Would you choose the standard or
hybrid version?
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The “rational” view of
car-buying behavior

You walk into a dealership, choose a car based on brand, color, cylinders,
looks and general feel and then start comparing prices among different
options. You also look at gas mileage, today’s price per gallon, form an
opinion about future gas price trends, attach probabilities to them, calculate
expected total gas costs over the lifetime of the car, balance all of that
information against expectations over future inflation rates and interest paid
were you to just leave your money in the bank, take into account how your
preferences for driving will evolve over time, make a few assumptions about
how future buyers will perceive your choice when you are ready to sell the
car, and do all that (and probably a few things I’'m missing), while the car
salesman at the dealership explains to you the awesome industry-leading
warranty and zero-down loan program offered through the end of the
month...




Compare this vehicle to others in the FREE FUEL ECONOMY GUIDE available at the dealer.
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Calculate personalized estimates and compare wehicles

New fuel economy labels
are here to help
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Back to zombie-style, “rationa
economics...

Table 6: Alternative (Gas Prices

(1) (2) (3)
Specification: Futures Forecast Martingale Forecast Both
G -0.72 -0.67
(0.048 ) (0.049 )
Gom -0.50
(0.032)
G — G -0.226
(0.058 )
Observations 854 248 854,248 854 248

Partial R? 0.435 0.419 0.453




Car buyers are “70% rational” in most
traditional, standard economic sense

Table 6: Alternative Gas Prices

1 5

Specification: }I:Ll'ril'i;;';.fl.'__e Forecast Bz:;rl1
G -0.67
_______ 0.049
. .
For every S1 in fuel savings later, car

o -0.226
R buyers spend $0.72 more today e
Observations 854 248 Shd 248 854 248
Pa R* 0.435 0.419 0.453




In car purchasing
example, zombie-style,

“rational” economics
“gets it 70% right.”
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NOTICE?
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