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Abstract

This paper examines how cursedness—the tendency to neglect how other peo-
ple’s strategies depend on their private information—a!ects trade in a takeover
game with one buyer and one seller. I apply the Cursed Sequential Equilibrium
concept, showing that information transmission and allocative e”ciency depend on
the degree of information asymmetry and the size of the stakes. Finally, this pa-
per presents two experiments to test the model predictions and investigate whether
experience in di!erent roles impacts cursed behavior.
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