) J(PUD) £
(Pe-2) g rEZ). -

RE?) = "3 (p-E9)d0) ———

The difference between E[R(Z)] and R(EZ) reflects the difference 4
between static and contingent pricing. ¥

= (pHen -E aja(p*(z;a)
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Price Optimization wHhRandem-Pemand-Exercise
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