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Abstract

As a common phenomenon in the market economy, the Market for Lemons, also called Akerlof
Model, precisely describes the problems of quality and uncertainty. This conception was pub-
lished by George Akerlof in 1970 and his work laid the foundation for Asymmetric Information.
Based on the economic conception and interpretation, this paper discusses the Lemon Phenome-
non through a mathematic model which is depended on simple stochastic simulation. With the
well-established model and the results of data gained from simulation, it is easy to evaluate the
concrete performance that the Market for Lemon shows in the second-hand car market. Finally, by
extending to other Kkinds of areas and analyzing various sorts of Lemon Phenomenon, this paper
summarizes different perspectives from previous works on Asymmetric Information and puts
forward several ways to deal with the situation.
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Table 1. Correlation analysis of the average value, with psychological index lying between 0.5 and 1
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Table 2. MATLAB simulated results of Lemon Phenomenon, with increasing M and psychological index equaled to 2/3
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Table 3. MATLAB simulated results of Lemon Phenomenon, with increasing M and psychological index equaled to 3/4
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clc;clear;

N=100000;

=L

k=1000;

QQ=zeros(k,2);
lum=unifrnd(0.5,1,1,k);
fori=1:k

Q=rand(1,N);

P=10"5*Q;
flag=find(P>mean(P)+std(P));
P(flag)=[l;

Q(flag)=[I;
Q=[Q,rand(1,length(flag))];
for M=1:10000

P=10"5*Q;
P=lum(i)*P+(1-lum(i))*mean(P);
m=mean(P);s=std(P);
flag=find(P>m+s);

P(flag)=[l;

Q(flag)=[I;
Q=[Q,unifrnd(0,1,1,length(flag))];
end

QQ(j,2)=mean(Q);

=L

end

QQ(:,1)=lum;

QQ
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