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Abstract

In online ad markets, a rising number of advertis-
ers are employing bidding agencies to participate
in ad auctions. These agencies are specialized
in designing online algorithms and bidding on
behalf of their clients. Typically, an agency usu-
ally has information on multiple advertisers, so
she can potentially coordinate bids to help her
clients achieve higher utilities than those under
independent bidding. In this paper, we study co-
ordinated online bidding algorithms in repeated
second-price auctions with budgets. We propose
algorithms that guarantee every client a higher
utility than the best she can get under independent
bidding. We show that these algorithms achieve
maximal coalition welfare and discuss bidders’
incentives to misreport their budgets, in symmet-
ric cases. Our proofs combine the techniques of
online learning and equilibrium analysis, over-
coming the difficulty of competing with a multi-
dimensional benchmark. The performance of our
algorithms is further evaluated by experiments
on both synthetic and real data. To the best of
our knowledge, we are the first to consider bid-
der coordination in online repeated auctions with
constraints.

1. Introduction

Online advertising has been the main source of revenue for
important Internet companies (IAB, 2022). A transaction
in the market usually goes as follows: upon the arrival of
an ad query, an auction is held by the advertising platform
among all advertisers, and the winner gets the opportunity to
display her ad. Thus, advertisers engaging in such repeated
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auctions are confronted with an online decision problem.
That is, they could not know the values of incoming queries,
but have to decide their bids based on historical information
to maximize their accumulated utilities.

Recently, more and more advertisers are delegating their bid-
ding tasks to specialized market agencies (Decarolis et al.,
2020). Advertisers only need to report their objectives and
constraints within a given number of rounds. Typically, an
advertiser aims to maximize her total utility subject to a
budget constraint that limits her total payment. With the
requests received, these agencies will design correspond-
ing online bidding algorithms and bid on behalf of these
advertisers. A bidding agency usually has information of all
her clients, which leaves her a chance to coordinate bids to
improve every client’s utility.

However, most existing online bidding algorithms focus on
bidding for one bidder in the campaign (Han et al., 2020;
Golrezaei et al., 2021; Balseiro et al., 2022; Chen et al.,
2022; Feng et al., 2023; Wang et al., 2023). The fundamental
question of bidder coordination in online settings remains
unanswered: can we design a coordinated online bidding
strategy, such that each client advertiser enjoys a higher
utility compared to the best they can get under independent
bidding?

In this paper, we study bidder coordination in repeated
second-price auctions with budgets. The above question
can be modeled as an online multi-objective optimization:
to show that an algorithm has the desired performance, one
needs to compare each bidder’s utility with her correspond-
ing benchmark utility. The main difficulty, compared to the
problem of designing individual online bidding algorithms,
is how we deal with the interplay of bidders in dynamic
repeated settings. Since auctions are multi-player games, a
bidder’s utility is influenced by others’ bids.

Indeed, one way to overcome the problem is to assume that
members who gain more than their respective benchmark
utility are able to compensate other members with money.
In this way, optimizing the welfare of the whole coalition is
sufficient (Bachrach et al., 2011; Allouah & Besbes, 2017).
However, we argue that monetary transfer is unrealistic in
the ad auction scenario. In reality, advertisers’ first goal
is usually to enlarge the influence of their products. They
participate in auctions to win more impressions for their ads,
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rather than simply conducting financial investments.

Therefore, we focus on coordinated online bidding algo-
rithms without monetary transfer. We propose an algorithm,
Hybrid coordinated Pacing (HP), under which each bidder’s
expected utility is theoretically guaranteed to outperform
her corresponding benchmark utility asymptotically. In de-
signing HP, an important observation we follow is that the
problem of coordinated online bidding strategy design can
be reduced to two design tasks: the selection rule inside the
coalition and the budget management strategies. A simple
application of this principle, Coordinated Pacing (CP), is
another algorithm proposed in the paper. It already has the
desired utility guarantees when bidders in the coalition share
the same value distribution and the same amount of budget
(i.e., symmetric case).

In proving our theorems and overcoming the aforemen-
tioned difficulty, we combine the techniques of online learn-
ing and equilibrium analysis. We first show that these algo-
rithms’ performance converges. The problem then reduces
to the comparison of utilities between the benchmark and
the equilibrium these algorithms converge to. The analysis
of equilibria, which are defined by non-linear complemen-
tarity problems and have no closed-form solutions, allows
us to show that our algorithms maximize coalition welfare
in the symmetric case. We believe all these techniques and
results will be of generality and important use in future stud-
ies. Finally, we run experiments on both synthetic and real
data to further illustrate how our algorithms improve every
member’s utility through coordination.

1.1. Related Work

In recent years, individual online bidding problems with
budget constraints in repeated auctions have been widely
discussed in literature, promoted by the surging of auto-
bidding services in the industry (Aggarwal et al., 2019).
Theoretically, this problem is closely related to contextual
bandits with knapsacks (CBwK) (Badanidiyuru et al., 2014;
Agrawal et al., 2016; Agrawal & Devanur, 2016; Sivaku-
mar et al., 2022) as well as its specifications, e.g., online
allocation problems (Li & Ye, 2021; Balseiro et al., 2022).
For the dynamic bidding problem, Balseiro & Gur (2019)
set the foundation of pacing in repeated second-price auc-
tions, by which a bidder would shade values by a constant
factor as her bids. They proposed an optimal online bidding
algorithm that adaptively adjusts the pacing parameter. Sub-
sequent works have extended the above results in multiple
ways (Golrezaei et al., 2021; Gaitonde et al., 2023; Celli
et al., 2022; Gaitonde et al., 2023). Our work considers
the coordinated bidding scenario, in which bidders could
cooperate to increase everyone’s utility.

Graham & Marshall (1987) studied coordinated strategies
in second-price auctions and first proposed to select only

one member in the coalition as the representative to bid
in the auction. Pesendorfer (2000); Leyton-Brown et al.
(2002); Aoyagi (2003); Skrzypacz & Hopenhayn (2004);
Romano et al. (2022) also consider models that do not allow
monetary transfer in the coalition. Among these researches,
Decarolis et al. (2020); Romano et al. (2022) studied the
computation problem of optimizing each bidder’s utility
in GSP and VCG auctions. In comparison, we consider
the coordination problem in online repeated second-price
auctions with budgets, which is one of the most practical
scenarios in current ad markets.

Technically, for the budget management strategy of each
individual bidder, we adopt the adaptive pacing strategy
introduced by Balseiro & Gur (2019), which is based on
dual gradient descent. While algorithms and analysis based
on duality are standard in online convex optimization (Ne-
mirovski et al., 2009; Li & Ye, 2021; Golrezaei et al., 2021;
Feng et al., 2023), due to the introduction of inner dual vari-
ables, our analysis of HP does not follow the standard dual
analysis. The idea of selecting a representative to bid is from
Graham & Marshall (1987) and confirmed to be applicable
to the online setting in this paper. Moreover, it is important
and nontrivial to design a fair adaptive selection rule, so as
to make sure that everyone has fairly equal chances to bid:
While CP can be regarded as a natural application of indi-
vidual pacing to coordinated bidding, it can only guarantee
performance in symmetric cases. Zhou et al. (2017) also
studied the case when all players learn simultaneously in re-
peated games. They established the last-iterate convergence
of mirror descent strategies when the one-shot game satisfies
the property of variational stability. However, their results
do not apply directly to the settings when players’ actions
across rounds satisfy certain budget constraints. Moreover,
our analysis includes an equilibrium analysis that compares
per-person utilities in two equilibria.

Other works utilize the multi-agent reinforcement learning
framework to design algorithms (Jin et al., 2018; Guan et al.,
2021; Wen et al., 2022; Tan et al., 2022). They usually need
to explore beforehand to get enough samples. Compared to
them, the algorithms we propose do not need samples. They
consider accumulated utilities and achieve asymptotically
better performance than the benchmark.

1.2. Paper Organization

In Section 2, we introduce our model and benchmark. In
Section 3, we confirm the idea of selecting representatives
to bid, and present the results of CP. Section 4 presents
the results of HP. In Section 5, we show other properties
our algorithms possess in symmetric cases. Section 6 show
experiment results of our algorithms. Section 7 concludes.
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2. Model and Benchmark

In this work, we consider the scenario in which N bidders
participate in 7" rounds of repeated second-price auctions.
Ineachroundt = 1,..., T, there is an available ad slot, auc-
tioned by the advertising platform. There are K among [NV
bidders who form a coalition K = {1,--- , K'}. The value
bidder k£ € K perceives for the ad slot in round ¢ is denoted
by vy, and is assumed to be i.i.d. sampled from a distribu-
tion F}. We assume that F}, has a bounded density function
fx, with a support over [0, ;] C R.. Each bidder k € K
has a budget constraint By, which limits the sum of her
payments throughout the period, and we denote bidder k’s
target expenditure rate by py, := By /T € (0, U%). As usual,
we use bold symbols for vectors (or matrices), e.g., using
v, without subscript & to denote the vector (v ¢, ..., Uk 1),
and v to denote (v, ..., vr); the same goes for p as well
as other variables to be defined.

For k € K, denote bidder k’s bid at round ¢ by by ;. For
bidders outside the coalition, we assume their highest bid
in round ¢, denoted by do, is sampled i.i.d. from a distri-
bution H. This modeling follows the standard mean-field
approximation (Iyer et al., 2014) when the number of bid-
ders outside the coalition is large. Similar to F},, H is also
assumed to have a bounded density function h. Thus, the
highest competing bid that bidder & faces is:

— ] e}
dj,t = max {Ze%agik bit, di } .
Let zy; == 1{bk; > di.} € {0,1} indicate whether
bidder k& wins the ad slot in round ¢. We denote by
Ut = Tkt (Vg — dg,e) bidder k’s utility in round ¢ and
by 2+ = xk:di her corresponding expenditure for a
second-price auction.

Now we formally model the coordination among bidders in
KC, which can also be viewed as a third-party agency bidding
on behalf of all bidders in X, given their budget and value
information. We denote by - the history available to the
coalition before posting the bids in round ¢, defined as:

t . t—1
Hi = {{v77mfaz7’}¢:1 7'Ut} .

A coordinated strategy maps Hj- to a (possibly random)
bid vector b; for each t. We use C to denote the set of all
coordinated strategies, and call a strategy C € C feasible if it
guarantees that for each bidder, her cumulative expenditures
never exceed her budget for any realizations of values and
competing bids, i.e., Vv, de,

T T
Dz, =Y 1{by, >di,}dy, < Bi,Vk € K.
t=1 t=1

We denote by HS bidder k£’s expected payoff under coordi-

nated algorithm C € C:
T
t=1

T
=ES 40 lz 1{b5, > dg,} (vne —diy) |,
t=1

C._mpC
iy =E, 40

where the expectation is taken with respect to the random-
ness of algorithm C, the values of all coalition members v,
and the highest bids outside the coalition d©.

2.1. Optimal Individual Budget Management Algorithm
and Benchmark

A desirable coordinated bidding algorithm should benefit
every participant. That is, all participants should gain more
utility than what they could obtain when they bid indepen-
dently. This is also a requirement for stable coordination, as
a bidder should have left the coalition if she gained less in it.
A natural measurement is bidders’ utilities when everyone
uses optimal individual bidding algorithms independently.

As for individual bidding algorithms, it is known that adap-
tive pacing strategy (Balseiro & Gur, 2019) is asymptotically
optimal in both stochastic and adversarial environments.
The main idea of this strategy is to maintain a shading pa-
rameter ), and bid v/(1 + A) when the true value is v. The
algorithm updates A according to each round’s cost and tries
to keep the bidder’s average expenditure per auction close
to the target expenditure rate. By doing so, the algorithm
shares the risk as well as the opportunity among all rounds.
For the completeness of our work, we state the individual
adaptive pacing algorithm in Appendix A.

When all bidders follow adaptive pacing simultaneously,
their shading parameters converge, assuming that the multi-
valued function of their expected expenditures per round
is strongly monotone (defined below). At the same time,
their utilities also converge to the corresponding equilibrium
utilities, which we regard as our benchmark.

Specifically, consider K bidders shade bids according to a
profile of parameters A € Rf . Denote bidder £’s expected
expenditure per auction under A by

Gr(A) =Eqy go [L{vg = (1 + Ap)di} - di], (1)
and bidder k’s expected utility over 7" rounds by
Uk.()\) =17 Ev,do [1 {’Uk» > (1 + /\k) dk} . (Uk — dk)] ,

where we omit the subscript ¢ since the values and the high-
est bids are independent across rounds. We say function
F : RE — RX is y-strongly monotone over a set i C R
if

A=X) (FIN)=F\) >~ [A= N2, VAN eU.
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Assumption 2.1. There exists a constant v > 0 such that
G = (Gy)E | is a y-strongly monotone function over

Hlle[oa @k/[)k]'

We call the special coordinated algorithm, the simultaneous
adoption of individual adaptive pacing, IP for short. When
Assumption 2.1 holds, parameters under IP converge to a
fixed vector A*, defined by the following complementarity
conditions:

N >0 LG N) <pp, Vkek, )

where | means that at least one condition holds with equal-
ity. The existence and uniqueness of A* are guaranteed by
the result of Facchinei & Pang (2003). Moreover, its long-
run average performance converges to the expected utilities
achieved with vector \*, i.e.,

lim % (I = Ux(A%)) =0, VkeK. 3)

T—o0

We consider U (A*) as our benchmark. Notably, our goal is
to design coordinated algorithms with better performance
for every bidder inside the coalition, i.e., finding an algo-
rithm C such that
1
lim inf Iy — Ux(X%)) >0, VkeK.

T—o0

3. First Steps for Coordinated Strategy Design

In this section, we present two important elements used in
our algorithms. We first show that we only need to con-
sider a class of “bid rotation” strategies to design satisfying
coordinated bidding algorithms. We then use a simple algo-
rithm to illustrate the non-triviality of the problem and the
importance of maintaining competition inside the coalition.

In a one-shot second-price auction where bidders have no
constraint, as is revealed, the best collusive strategy is to
select a representative to bid truthfully and let the other bid-
ders inside the coalition bid zero. Such a strategy decreases
the second-highest bid, alleviates the inner competition, and
notably, improves the representative’s utility without mak-
ing others worse (Graham & Marshall, 1987). When it
comes to the multi-round scenario with budget constraints,
it is no longer optimal for bidders to bid truthfully. In fact,
they tend to underbid to control their expenditures, making
sure not to exceed their budgets (Aggarwal et al., 2019).
However, we show that the idea of selecting representatives
still works.

Definition 3.1. A coordinated bidding strategy is a bid
rotation, if it lets at most one bidder bid non-zero in each
round.

Lemma 3.2 indicates that there always exists a best coordi-
nated bidding algorithm that is a bid rotation. Therefore, it
suffices to consider bid rotation strategies only.

Algorithm 1 Coordinated Pacing (CP)

1: Input: € = 1/\/T, & > Oy /py forall k € K.
2: Select an initial multiplier & € [0, &), and set the
remaining budget of agent k to Ek’l = Br = piT.

3: fort =1to T do

4:  Observe the realization of v;.

5. Select k* € argmax;,,c min{vg +/(1+ &xt), Brt}
(break ties arbitrarily).
For each k, post a bid

6:
7: by = min {1 (k= kY vpe/(1+ Eny), Bk}t}.
8
9

Observe the the expenditures z;.
For each k, update the multiplier by

10: Ek+1 = Po g1 (St — €(px — 2k,t))-

11:  For each k, update the remaining budget by
12: By t+1 = Brt — 2kt
13: end for

Lemma 3.2. For any feasible coordinated strategy C, there
exists a feasible bid rotation strategy CY such that every
member’s expected utility under algorithm CF is at least as
good as that under algorithm C.

Hereafter, we divide the algorithm design into two parts: de-
signing the budget control strategies in the real auction and
the selection rule inside the coalition. We use adaptive pac-
ing for the budget management part, and the main difficulty
lies in designing the rule for selecting the representative
bidder each round.

One natural idea is to choose the member with the highest
bid to compete outside the coalition. Such an idea motivates
coordinated pacing (CP, Algorithm 1). In CP, Line 5 shows
the selection step inside the coalition: the one with the
highest bid becomes the winner. In Line 6, the winner posts
the same bid as in the coalition, while others post zero in
the real auction. Finally, the pacing parameters are updated
with the adaptive pacing technique. We note that the step
size can be set in a more general way, with details in the
appendix. Here, we use 1/ VT to simplify the description.

Now we give our theoretical guarantees for the performance
of CP. First, we make assumptions on the function of bid-
ders’ expected expenditures per round. In the case of CP,
denote the expected expenditure of bidder k£ under CP to be
GCP which is

GLF (&) =Eygo [1{ve > (1 +&)di}d°].

Assumption 3.3. GF is strongly monotone in [0, &,]¥.

Denote the expected utility of bidder k& under CP by ng.
In the symmetric case, we show that the performance of CP
is better than the benchmark Uy (A*) asymptotically:
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Theorem 3.4. Suppose that Assumption 3.3 holds. When
every bidder has the same value distribution and budget, we
have

1
lim inf T(HSP ~Ur(A") >0, VE€e K. (4

T—o0

The proof of the theorem is given in Appendix B. To prove
Theorem 3.4, we first show that £ converges to some equi-
librium £* and, therefore, the algorithm’s performance con-
verges to the corresponding expected utilities. The problem
then reduces to the comparison of equilibrium utilities. Con-
cretely, we show that £* < A*. This means that as an
entirety, bidders in coalition X are more competitive than
when they independently bid, and therefore the coalition
wins more items. However, the competition inside the coali-
tion also becomes fiercer.

Despite the good performance in the symmetric case, CP
does not outperform the benchmark in all instances. In
some cases, strong bidders may become stronger, and weak
bidders become weaker. To see this, we consider a special
case with two bidders forming a coalition. Bidder 1’s value
is always higher than the bidder 2’s, and the outside com-
peting bid d© is always 0. For IP, which converges to our
benchmark, bidder 1’s expected expenditure per round is
not zero. Therefore her shading parameter is non-zero, so
long as her budget is sufficiently small. There is a chance
that her bid is lower than bidder 2’s, enabling bidder 2 to
compete and win the item. In CP, however, bidder 1 keeps
being selected as the representative, and bidder 2’s expected
utility will be lower than hers in the benchmark. A detailed
experimental example is given in Section 6.

To avoid such cases and outperform the benchmark in all
instances, one way is to independently maintain competition
inside the coalition, giving each member a fair chance to
become the representative. The ideas of bid rotation and
maintaining the competition are important in designing HP,
which we will show next.

4. Hybrid Coordinated Pacing

Inspired by CP (Algorithm 1), we further propose a hybrid
coordinated pacing (HP) algorithm shown in Algorithm 2.
HP ensures that every coalition member can achieve a higher
utility than the benchmark.

More specifically, HP draws a clear line between the internal
election and external competition. In addition to the multi-
plier i used to compete with bidders outside the coalition,
HP maintains for each bidder k£ a pseudo multiplier Ay for
the internal election. The coalition first holds an internal
election to select a representative and recommends her to
compete with other bidders outside the coalition. When the
value is vy (and the budget is still sufficient), bidder £ bids

Algorithm 2 Hybrid Coordinated Pacing (HP)

1: Input: € = 1/\/T, fx > U/ pk forall k € K.

2: Select an initial multiplier o1 € [0, fix ], let the initial
pseudo multiplier be A; = p1, and set the remaining
budget of agent k to By, 1 = By, = piT.

3: forT =1totdo

: Observe the realization of v;.
Let bé)t = min {vkyt/(l + Aet), Bk,t} and di)t =
MaxX;efC:i£k bf’t for each k.
6:  Select k* € argmax;, bét (breaking ties arbitrarily).

7. For each k, post a bid
bg,t = Inin {1 {]{} = k'*} Uk,t/(l —+ ,LLkJ[), Bk,t}-
9:  Observe the allocations x; and the expenditures z;.
10:  For each k, update the pseudo multiplier by

11: Ait+1 = Ploay) ()\k,t —€ (Pk - ng)) ;

12:  where z}c,t =1 {bi’t > Zk,t} max (Zk,hxk,tdé,t) .

13:  For each k, update the multiplier by

14: fiet+1 = Ploxg o] (et — € (ox — 20,t)) -
15:  For each k, update the remaining budget by
16: By t+1 = Brt — 2kt

17: end for

v /(14 ) in the internal election, and bids vy, /(1 + %) in
the real auction if she wins. To make a good distinction, we
label the two ranking bids as bé and bko with superscripts.

By updating A\ and py, separately, we are able to make sure
that every member gets at least the same opportunities to bid
outside the coalition and win the item, as they do in IP. To
achieve this, we let the inner dual variables update exactly
as the dual variables in IP. Therefore, in the updating rule of
Lk, we require that the inner variable always be greater than
the outer variable, i.e., 15+ < Mg, so that if an agent wins
at a round in IP, she will also win at the same round in HP.
In this way, HP can observe every necessary expenditure z;
that will be used to update the dual variables in IP.

We denote by GHF (ux,, A) bidder k’s expected expenditure
per round when all coalition members shade bids according
to p and A (ignoring their budget constraints):

GEP (Mlﬁ )‘) =

Ev,do |:1 { Uk > dI AN Uk

5
1+ X 14+ pg

and we denote by U, ,?P (1, A) her corresponding expected
utility in this case:

U™ (pi, A) = T

Uk I Uk o) o)
E 1{ ——>d;. A > d —d .
v,dO |: {1 n Ak = Uk 1 +ouk } (Uk ):|
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We now make the following assumptions.

Assumption 4.1. 1. There exists a constant v > 0 such
that G = (Gy)K_, is a y-strongly monotone function

over [T, [0, fix)-
2. There exists G’ > 0 such that 90GIF /Opy, < —G’ over
kK_+11 [0, fix] for every bidder k € K.

Assumption 4.1 regularizes the behavior of GI,;IP with two
assumptions on X and py, respectively. The first one di-
rectly follows from Assumption 2.1, which guarantees the
convergence of A. Interestingly, we only require G instead
of GHP to be y-strongly monotone with respect to A, which
differs from that Theorem 3.4 requires the strong monotonic-
ity of GCP. The second one assures the strict monotonicity
of GIF and U™ with respect to s, Intuitively, for a fixed
A, if both GH¥ and UHF strictly decrease in juy, bidder k
tends to decrease py as long as her budget constraint is not
binding, so as to maximize her utility. Therefore, there ex-
ists a unique equilibrium g} such that either 1 = 0 or any
5 lower than p}, would break the constraint, and we will
show that the dynamically updated sequence of uy ; con-
verges to such an equilibrium under HP. We further provide
a sufficient condition for the second assumption to hold in
Lemma E.2.

Theorem 4.2. Suppose that Assumption 4.1 holds. We have
1
lim inf — (IIFF — U,(A*)) > 0,Vk € K, (6)
T—oo 1T
and the equality holds for at most one bidder.

Theorem 4.2 establishes that with HP, all but one bidders in
the coalition can get higher utilities, compared to Uy (A*) in
an asymptotic sense. Unlike CP, this performance guarantee
holds in a general setting where bidders may have different
budget constraints or value distributions. It is worth noticing
that, both HP, CP and IP have the same convergence rates.
Therefore, HP and CP are also comparable to IP, taking the
convergence rates into consideration.

To prove Theorem 4.2, we first show the convergence of both
the multipliers ¢ and the pseudo multipliers A. Observe
that the update of )\ is equivalent to

Ak t+1 = P[o,j\k] ()\k,t — € (Pk: -1 {bé’t > dk,t} dk,t)) )
(N
which coincides with the subgradient descent scheme of an
individual adaptive pacing strategy. Note that the Euclidean
projection operator in Line 14 assures that for all ¢,
Ukt < Vit .
T+ Ak = 14 e

Thus by bidding vy /(1 + px,¢), we can always discern
1 {vm/(l + Agt) > dto}. This provides enough informa-
tion to let the sequence of pseudo multipliers exactly be-
haves as if bidders are independently pacing and converges
to the same A* defined by (2).

Pt < Apt =

At the same time, we show that the sequence of multipliers
[ converges to a unique p*, defined by the complementar-
ity conditions,

i >0 L GHP (g, X)) < pp,Vk € K. ®)

Consequently, we show that the expected utility of bidder
k under HP converges to USF (u7, X*). Finally, the proof
of Theorem 4.2 is concluded by a comparison between
UPP (ur, A*) and Ug(X*).

One may consider whether the inequality can strictly hold
for everyone as in Theorem 3.4. Here we provide a concrete
example in which a bidder gains no utility boost.

Example 4.3. We consider two bidders with no budget
constraints. Bidder 1’s value vy is uniformly distributed
over [0, 2], while bidder 2’ value vy is uniformly distributed
over [0,1] U [4,5]. The highest competing bid of other
bidders d° follows a uniform distribution over [1,5]. One
can verify that this instance satisfies Assumption 4.1.

When bidding independently, the optimal strategy for each
bidder is to bid truthfully with respect to second-price auc-
tions, i.e., A\ = Ao = 0. Then bidder 1 wins an auction only
ifvy € [0,1] and vy > d° > 1, which means her winning
payment is always equal to d°. Therefore, bidder 1 cannot
benefit from forming a coalition with bidder 2.

5. Other Properties of Proposed Algorithms

In this section, we discuss the properties of CP and HP in
the symmetric case. Recall that by showing the performance
of the algorithms converges, we are able to study their utility
properties by analyzing the equilibria they converge to. In
what follows, we will assume the corresponding assump-
tions hold (i.e., Assumptions 2.1, 3.3 and 4.1), and all the
results hold the in an asymptotic sense. We note that since
these equilibria are defined as solutions to non-linear com-
plementarity problems (NCP), and do not have closed forms,
they can have various possibilities and are hard to analyze.
Therefore, we leave the exploitation of their properties in
asymmetric cases as an open question.

5.1. Coalition Welfare Maximization

We first show that CP and HP are the best coordinated algo-
rithms in the sense of coalition welfare maximization and
Pareto optimality. Specifically, we consider the hindsight
maximal coalition welfare, given a realization of (v; do),
the values and highest bids outside the coalition:

T
H(,. 30\ ._ %
' (v;d?) = max E E (v —dy),
x,e{0,1}EXT
? t=1 kek
T

sty apadf < Tpp,Vk € K.

t=1
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We further say a bidding algorithm C is Pareto optimal in the
symmetric case, if there does not exist another coordinated
bidding algorithm, such that in some symmetric instance,
every bidder’s expected utility is no worse than that under
C, and at least one bidder’s expected utility is strictly better.

Theorem 5.1. When every bidder in the coalition has the
same value distribution and budget, CP and HP maximize
the total expected utility of the coalition asymptotically,

— — 7 > .

Therefore, they are Pareto optimal.

A key of the proof is that the sum of expected utilities CP and
HP converge to0, >, cxc UST (€%) and 3 e UEF (uf, A¥),
have the same form as an upper bound of E[7!] in the
symmetric case. The simplicity of CP allows us to use it as
a surrogate to prove the properties of HP.

5.2. Truthfulness on Misreporting Budgets

In this section, we will study how a bidder’s obtained value
and utility at equilibrium change if she misreports her bud-
get, with others truthfully behaving. We assume the values
are publicly known and only consider the possibility that a
bidder may under-report her budget, as over-reporting may
let her total cost exceed her budget.

We directly consider G as a function of p: G(p) =
G(X\*) where A* is defined by (2) with respect to p.
G P (p),UC"(p) and V (p) are defined similarly, where

Vk(p) = Vk(A*) =T-E [1 {Uk > dk}vk]

is bidder k’s expected obtained value under A* in IP. Theo-
rem 5.2 shows that CP is incentive compatible.

Theorem 5.2. Under CP, bidder k’s expected utility U,SP
will not increase, if she under-reports her budget and others
report budgets truthfully.

Contrary to Theorem 5.1, CP and HP have different forms
when bidders deviate. Recall that IP can be regarded as
a special coordinated bidding algorithm, and the pseudo
parameters of HP converge to the same equilibrium as IP.
Therefore, we study IP first.

Theorem 5.3. Under IP, bidder k’s expected obtained value
Vi will not increase if she under-reports her budget and
others report budgets truthfully.

To prove Theorem 5.2 and 5.3, we compare the equilibrium
the algorithm converges to when bidder £ misreports with
that when she truthfully behaves. Note that the equilibria
the algorithms converge to are defined by NCPs, which are

generally difficult to study. We analyze all 8 possible solu-
tions of the corresponding NCPs. By applying the definition
of NCP and strong monotonicity, we show that bidder £’s
average expected obtained value at the equilibrium does not
increase by misreporting.

Theorem 5.3 shows that IP has good incentive compatibility
on obtained values. However, when it comes to utilities,
there are chances that the decrease in cost outweighs that
in value, and a bidder’s utility may overall increase. An
experimental example is shown in the appendix.

Moreover, as the analysis of IP is complicated enough, we
make the incentive problem of HP an open problem. Com-
pared with the intricacy of HP, CP has relative succinct
structure and is easy to analyze.

6. Experiments

It is known that the expected performance of IP converges to
the benchmark equilibrium (Balseiro & Gur, 2019). In this
section, we run IP together with CP and HP to demonstrate
their performance. We first use an example to provide useful
insights. Afterward, we conduct experiments on real-world
and synthetic data, as a supplement to our theoretical results.

6.1. An Asymmetric Example

Consider the example where there are only two bidders in
the coalition. The valuation of bidder 1 is sampled from
the uniform distribution in [0, 1], /[0, 1], with probability
p, and from U[1,1 4 7] otherwise. p,n € (0, 1) are two
small constants. The valuation of bidder 2 is sampled from
U0, 1]. We consider the extreme case where df is always
zero. As a result, the representative bidder in CP or HP has
zero expenditure. For both CP and HP, We set the initial
multipliers and their upper bounds as 0 and zi; = 3.0, respec-
tively. We also set p; = ¥;/i; for each bidder. The strong
monotonicity assumption can be validated experimentally
by computing the minimal marginal monotone parameter
within small grids. When the grid width is 0.003, the value
is 0.035. We use a step size € = 0.179-5,

We demonstrate the empirical simulation of the example in
Figure 1. The experiment is run 1, 000 times, each time with
20, 000 rounds. The average performance is presented. We
can see from the figure that by using CP, bidder 2 receives
lower utility than using IP. This result indicates that CP does
not outperform the benchmark in this instance. Intuitively,
in the extreme case where p — 0, it always holds that
v1,¢ > U2,¢. Since bidder 1’s expenditure per round is always
zero, she can set her parameter as 0. Therefore, bidder 1
always wins the inner election, leaving bidder 2 no chance
to win any item. In comparison, bidder 2 is more likely to
win in IP and HP. The reason is that in IP, bidder 1 has a
positive payment, so she has to lower her bid if her budget
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Figure 1. The utility convergence results of an asymmetric exam-
ple. The y-axes are the average utilities across rounds (II; /7). CP
does not outperform IP concerning bidder 2’s utility.

is small. This enables bidder 2 to win when bidder 1’s bid is
low enough. In HP, the opportunities for competing outside
the coalition are allocated the same way as in IP. Therefore,
both bidders get chances to win, but their expenditures are
lower than those under IP.

6.2. Experiments on Real Data and Synthetic Data

We present experiments on real-world data to evaluate the
performance of our proposed algorithms, and justify its
robustness through experiments on various synthetic data.

Experiments Set-Up. The real-world data we use, the
iPinYou dataset ! (Liao et al., 2014; Zhang et al., 2014),
was provided for a real-time bidding competition organized
by iPinYou. We use the testing data of Season 2, which
contains 2, 521, 630 records from 5 different bidders. Each
piece of data contains the information of the user, the ad
slot, and the bid, from which we mainly use the bidding
(winning) price, paying price, and advertiser ID.

We first linearly scale all the bidding prices into [0, 1]. To
make up K coordinated bidders, we randomly divide the
historical bidding records of each of the 5 raw bidders into
K /5 parts. Subsequently, we obtain K bidding records. We
sample the valuation of each coalition member by drawing
with replacement from her corresponding bidding record.
Besides, we sample the highest bid outside the coalition,
d?, from N(0.5,0.2). As for the budget, we first select
p, the mean of the target expenditure ratio, to be 0.01la
with @ € {1,...,100}. Then we sample each coalition
member’s target expenditure ratio i.i.d. from A/(p,0.1). We
set the initial multipliers and their upper bounds as 1.0 and
20.0, respectively. We take step size ¢ = 0.1779 and
T = 20,000. At last, we let K € {5,15}, and run 20
experiments for each setting with different random seeds.

We also manually design different distributions to verify
the superiority of our algorithms. Due to page limits, we
show only one typical example. We set K = 5 and compare

"https://contest.ipinyou.com

the coalition welfare and bidders’ utility improvements in
both symmetric and asymmetric cases, respectively. More
results can be found in Appendix F. For the symmetric
case, we sample each bidder’s value i.i.d. from N(0.5,0.2)
and let their common target expenditure ratio be 0.01« for
a € {1,---,100}. For the asymmetric case, we sample
each bidder’s value from five different distributions, and
each member’s target expenditure ratio is selected the same
as in real data experiments. For both cases, the highest bid
outside the coalition is also sampled i.i.d. from A/(0.5,0.2).
We note that the experiments of different distributions of
the highest bid outside the coalition were conducted. The
results are shown in Appendix F.

Experimental Results. Figure 2a and 2b show algorithms’
performance in real data. We can see that Both CP and HP
significantly improve coalition welfare compared with IP.
The improvement increases with each member’s budget.
Such a result attributes to the reduction of inner competition
in CP and HP. When bidder’s budgets are large, the inner
competition becomes fiercer under independent bidding.
That is also why in IP, the coalition welfare tends to be 0 as
people’s budgets increase. Moreover, CP is slightly higher
than HP in coalition welfare, whereas the method brings
greater utility variance, and cannot guarantee that everyone
gets better than IP. This coincides with our analysis in Sec-
tion 3 that CP makes the entire coalition more competitive.
A further observation is that the utility improvements of HP
and CP decrease with the increase of K, the coalition size.
The reason is that the number of rounds is fixed, and so
does the number of items to be auctioned. Therefore, each
person’s share decreases as more people join the coalition.

The simulation results are shown in Figure 2¢ and 2d. In the
symmetric case, we see that CP and HP are identical in both
coalition welfare and utility improvement. This is consistent
with the concrete forms of the algorithms. The asymmetric
case reflects similar characteristics with real data. That is,
HP and CP both improve total welfare significantly. In HP,
all the participants receive higher utilities than in IP. In CP,
the utilities of the vast majority can be improved. All the
experimental results demonstrate the benefits of reducing
the inner competition among members in the coalition.

Recall that the theoretic results predict that the averages
of multipliers will converge. In the experiments, the vari-
ances of the last 100 rounds of the averages of multipliers
are around 104, indicating the convergence of multipli-
ers. Further details show that they converge to the point
predicted by our theorems, which are shown in Appendix F.
Therefore, while we did not verify the assumptions made in
previous sections, the experimental results further confirm
the robustness of our algorithms.
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(d) Utility improvements in simulation experiments.

Figure 2. Performance of coordinated pacing (CP) and hybrid coordinated pacing (HP) against individual pacing (IP) in real-data and
simulated data: Figure 2a and 2c show the changes of coalition welfare (3, ., ITx/T) with target expenditure ratio varies. Figure 2a
shows the result on iPinYou real data and Figure 2c on the simulated data. Each point is an average of 20 repeated experiments. Figure 2b
and 2d the utility increase of coalition members increase after transferring to CP/HP from IP, captured by (HSP/ HP /T — P /T) when
the target expenditure rate ranges from 0.1 to 0.3. Figure 2b shows the results on real data, while Figure 2d on simulated data.

7. Conclusion

In this paper, we study designing online coordinated bid-
ding algorithms in repeated second-price auctions with bud-
gets. We propose algorithms that guarantee every coalition
member a better utility than the best they can get under
independent bidding. We analyze the game-theoretic prop-
erties of the algorithms like coalition welfare maximization
and bidders’ incentives to misreport their budget constraints.
Experiment results on both synthetic data and real-world
data show the effectiveness and robustness of our proposed
algorithms.

There are quite a few open problems we can ask about. The
first is whether we can relax the assumptions made in this
paper, e.g., the strong monotonicity of bidders’ expected
expenditure functions. Second, in this paper, we assume
that the highest bid outside the coalition is drawn from a
stationary distribution. Another future work is to assume
that agents outside the coalition also use IP to bid and study
whether CP and HP can still improve every coalition mem-
ber’s utilities, compared to their independent pacing. As
more bidders are taken into consideration, we can also ask
about the fairness of the algorithms, before which an appro-
priate concept of fairness needs to be defined. One can also
consider more complicated game-theoretic scenarios, e.g.,
taking the incentives of the bidding agency into account.
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A. Individual Adaptive Pacing

For the completeness of our work, we present adaptive pacing (Balseiro & Gur, 2019), an optimal individual bidding
algorithm, in Algorithm 3. We omit the subscript & to simplify the notation.

Algorithm 3 Individual Adaptive Pacing (IP)

1: Input: e = 1//T, X > v/p.

. Select an initial multiplier \; € [0, \], and set the remaining budget of agent k to By = B = pT.
3: fort =1toT do

4 Observe the realization of v;.

5 o B

6:  Update the multiplier by Ary1 = Py 5 (At — €(p — 21)).
; ~ ~
8

NS

Post a bid b; = min {

Update the remaining budget by B;;1 = By — 2.
: end for

B. Missing Proofs in Section 3
B.1. Proof of Lemma 3.2

Lemma 3.2. For any feasible coordinated strategy C, there exists a feasible bid rotation strategy C¥ such that every
member’s expected utility under algorithm CF is at least as good as that under algorithm C.

Proof. Let the bidding profile produced by strategy C be (b1, bs, - - - , by). Now randomly choose k € arg max b;. Define
new strategy C¥ such that b;t = by, and bg,,t = 0 for all k¥’ # k. This rule guarantees V¢ € [T], bY has at most one
non-zero component, which means it is a bid rotation strategy.

For each round ¢, denote I; = arg max by. if |I;| = 1, the bidder with the highest bid produced by CF remains the same
with that of C. The second-highest bid under C¥" is no more than that under C. Therefore a coalition member will win the
same item and gain the same value as in C, but pay no more than in C, leading to more utility. If |I;| > 1, each bidder will
pay at least the price as she does in C. This means CY is feasible. Since the case |I;| > 1 has measure zero, every member’s
expected utility under CF is at least as good as that under C. O

B.2. Details on the Choice of Step Sizes

In the algorithms presented in the main paper, we use € = 1/ VT as our step size. Generally, the results in Section 3 hold
when e satisfies the following conditions:

1. ve < 1and 2ve < 1;

2. limy_,s € = 0 and lim7_, o T'e = 0.

One can check it when reading the following proofs.

B.3. Proof of Theorem 3.4

Theorem 3.4. Suppose that Assumption 3.3 holds. When every bidder has the same value distribution and budget, we have

1
lim inf T(ng —Ur(A*)) >0, Vk e K. 4)

T—o0

To show that the performance of Algorithm 1 outperforms the benchmark in symmetric cases, we first prove that it converges
to some equilibrium defined below. With the convergence results, we reduce the problem of comparing the asymptotic
performance of our algorithms with players’ benchmark utility, to that comparing the two equilibrium utilities.
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Specifically, fix the pacing variables to be &1, - - - , £k . Let di := max {di, do}, where dé = MaX;ck:itk 11—5 We can
compute bidder k’s expected expenditure per auction under Algorithm 1 to be

GiP (&) =By g0 [1{vi > (1 + &)dy} d°],
and her corresponding expected utility function is

USP(€) == T (Bygo [1{ox > (1 +&)di} (v — d°)]). )

Since G{¥ and UST are both decreasing in &, consider the equilibrium £* defined by the following complementarity
conditions:

&G >0LGP(E) <pr,VEeK, (10)
Since G is strongly monotone, £* exists and is unique.

First, with the help of the pacing strategy, we have the performance of Algorithm 1 converges to U, ,?P (&%), in arbitrary
problem instances.

Lemma B.1. Suppose that G is strongly monotone. We have

lim inf %(ng —USP(€9) >0, VE € K. (11)

T—o0

Therefore, the problem reduces to the comparison of equilibrium utilities, Uy (A*) and UST (€*). In the symmetric cases,
we first show that everyone’s pacing parameter is lower compared to A*. We can utilize this property, to show that the sets
related to the indicator function in U,SP are supersets of that in Uy. By further showing that the utilities on those sets are no
less in the former than the latter, we finished the comparison of two equilibria.

Specifically, to prove (4), by Lemma B.1, it suffices to show that
UCT(€7) > Un(X). (12)
By symmetry, for all k € K, we have
=A%, and &, = &7,
Gr(A") = Gi(X") and GF(€7) = GT(€7),
Ur(X*) = Uy (X*) and UST (€%) = ULT(€7).
Without loss of generality, we assume 7' = 1, then

U =E[1{(Vie K:i#k) (o >v) A (vp > 14+ A)dO)} (v — dy)]
UST(€) = B[L{(vi €Ki k) (v 2 00) A (v = (1+€)d°)} (o = d9)]

We first show the following lemmas. Notice that in the symmetric setting, we can without loss of generality consider the
case &, = & and write GSP (&) as the function of &;. The same holds for other functions as well.

Lemma B.2. Suppose G°F (§) is strongly monotone. When every bidder has the same value distribution and budget,
GSP (&) is strictly decreasing on [0,§]. Moreover, the bidders’ expected value function V,EP (&) under Algorithm 1 is
strictly decreasing on [0, £]:

VEP(&) =E[1{(Vi e K:i#k)(vi >v:) A (v > (1+&)d°) } o] .

Lemma B.3. & < &, fork € K.

Lemma B.4. Forany &, € [0,€), we have
Gi(&1) > G (&)

13
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Therefore when A* > 0, we must have £* < A*, and G$F(¢)) < Gi(\}) = p1. Similarly, we can define bidder k’s
expected value function with respect to the benchmark, and it coincides with chp. Moreover, since Ggp and chp are
strictly decreasing, we have

Uk(A}) = ViEP(A]) = Gr(A))
< VP& — GFR (&) = USR(ED).

When A* = 0, we have G{F (0) < G1(0) < p, which means £* = 0. Therefore
Uk(A1) = Ux(0) = V7 (0) = Gi(0) < Vi (0) = GEP(0) = U(£7).

This completes the proof.

B.4. Missing Proofs of Lemmas in Theorem 3.4

In the following proofs of the lemmas, Denote the support of F' := (F},..., Fx, H) to be Supp(F'). That is, for any
(v,d°) € Supp(F) C RE+L, f,(v;) > 0, for any i € K and h(d®) > 0. When we talk about sets of (v, d°), we consider
the subsets of Supp(F') without claiming explicitly. For any subsets of {v;}1£, U {d®}, we denote their supports similarly.
For example, Supp(F;, F) = {(v,d°) € REFL: fi(v;) > 0 A f;(v;) > 0}.

Due to the convergence of the pacing strategies, the proof of Lemma B.1 is analogous to that in Balseiro & Gur (2019),
which we shall omit here.

Lemma B.2. Suppose G°F (§) is strongly monotone. When every bidder has the same value distribution and budget,
Ggp(ﬁl) is strictly decreasing on [0,&]. Moreover, the bidders’ expected value function Vk.CP (&1) under Algorithm 1 is
strictly decreasing on [0, &]:

VEP(&) =E[1{(Vi e K:i#k)(vi >v) A (vp > (1+&)d°) } o] .

Proof. We first show that G$F is strictly decreasing. For any &; < ¢/,
(&1 — &) (GF7 (&) - GEP (&)
=G —EDE[{(VieK:i#£k) (v >vi) A ((L+€)d° > v, > (1+&)d°)}d]
=1/K(&1—£1) (G (&41) - GOP(¢1)) <0.

Moreover, we have
Claim B.5. For &y, &) € [0,€] such that & < &,

{(VieK:i#k) (v, >v)A((1+E)d° > v > (1+&)d°)}
has non-zero measure.

Then
VEP(&) = ViEP () =E[1{(Vie K i #k) (vp = v;) A (L +&)d° > v, > (14 £1)d°) } vy > 0.

This completes the proof. O

Lemma B.3. & < &, fork € K.

Proof. & < & because

CP (g ¢ V=E|1{—F_ > Ol <gp|1d—% > ol < Y
Gy (&, € %) >dypd”| < 1+1_}k/pk_dk d _1+17k/pk<pk’

—_
+
E

where (a) follows from Ek > U/ pr-
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Lemma B.4. Forany &, € [0,€), we have
Gi(&) > GL7 (&)

Proof. Since

(&) = Gr(&r) — GEP (&) = / Flz) /0 T H(y) dydL > 0,

T

where F(z) = 1 — F(z) and L is the cumulative probability function of df. := max;eic.iz, v;.

Since by Claim B.5 and the identical independence of bidders’ distributions, we have, for any &; € [0, f_ ),
{di > (1+£)d°} and {v, >df}

have non-zero measure, and therefore E [1 {v, > df} 1 {df, > (1+&;)d°} di./(1+&)] > 0.

Note that for any &3 € [0, £),

dg / z I o 1 1 I o 41
— =— | ———=F(@)H(——)dedL=——"—"FE|1{vy > d; ;1 {di, > (1 +&)d” { d}. /(1 + < 0.
dé’l T(1+€1)2 ( ) (1+£1) 1+£1 [ {k— k:} { k)—( gl) } k:/( é‘l)]
We have G (&1) > GUF (€1). This completes the proof.
O
B.5. Other properties of CP in General Cases
In symmetric cases, £* < A*. Here, we show this holds in general cases under mild conditions.
Lemma B.6. If it holds that for any k € IC,
Vi o) Vk O
>d - >d .
(g =) e (=)
then,
Af > g (13)

For example, the “if”” condition holds when there exists ¢ > 0, such that H(d®) # 0, for d° € (0, c). As H is the cdf of d°
and is an increasing function, this is equivalent to saying H(d®) > 0 for all d° > 0.

Proof. Writing down the specific formulation of G, and GSP respectively, we have

B VU V; O Vi o
_ >
Gr(\) IEI_I{1 " —max{%?;i(l—&—)\i’d }}max{rg?li(1+)\i’d H

+
Vi V; Vg o) Ui O
_&|TT1 > 1 >d Vg
: {1+Ak—1+ki} {1+)\k_ }max{%flﬂi’ }

Now suppose for the sake of contradiction, { > A} fori € {1,...,s}, for some s < K, and & < A} for ¢ > s. Consider
k = 1, and we have G§{T (£*) = p1. Since & < \! fori > s, we have,
U1 Vs U1 Vs .
> Cl——>—2_ L Vi>s; 14
{1+£1‘_1+£j}_{1+>\’{_1+)\j} 14

15
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U1 10} U1 o
>d C >dv 5. 15
{1+f1_ }+{1+X1k_ } (1

To make G$F(€7) = p1 > G1(A}), there must exist o(1) € {2,. .., s}, such that

V1 . Z Ug(i) 2 V1 . Z 7}0(1*) 7
L+& — 1+&5q L+AT 7 T4+

Since £ > A7, we have,

since otherwise,

V1 (3 O (%1 Vi O
> d C > ——d .
{1+51max{r?ff‘1+£:’ }}+{1+A’fma"{r5?f<1w }}

Since max {maxwﬂ Eod do} > d°, we have G1(A*) > G$F(¢*), contradicting that G$F (€5) > G1(AY).

This means that
14&5 14+ A7

* < * :
1+ fa(1) 1+ )\0(1)

Similarly, for (1), we have 02(1) € {1,..., s}, and moreover

1 + 50.2—1(1) 1 + )\O.K—l(l)
1+ 50@(1) 1+ )\02(1)

, ford =0,1,... and o*(1) € {1,...,s}

Since s < 00, there must exist £, such that 1 = ato (1). Let us multiply the above inequalities from 0 to ¢y, we have
20 ZO

1+ 50471(1) 1+ )‘04*1(1)
R [} QA COR | (BuARIC) A
IR

leading to a contradiction.

C. Omitted Proofs in Section 4
C.1. Details on the Choice of Step Sizes

In the algorithms presented in the main paper, we use € = 1/ VT as our step size. Generally, the results in Section 4 hold
when e satisfies the following conditions:

e e < 1,2ve < land G'e < 1;

e limy_o0 € = 0 and limp_, oo T€%/2 = 0.

One can check it when reading the following proofs.

C.2. Proof of Theorem 4.2
Theorem 4.2. Suppose that Assumption 4.1 holds. We have

1
lim inf f(H}jP — Ur(X") > 0,Vk € K, (6)

T—o0

and the equality holds for at most one bidder.

16
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First, we show Line 11 in Algorithm 2 is equivalent to (7).
Zhe = 1{b s > 21 f max (2p,0, T edy, )
=1 {b,?t > xhtdto} max (Ik,td?, $k,td£7t)

I
=1{b, > xk,td?} Tt ¢
When zj, ; = 1, as bidder k wins both the internal election and the real auction, we have bkot > d? and bi ;> di ;- Hence,
I I
Zhe = 1{bt, >d iy = 1{b, > dyi } diy.
When z, ¢+ = 0, either b,gt < d? or bi’t < di’t holds. If bi’t > di’t, we have bé)t < bﬁt < dto < dp+, so in either case

%y =0=1{b, > dp} dis.

As the update of A\; coincides with the subgradient descent scheme of an individual adaptive pacing strategy, we can apply
the results in Balseiro & Gur (2019) to characterize the convergence of the sequence of pseudo multipliers. In what follows

1/p
we use the standard norm notation ||y||, = (Zszl |y \p) for a vector y € RE.

Lemma C.1 (Balseiro & Gur (2019)). Suppose that Assumption 2.1 holds. There exists a unique X* that satisfies (2) and

T

.1 X

Jim = STE[A - X =0,
t=1

The following Lemma C.2 establishes a similar convergence result for multipliers .

Lemma C.2. For each k, there exists a unique p;, < N, that satisfies (8) and for each k € K,

T
1 \
Jim tgl E{lpes — prl] = 0.

Lemma C.1 and Lemma C.2 ensure the existence and uniqueness of (u*, A*), so that we can bound the expected payoffs
with a well-defined UJ'¥ (1}, A7).

Lemma C.3.
1
lim inf f(n}jp — UM (i, A%)) > 0. (16)

T— o0
Br=prT

Lemma C.3 establishes that the expected performance of Algorithm 2 can be asymptotically lower bounded by US™® ( Wiy AL
The proof of Lemma C.3 consists of two parts. We first use the fact that budgets are not depleted too early as shown in the
proof of Lemma C.2. Then we use that the expected utility functions are Lipschitz continuous as argued in Corollary E.3.

With Lemma C.3 in hand, it only remains to show that U (uf, A*) > Ug(A*). Since A} > pf > 0 by Lemma C.2, we
first have

URP (5 X*) =T - Ey go {1 {Uk > dl A Yk > do} (v — do)}

1+~ 1+ py

Uk I Uk O o)
>T-E 1{——>di A >d —d
=z u,dO[ {1+)‘Z_ k 1_~_)\]*€_ }(Uk )]
= U (AL A").

Then we decompose ULF (A, X*) into two parts, V;IF (Ar, A*) and GEF (A7, X*), where VI (1, A) is defined by

Vit (s A) = By g0 {1 { o 2 i’“uk > do} vk} : (17)

17
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and GH¥ (g, A) defined by (5). We also decompose the benchmark Uy (A*) into Vi (A*) and G (A*), where Vi () is
defined by

()
Vi(A) = Ey g0 [1 { : +’“/\k > dk} vk} , (18)

and G, () is defined by (1). Observe that V;F (A1, A*) = Vi (A%).
Therefore, we have
Ui (s A7) = URP AL, A7) = T- ViP5, A7) = TGP (A AY)
=T -Vi(A) =T -Gy (A, AY)

@
> T Vi(A") =T - Gr(A") = Us(X"),

where (a) follows from Lemma E.4, which also indicates that the equality strictly holds with at most one bidder.

We defer the proofs of key lemmas to the next subsection. It is worth mentioning that the proof techniques differ from
those of the similar results in previous work in the following ways: (1) First, the expected utility and expenditure functions
are more complicated as they involve two multiplier vectors. (2) Second, Algorithm 2 imposes Euclidean projection with
different intervals on i, in different rounds, i.e., [0, \***1] on py, 141, so it is subtle to deal with the positive projection
errors.

C.3. Proof of Lemmas in Theorem 4.2

Lemma C.2. For each k, there exists a unique (;, < X that satisfies (8) and for each k € K,

lim —
T—oo T

HM%

Ef|pr,e — pgl] =

Proof. Step 1: Existence and uniqueness of p*. By Lemma C.1, A* defined by (2) exists and is unique. By Lemma E.4,
we have

GiI" (A AT) < Gr(\Y). (19)
As G (15, ) is continuous and strictly decreases in puy, by Assumption 4.1 and G, (A*) < py, by the definition of A*, we
can find a unique x € [0, A;] that satisfies pf > 0 L GHF (uf, A*) < pg.

Step 2: bounding the ending time. Let 7, = sup{t < T : By, > ¥} be the last period in which bidder k’s remaining
budget is larger than her maximum value, and let 7 = miny, 7. We denote by P, ; the projection error introduced by Line 14
of Algorithm 2:

Pry = pire = €(pe — 2it) = Plong eia] (e — €(pe — 2it))
and then py 441 = fikt — €(Pk — 2k,t) — Pr,¢. Summing up from ¢ = 1 to 73, we have
Tk

Hk,+1 — Hk,1 < Pkmt1 I +
D (et = pp) = PRI BB 4 Zpk R

t=1 t=1

When 7, < T, bidder k hits her budget constraint in round 73 + 1, so we should have Z:;l 2kt > prl — . Together
with pg ¢ < Age < i, we obtain

v [i 1
T-m< 2y B2y — N ph (20)
Note that inequality (20) also trivially holds when 73, = 7" since all the terms on the right hand side are positive.
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Now we bound P,:' , on the right hand side of (20). We first show that there is no positive projection error introduced by
Line 11 of Algorithm 2 whenever ety < 1.

(a) (b) €
Akt — € (p - Zl/ct) <Agt +e€ (bé,t — pk) < Ape+ T ;k — €pp
,t
Qg+ T Qi
e :
SHET T ¥ i Pr S Mk

where (a) follows from z;m =1 {bi,t > dk,t} dj,.+; (b) holds by bét < k/(14+ Ape) < Ui/(1+ Agt); () holds since
Akt + €0 /(1 + Ag¢) increases in A, ¢ whenever ety < 1; and (d) holds since fi, > Ur/pr. As aresult, g 411 >
Aot — €(pr — z;”) and we have

Plj,t = (e — €(pr — 2h) — Meg1)

< (e = Mot + ¢ (21— 20))

Since pig.¢ < Ak, Pg’t > 0 is only possible when dto = 2t > z}v’t = 0. In this case, bidder k is the final winner with
bko’t > d9 but she could not have won if using bi}t < d as her final bid. We have

Pl < (g — Mg +ed?) T < ed? < b, = T < e, 1)

which also implies that a positive error requires A\, ; — fig,: < ed?. Then we can bound the probability as follows,

P[Py, >0l <P[d° e (b, b9 <]p{d06< Ukt 7 Uk t H’
[k,t ] < [t (k,t k,t” = n 1+Mk,t+€dto T s

EdtO'Uk t
< 9
T (1 p) (L A+ e + €df?)

7 < o2l (22)

where we denote by h by the upper bound on the density funciton of dto .

Combining (21) and (22), we have
Ego [P,jt | Hk’t] < 2530, (23)

Taking expectations over (20) we have

and thus

LR Ttk 24)

where v = maxy, v, p = ming py and ji = maxy fi.
Step 3: bounding the mean absolute errors. We consider the update formula of 1, + to prove that the sequence converges
to p;.
2 @ n A\ 2
(b1 — k)" < (uk,t —e(pr —znte) — Py — uk)
= (et = 17)" = 26 (pr = 2,0) (o — 13) + € (1 = 21,0)°
+ (B)? = 2P0 (i — € (pr = 2i0) — piy)

b)
< (pia — 1i)® = 26(pr — 2) (e — pi) + €07 + (P)? + 2P i, (25)

—

where (a) follows from a standard contraction property of the Euclidean projection operator and (b) is due to (pr, —2x,¢)? < U7
and fi ¢ — €(pk — Zkt) > Ag41 > 0 when Pl:ft > 0.
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Define 0+ = E [(Ilk,t —p)?1{t < 7’}] Taking expectations on (25) we obtain

(a)
St = O = 26E [(pr — G (s M) (ks — )] + €07 + E [(PE)?] + 2 | P

(b) _ _
< Ot + 26B [(GRT (ttrts Ae) — pi) (pire — pi)] + € (0 + evh + 2[ix0ph) (26)

R

where (a) holds since 1 {¢ < 7} monotonically decreases with ¢ and the expectation of 2 ¢ is Gk (i ¢, A¢) conditioned on
1k, and A¢; (b) holds by inequalities (21) and (22). For the second term in (26), we have

(G (s> Ab) = pi) (pte — 1) = (G (s M) — GR¥ (e, X)) + G¥ (e, ) — i) (bt — 117)

2 (G (1 M) — GIP (1 A7) st — 1)
S G (e — 1) + R s — i~ X
(g ~G' (e — 1) + % (ke — 13)* + 7722Gf,2|>\t - A*l3
, :
=Ly + B33 @

where (a) holds by pr — GHF (3, A*) > 0, g, > 0 and i (pr. — GEF (1, A*)) = 0; (b) follows from Lemma E.2 and f
denotes the upper bound on f; (c) holds by AM-GM inequality. Together with (26) one has

v, f? 2
Ok,t41 < (1*6Q)5kt+ el N + € R,
where 7, = E [||A; — A*[|31 {¢ < 7}]. The recursion gives
o [ 2
5“_(1—66’ ,uﬁ—kz 1—c¢ tl <€éf ns+e2R>.
By the result of Balseiro & Gur (2019), we have
_ Kv?
me < Kif (1—2y0)" "+ ke,
g
Thus we have
i1 eKp2ut 2 t—1-s 1
S < (1—€G)" mp+ % > (1-eG) (1 —2ve)™”
- s=1
Kup f? 2 — t—1
] —1—=s
- (276*’ —I—R)e ;(1—@)
t—1 t—2
S (1 - ERl)til ﬂi + €R2 Z (1 - 6R1)t72 + R362 (1 - ERl)S
s=1 s=0
_ R
<(1—eR) T a2+ eRo(t —1) (1 —eRy) 7 + 61?3’
1
. ’ Kﬁ21—)4f2 K—6f2
where we denote min{G’, 2y} by Ry, ——&*— by Ry and ( Crvel ) by R3
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Consider the sum of square roots of dy, ;,

T T

Zal/%z 1—eRy)1/2 +Zel/2,/R3+Z 12 /Ro(t — 1) (1 — eRy)=2/2
(2)%+T1/2 / —|—61/2\/th (t—1)/2
_ERl

(C) 2Mk 1 R; 4V Ry
T2 | 22 28
+ Ry + ES/QR%7 (28)

where (a) holds since Vety < z+ ffor x,y > 0, (b) follows from Zthl (1- eRl)(tfl)/2 <Y1 — el‘%l)t/2 =

and (c) follows from Z Y1 - 6}31)(1‘/*1)/2 < 1

1 4
17\/1 eR — ER ’ = (17 ,71761{1)2 > GZR?'

Combining (24) and (28), we obtain

T
> Bk — pil] =
t=1

[M]=

E ke — pip1{t < 7} 4 |pne — pip|1{t > 7}]
t

Il
-

—~
)
=

T
<> 6+ aE[T - 7]
t=1
2 4/R 02 Tevdfih
< 2B pae [Hs | AVIL | R 0 Tevh
eRl Ri  €/?R}  p e p
where (a) holds by E[ly]] < +/E[y?]. Dividing by T, the result then follows because each term goes to zero when
e~T Y O
Lemma C.3.
liminf (HHP U (ur, A%)) > 0. (16)
T—oo T
By=prT

Proof. In the proof we consider an alternate framework in which bidders ignore their budgets, i.e., each bidder &k can post
bét = J’;\;t , bgt = li’LLt and make payments even after depleting her budget. Let 7 = sup{t < T : Vk, By > Ui} be
the last period in which the remaining budget of every bidder is larger than her maximum value. The performance of both
the original and the alternate frameworks coincide until time 7;,. Let uy ¢ be bidder k’s payoff at round ¢ in the alternate

framework. We have

T

(b)

HHP>ZEukt ZZ [ur,e] — GE [T — 7], (29)
t=1 t=1

where (a) holds by discarding all auctions after 7 and (b) holds since uy ; < Uj.

We next give a lower bound on the expected utility per auction.

a 1
Bl B | LU e )|

(b) 1 * * —2 7 * — A *

> U (i A7) = KO PR (A = N [h] = o (h + F) B (| — peil]
where (a) holds by using the independence of v; and d from the multipliers and taking conditional expectations; and (b)
holds by the Lipschitz continuity of U}!¥ /T from Corollary E.3. Summing over ¢ = 1, ..., T, we obtain

T T T
ST Efurd] > U (i, X) = K02F Y B[ Ae = X[ly] = 02 (h+ ) S E [l — pil], (30)
t=1 HC’I_/tzl Tt:l

21



Coordinated Dynamic Bidding in Repeated Second-Price Auctions with Budgets

By the result from Balseiro & Gur (2019) and Equation (28) in Lemma C.2, there exist positive constants C'3 through C';
such that

T

SE[IA = AT < G e 31)
t=1 €
T
C C
Y Ellune = pil] < ==+ Coe*T + 7. (32)
€ €

t=1

Note that the sequences of multipliers in (31) and (32) are those in the alternate framework, so we do not involve 1 {t < 7}
as we did in Lemma C.2.

Putting (29), (30), (31), (32) and (24) together, we obtain

C1C5 + C2C5 CyCy 72 v Tev*h
P > UAP (A — 22222250 (040 4 CoCg)e/?T — =222 - — 2 ,
w2 U (0, A7) ; (C1Cs + C2C6)e 2 "5 e P
which concludes the proof. In particular, a selection of step size of order e ~ T~/2 guarantees a long-run average
convergence rate of order 7~ /4, O

D. Omitted Proofs in Section 5
D.1. Proof of Theorem 5.1

Theorem 5.1. When every bidder in the coalition has the same value distribution and budget, CP and HP maximize the
total expected utility of the coalition asymptotically,

. CP/HP H
— E — E[zH]) > 0.
lim inf (kGKH E[x7]) >0

Therefore, they are Pareto optimal.
Proof. As it has been shown in Lemma B.1 that the performance of CP with respect to each bidder &, TICT, converges to
USF (€7). It suffices for us to show Y-, o« UCT (€7) is an upper bound of E[r™].

Rewrite the form of 7! for a realization of values and the highest bids outside the coalition (v, d°):

T

H O\ ._ _ 49
™ (v,d?) = we{rg}ﬁ)&ﬂ tg_l kge)c Tht (Ve — dy ),
= (33)

T
s.t. Zxk,td? <Tp,Vk € K.

t=1

Introduce Lagrangian multipliers for each budget constraint. The Lagrangian of optimization problem (33) is

T T

L(v,d% p) = Zw:(vt —d%) +pu' Z (—dtocct +Tp)
t=1 t=1

where e is all-one vector.

The dual problem is therefore given by

. . . . o s T .
bréf()sipL(u,m) = Inf {glea% (ke — L+ p)dy) " +p u} -;ré%¢(u)7
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which serves an upper bound of 7. Take expectations on both sides,

pn>0 pn>0 pn>0 ke

B[] < |inf o) < it B10Go] = inf {8 (o — (1 m)a?) |+ 07 = inf 000
Denote the expected expenditure per auction of each bidder k to be
G (p) =E [1{k € argmax;ycic (vpr s — (1 + pur)dO) } 1 {opse > (14 px)df } d?] .
Then by the Karush-Kuhn-Tucker condition, the optimal dual solution g**satisfies the complementarity condition, which is
Ga(p™) < pe Lpi" > 0,vk € K
and the corresponding expected utility of bidder & is
U (p**) =E [1{k € argmax ¢ (ver,e — (L+ pi7)d0) } 1 {ow e > (1 + pi)dP } (v 2 — dP)]

When every bidder has the same distribution and budget, we have p;* = p7* forany k € KC, and &; = &}, where £* are the
equilibria parameters defined by (10). Recall the forms of G$T and UST in this case,

GSP (¢ [H 1{vpe > v o} 1 {vpe > 1+§,€d0}d01

ke (34)
Uk lH l{vkt>vk/ }l{vkt 1+§kd0}(ﬂkt—do)]-

kel

We show GE (p) and U, ,§ () have the same form as (34), when bidders are homogeneous. Then by the uniqueness of £*, we
have £€* = p**. Moreover, we can conclude that CP maximizes the sum of bidders’ utilities in expectation.

To show the two expected expenditures per auction and the total expected utilities have the same form, it suffices to
show that the sets where the statements of the indicator functions hold are equal. Specifically, notice that the set
{k € argmaxy, i (virr — (14 pir))} can be rewritten as Ny e { vk — (14 pi)df > vpr e — (1 + e )ds . Moreover,
when py = 1,

Ok — (L4 pu)df > vprg — (1 + e )df € veg > v

This completes the proof for CP. To show the results of HP, just notice that at equilibrium, the expected expenditures per
auction and the total expected utilities of HP has the same form as those of CP. O

D.2. Proof of Theorem 5.2

Theorem 5.2. Under CP, bidder k’s expected utility U kcp will not increase, if she under-reports her budget and others
report budgets truthfully.

Proof. Let the expenditure rate of a member be p. By symmetry, all members’ equilibrium parameters are the same:
£ = ¢*e for some ¢* € [0, £]. When bidder k misreports a rate p’ < p, denote her corresponding equilibrium parameter to
be &} and that of other member ¢ to be £7. By a slight abuse of notation, we let G?P be the function of (&1, &), the first
parameter for other bidders, and the second for bidder k. Without loss of generality, let k£ # 1, and we only consider the
truthful bidder 1 as other truthful bidders behave the same. We write down the form of G$F and UST:

6£ren. ) =B |1 {on 2 maxo f1 (o> (14 €)%} 0| = 657 () <5 65)

GYT (.6 =E - ¢¢11{U1>vz}1{v1 1+£1 } {vr > (1+&) do}do]<p, (36)
L ik

GCP (€6 =B |1 {vk > 11? maxvz} 10> (1 +sz>d0}d0] <i<p 37)
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and,
USP(e*,6) =E _1 {uk > rznflzwi} 1{ve > (1+€%)d°} (v — do)] = UCP(¢*,¢), (38)

CPgr &) =E :Hiii}cg{vl > v} 1 {vl > 1 } {1 > 1 +&)d%} (v — do)] ; (39)

CP(er &) =E :1 {vk > Hgl maxvl} {oe > 1 +&)d°} (vi, — do)} (40)

We consider all the possible cases the solutions of NCPs may be. We show that for the only reasonable cases that do not lead
to contradiction with the definition of NCP and strong monotonicity, we have

{vk > L+& maxvl} - {vk > maxvi}
T 14¢ - T ik ’ (41)
{oe > 1+ &)d°%} C {v, > (1+£7)d°},

therefore U™P (€7, &5) < USP(€%,€%).

When £* = £ = £ = 0, all the members have sufficient budgets, after misreporting, bidder k’s budget is still big enough.
In this case, her obtained utility will not decrease.

When £* # 0, then G$F (€%, £%) = p. First we have & # &

o for & =& > &, wehave p = G$P (€5, &) < GEP (€7, €%) = p, leading to a contradiction;

o for & =& < &, wehave p’ > GSP(&5,65) = GEP (&7, €5) > GET (€7, €%) = p, leading to a contradiction.

Then we argue that £ # 0, as otherwise it must be the case that £ # 0 and
GEh(e,€) = GTP (.6 = p,
GLl(E,&) <o <p.
By the strong monotonicity of G°F, we have
(& — €)(GET(€".€) — GE(€1.6)) > 0,
and
& > &
leading to a contradiction.
When £ = 0, it must be the case that
§e>& =0, and " > &7
and,
GTP(€1,€0) < GRP(€7,€7) = p,
GLUEL &) =0 <p.
By the strong monotonicity of GCF,
(& = €)(GET(€,€) = GEF (&, €0)) > (K = 1)(€ = €)(GTT(€7,€) = Ga(€], &) = 0

which means &;; > £*. In this case,

1 *
{vk > + & maxvi} - {vk > maxvi},
L+ &7 i#k ik
{Uk> 1+§ do} {’Uk 1+f do}
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(41) holds.

Finally we discuss the case when £*, {7, &7 > 0, and
GYP(&1,6) = GER(€".€") = p, (42)
GLP (&€ =0 <p. 43)

First by the strong monotonicity of G¢F, we have & > &*. Then consider the following possible cases:

& 2G> (L+€)/(1+67) > 1, and

{vlz 1+§Z }g{vlzvk},

{v1>(1+&)d°} C {v1 > (1+)d°},

(44)

which means that G§F (&5, &) < GEP (€%, €*). We state the following lemma:

Lemma D.1. When G is strongly monotone, then for any £ > £* and (1 + £5)/(1 + &) > 1, we have
GYV (&, &) < GTP(€7,¢7).
By Lemma D.1, G§P (&7, &) < GET (€7, €%), leading to a contradiction.

s &> (1+E)/(1+€) > 1, and

1 *
{’Uk 2 1 igf maX’Ul} g {Uk; Z m#a]z{vi}) (45)
{op > (1+&)d°%} C {vr > (1+€%)d°}.

(41) holds.

When ¢* = 0, and one of ¢, & is non-zero, first we argue that & # &, as it contradicts that G{T (67, &5) #
GRP (&1, 60)-

If € = 0, then GSP(¢7,67) = p = GEP(¢7,€%), and £ > £ = €7 = 0, we have (1 +€7)/(1 +£2) > 1, and (44) holds.
By Lemma D.1, G$F (&5, &) < GEP (€%, €*), leading to a contradiction.

If & = 0, then GUF (¢5,&5) = p/,and & > & = €*. In this case, (1 + £7)/(1+ &) < 1, (45) and therefore (41) holds.
When &7, & # 0, consider the two cases:
cif & > & > & =0, then (14 &5)/(1 + &) > 1, (44) holds. By Lemma D.1, G$¥ (&5, &) < GEP(€7,¢%) < p,
leading to a contradiction.

o if & > & > € =0, then (1+&7)/(1+ &) < 1, (45) and therefore (41) holds.

D.3. Proof of Theorem 5.3

Theorem 5.3. Under IP, bidder k’s expected obtained value Vi, will not increase if she under-reports her budget and others
report budgets truthfully.

Proof. Let the expenditure rate of a member be p. By symmetry, all members’ equilibrium parameters are the same:
A* = X*e for some A\* € [0, \]. When bidder k misreports a rate p’ < p, denote her corresponding equilibrium parameter
to be A} and that of another member i to be \}. By a slight abuse of notation, we let GSF be the function of (A1, \¢), the
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first parameter for other bidders, and the second for bidder k. Without loss of generality, let & = 1, and we only consider the
truthful bidder 1 as other truthful bidders behave the same. We write down the form of G; and V;:

(14 A*)d°} max {WWH = GL(X", ) <,

1+A* max;-£1 U;
G AL =E |11, 1 >v;itl 1 > (1 4+ \F dO i#k Uk dO <
050 =B |2 01 {or > P a2 e }max{ o <o

Y

Ge(A,A")=E l{vk >maxvl} {vk

V

*

A N max;£x U;
)\k rn;?]i(vz} 1{vg > (1+ )\k)do}max{l_:ﬁ)\]},do}} =y <p,

GhN D) = E :1 {vk -1
and,

Ve(A,\) =E 1 {vk > maxvl} {oe > (1+A%) do}vk] = V(A5 \),
} {v1 > (14 ) do}vl],

I 14+ X5
Vi(AT,AL) =E |1 {vk > + k maxvi} 1{vp > (1+ )\Z)do}vk} .
L 1+ AT i#k

Vi AD) = E [ 1 {0 >vz}1{v1 >
L i#k 1+

We consider all the possible cases the solutions of NCPs may be. We show that for the only reasonable cases that do not
contradict the definition of NCP and strong monotonicity, we have

(o= b ez g
Vg > k max v; 0 € QU > maxwv; o,
14+ A} ik i#k (46)

{on 2 @+ A%} < {oe = (L+A)d%,

therefore Vi (AT, A7) < Vie(A*, A¥).

When \* = A7 = A} = 0, all the members have sufficient budgets, after misreporting, bidder %’s budget is still big
enough. In this case, her obtained value will not decrease.

When \* # 0, then Gi(\*, \*) = p. First we have A # \}:

o for A} = A} > A%, we have p = G1(\], A}) < Gi(A\*, A*) = p, leading to a contradiction;
o for \j = A\ < A, wehave p’ > Gi(A], \) = G1(AT, Af) > Gr(A*, A*) = p, leading to a contradiction.
Then we argue that A} # 0, as otherwise it must be the case that A7 # 0 and
Gr(A",A") = Gi(AL, Af) = p,
Gr(AL, ML) <0/ <p.
By the strong monotonicity of G, we have
Ak = AD(GRAT, AT) = G(AT, Ap)) > 0,
and
AR > AT,
leading to a contradiction.
When A} = 0, it must be the case that
A > A7 =0, and \* > AT,
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By the strong monotonicity of G,
Ak = AGCR(A A7) = Gr(ALAR)) > (AT = AD(GL(A AT) = GL(AT, AR)) = 0

which means A > \*. In this case,

(46) holds.

Finally we discuss the case when A\*, AT, A} > 0, and

G1(A], AL) = GL(A, A7) = p, 47)
Gr(\, M) =0 <p. (48)

First by strong monotonicity of G, we have A\; > A*. Then consider the following possible cases:

C AT ALS A (14 A)/(1+ A7) > 1, and

14+ A%
{mz 11Aivk}£{v12vk},

{v1 > (1 +A))d?} C {v1 > (1+A")d°},

max;£1 ¥;  MaX;£1 U; (49)
ik < ik
L+ A} L+ 7
VE Vk

T+ A STra
G1(A1, Ap) < Gi(A*, A*). We prove a similar lemma as Lemma D.1,
Lemma D.2. When G is strongly monotone, then for any \; > X\* and (1 + A})/(1 + X}) > 1, we have
G1(AT, M) < Gi(A%,X)
By Equation (49) and Lemma D.2, G1 (A}, A\f) < G1(A*, A\*), leading to a contradiction.
e N> AT (L4 AL)/(L4+ A7) > 1, and

>1+)\Z c S
v max v; v max v;
kfl_’_)\*i#]s(z = k—,;ékzv

{or > (14 A)d?} C {ve > (1 +A7)d°} .

(46) holds.

When \* = 0, and one of A}, \} is non-zero, first we argue that A} # Aj, as it contradicts that G1 (A}, A\,) # Gr(A], A%).
If \; =0, then G1(A], Af) = p > G1(A*, M%), and A\] > A" = A} =0, wehave (1 + A})/(1+ A}) > 1, and

A*
{'Ulzl_'_/\* }Q{vlzvk},

{vi > (1 +A))d?} € {v1 > (1+A")d°},
maX 1 U;  MaX;x1 V;
ik < ik
1+ A7 T4+ A 7
Vi < Vg
T+ A~ 142

27



Coordinated Dynamic Bidding in Repeated Second-Price Auctions with Budgets

By Lemma D.2, G1 (A}, Af) < G1(A*, A*), leading to a contradiction.
If \7 = 0, then G (A}, Af) = p/, and A} > A7 = A\*. In this case, (1 4+ A})/(1 + A}) < 1, and (46) holds.

When A}, A} # 0, consider the two cases:

e if AT > A} > A* = 0, then (49) holds, leading to a contradiction.

e« if XX > AF > A* =0, then (1 + A})/(1+ AX) < 1, and (46) holds.

D.4. An Experimental Example that IP is Not Truthful on Utilities

Consider a coalition of two bidders. Consider independent random varaibles X7, X5, distributed uniformly in [0, 1],
and Y7, Ys, distributed uniformly in [1, 2], respectively. For i € 1,2, the random variable of bidder i’s value is Z; =
1/3X; + 2/3Y;. The competing bid outside the coalition is uniformly distributed in [0, 1]. We set the true expenditure ratio
of each bidder to be 0.5, and let bidder 1 misreports a ratio of 0.49.

We run IP the same as we run the example in Section 6.1. And we repeated the experiment 100 times. For every experiment,
all bidders have higher utilities when bidder 1’s misreports: bidder 1’s increases by about 0.003, and bidder 2’s by about
0.006.

As we further check the changes of bidders’ obtained values and the equilibrium parameters, we can find out that bidder 1’s
obtained value decreases by about 0.007. Denote the equilibrium parameter when bidder 1 truthfully reports by p*, the
equilibrium parameter of bidder 1’s by p7 and of bidder 2’s by pi3, respectively, when bidder 1 misreports. It shows that
11 > p3 > p*, which is consistent with the analysis above.

D.5. Proofs of Lemmas in Proving Theorem 5.2 and 5.3

We give the proof of Lemma D.1, as the proof of Lemma D.2 is similar.

Lemma D.1. When GY is strongly monotone, then for any £ > £* and (1 + £5)/(1 + &) > 1, we have
GYP (&1, 60) < GTP(€7,67).

Proof. We prove this by contradiction. Suppose G$F (&5, &5) = GEP (€%, €*), then

0=CFP (&) -6 (&) =E | [ 1{o=w)

! {((vl = o) A (14647 <o < (140)d7)) v ((Uk < < H?w) A (o > (1+£*)d0)>H :
k

which means

N oz o3 ({0 2 03N+ <o < 1+ €)d%)
AT ik (50)

U ({vk <wv < 112”’“}0{”1 > (1+§*)d0})>

has zero measure, then for £ € (£*,&7), the set

N oz o) (o2 o {0+ <0y < (1+61)d°))
i€,
i£1,i#k

U ({vk <o < 112%}(]{1)1 > (1+£)d0}>)
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is a subset of (50), and therefore has measure zero. This means that
GTP(€5,6") — GTV(&1,60) = 0= GTV (£,€) — GTT (&1, €0),

equivalent to

G?P (5*7 5*) = Glcp (57 6)

This contradicts that GCF is strongly monotone.

E. Auxiliary Results
Lemma E.1. Gj(X), Vi(X), GST (&) are Lipschitz continuous.

Proof. We denote by Lj, the cumulative distribution function of d? :

I E@+x)).

i€K itk

61y

We omit A when there is no confusion. In what follows, we denote by f the upper bound on f; and by h the upper bound on

hi. We use Fj, = 1 — F}, to denote the complementary cumulative distribution function of vy.

1. We write down two expressions of G () and calculate its derivatives with respect to A and \; for i # k.

Gr(\) = /:ch((l + A\i)z) d (Li(x)H (z))
_ /Lk(x)H(:c) (14 Az fe((1+ Ao)z) — F((1+ Ae)a)) de.

Using the first expression (52), we have

aGa]j\(:\) _ —/w2f((1 + pi)x) d(Ly(z)H (x)),
and thus,
OGE(N) _z
‘ P ‘ =9

Using the second expression (53), we have for i # k,

8%’3\?\) :/(1 +t)\k:) (iii ) H F; (itik )H(lthAk> (tfu(t) — Fr(t)) dt,

and thus,

OGE(N) < GF(GT
o\ -

2. We write down the expression of Vi () and calculate its derivatives with respect to A and \; for ¢ # k.

Vi(A) = /:EH (HIM) Ly (Hﬂ]) dFy(z).

Therefore

8?;(?) - /<1fkk)2 (h<1fAk)Lk (1f>\k> +H<1fAk>l'“ <1ka>) ),
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where [, is the density function of Lj. Since

I (2) = _(1+X)fi (1 z) [T B+ M)
i#k JjF#ik
we have J—s
"“()‘gv2h+(K—1)v2f.
Ak
And for i # k,
V() / z? 1+ X\ 1+ A
= H ; F; dFy(z),
N 1+ M\ 1+A T\ AL T, 7 ) k@)
Vi, N | _ oz
< % f.
’ Oy v/

3. We write down the expression of G{T (€) and calculate its derivatives with respect to & and &; for i # k.
6 &) = [ [ A+ oL@ di ) + [ B+ @0 Ly dH ()
T2y
— [ QL@+ @)o) do ).
]

Therefore, we have

CP (¢
aGagk //>wak (1 + &)y dLy(x) dH (y) — /ny((l'i‘fk)y) Ly (y) dH (y).
G (V)| _ 2z
’afk < 20°f.
And for i # k,
0GLT(E) _ (2250 oo TT 5 (1251) awan
agz B /y/t>(1+§k)y tfl 1 }g_[ t (y)a
0&i - '

O

Lemma E.2. G}I¥ (15, X) and V;BY (i, X) are Lipschitz continuous. Moreover, if for all k € K, bidder k’s density function
has a lower bound f > 0 over the interval [0, y], and density function h also has a lower bound h > 0 over the interval
[0, 9], then there exists constants G' > 0 such that

OGHP (. 2) _

-G’ <0.
Opu, -

Proof. In hybrid coordinated pacing algorithms, we still denote by Lj, the cumulative distribution function of d? :

Lo (5 o, A H Fi((1+ X\)z). (54)
1€K:i#k

Note that Ly, is independent of 5. We omit 5, and A when there is no confusion. In what follows, we denote by f the upper
bound on f; and by h the upper bound on h;. We use F}, to denote the omplementary cumulative distribution function of vy.
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GIF (pe, A / /> o (T + Ap)z) dLy(x) dH (y)
TFxy

Y

+/yFk((1+Mk)y)Lk (111;:,@) dH (y)

/ /> v (L) fil(L 4 M) L () d dH (y).

1+

1. Using the second expression (56) we obtain that

OGHP (11, \) B ) 1+ pg
ka,uk__/yy fk’((l_":uk) )Lk<1+)\ )dH( )

and thus,
HP
208 )
Opi
Let v = min;exc 9; and i = max;e ji;. When y < v/(1 + j1) one has

(14 X)(1+ Mk)
14+ A

(i) - I (20

i€k itk

<A+ MN)y<v<,

and consequently,

> <(1+)\1’)(1+,uk)yf)K_1 > ( yf>K1'
1+ Mg = 1+54

We can upper bound the derivative G (11x, X)/Opy, as follows:

OGP (g, A) @ /ﬁk/(1+uk) 1+ pe
—n BT < fh 2Ly d
D <—fh ; y (1+)\ y) dy
(b) v/ (1+0) yf
< — fh 2 == d
= Ik 0 Y (1 +ﬂ) Y
QK+2th

T K121+ )2k

We first consider bidder k’s expected expenditure under Algorithm 2 and calculate its derivatives with respect to iy, Ay, and
A fori # k.

(55)

(56)

(57)

where (a) follows f > f and hj, > h when (1 + )y < Ug; (b) follows from (57) and v /(1 + px) > v/ (1 + fz).

. Using the first expression (55) we obtain that

HP
QNN [y [ R () dnage) it

1tpg
_1+)‘ky

and thus,
OGH (e V)| _
Oy -

. Using the second expression (56) we obtain that for ¢ # &,

8GH ,uk, OLy(x)

=1+
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where the derivative of Ly (x) satisfies

%}M:xﬁ((l+)\i)x) [[ E+x)e) <o

i€,k

Therefore, we have

G (e, N | _ o7
—= | < v f.
‘ O < ot
We next consider VHF (1, A) and its derivatives.
VHP( A)—/xL( ’ )H( * >dF(x) (58)
ko Mk _7; k1+)\k 1+ pn E(T).
1. We have that
M= [ () v () ()
T Wk V) L h dF(z),
Ok o \ 1+ p VDY 1+ k()
and thus, p
Opig
2. We have
OVEP (g, N) x 2 x x
—E T = — 1 H dFy,
I / 1+ ) "\ Tv T ) @)
and thus,

HP

OAg

3. For i # k, the derivative with respect to \; is

V™ (i, A) a? 1+ X\ 14 A r
- H dF,
O\ /1+/\k 1+)\k }:[ 1+)\k 1+ukx (),

and thus, i

e < it
O

Corollary E.3. Ui (), UST(X) and UET (ux, X) are Lipschitz continuous.

Proof. The results directly follow from Lemma E.1 and Lemma E.2 since
ZUN) = Vi(A) — (M)
ZUCP(€) = VP () - GEP (6):
FUEP (s ) = VP g, ) = GE (e, ).

O
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Lemma E.4. Suppose that Assumption 4.1 holds. We have
G (A AT) < GR(A"), VE,

and the equality strictly holds for at most one bidder.

Proof. In what follows, we use Ly () to denote the cumulative distribution function of d. defined by (54) and I, (z) is the
corresponding density function. We analyze how much GHF (i, A) and G () differ by their expressions.

GHP (A, A) @ /

x

(1 4+ M) (1 + A)a) L) ( / de(y)) da

<z

© /(1 + M) fre (14 Ap)z) Ly (2) H(2) doe

= [0+ A0+ M) L) (

© / (T + M)z fi(L+ Ak)z) = Fi((1+ M\)x)) Ly (2) H (z) da

- H(y) dy> dx
—/JEF;C((I-i-)\k)x)lk(m)(
DG - /

x

H(y) dy> dx

y<z

R i) ([ Hwdy) do.

y<z

Ag(N)

where (a) follows from (56) and changes the order of integration; (b) and (c) use integration by parts; and (d) follows from
(53). Observe that A () is always non-negative. Moreover, we claim that when Assumption 4.1 holds, Ag(A*) must be
strictly positive for all but one bidder, by which the proof can be completed.

To prove the claim, we first show that for every bidder k € KC,

g,
H
<1+AZ>>O’ (59)

where 9, == sup{vy : Fi(vx) > 0}. Otherwise, H (9% /(1 + A;)) = 0 implies that bidder k can, almost surely, never win
the auction by bidding vy /(1 + Aj) or lower when bidders are independently bidding. Note that A} < fis because

_ Vi (a) Vg VL
G A ) =E |1 — >dpedp| <E|1{ —————>dp v dy| < ———— < pg,
k(Mk k) [ {1+,uk Z k} k] > { {1+vk/pk 2 k} k:| =1+ on/on Pk

where (a) follows from fiy, > 0 /pk. Thus, G ((Ak, A*;)) = 0 on [A}, i) contradicts the strong monotonicity assumption.
Let k' = arg miny, 9y /(1 + A}) and let d° := inf{d© : H(d®) > 0}. Note that by (59) and the continuity of H, we must
have d° < oy /(1 + A5). For every k # k/, when z € (d°, 0/ /(1 + A%,)), we have

1. Fe((1+A5)x) > 0;

2. fysz H(y)dy > 0.

Suppose for contradiction that for k # k', Ax(A*) = 0. Then I, (z) = 0 holds almost everywhere on [d°, 3/ /(14 A%)], ie.,
the competing bid df, lies in this interval with zero probability. However, by = vgr /(14 A%,) belongs to [d°, 0 /(1 4+ AL)]
with positive probability by the definition of vy/. This implies there is almost always another bid higher than by so that
by, almost never becomes df., which further implies that bidder &’ actually can, almost surely, never win in IP by bidding
vg /(1 + A%,) or lower. Again by a similar argument, this contradicts the strong monotonicity assumption. Therefore,
A (A*) > 0 holds at least for all bidders except bidder &’'. O
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(a) Symmetric cases: coalition welfare with different means of the highest bid outside the coalition: 0.2, 0.4, 0.6, 0.8.
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(c) Symmetric cases: coalition welfare with different members’ value distributions: Uniform, Gaussian, power law distribution, and
exponential.

Figure 3. Experiment Results on Symmetric Synthetic Data

F. More Experiment Results on Synthetic Data
We present more experiment results on synthetic data here. All the following cases have the same number of coalition

members: K = 5.
Figure 3 show the results on symmetric cases, where all 5 members have the same value distribution and the same budget.

Specifically, Figure 3a shows the coalition welfare when the distribution of the highest bid outside the coalition d© varies.
From left to right, d© is sampled from Gaussian distribution with y equals to 0.2, 0.4, 0.6, 0.8 respectively. With the mean

increases, bidders’ power outside the coalition becomes stronger.

In Figure 3b, the coalition members’ value distributions are all Gaussian distributions with g = 0.5 but they have different
standard deviations o. From left to right, o equals to 0.02, 0.1, 0.2, 0.5 respectively.

The four subfigures in Figure 3c compare the coalition welfare when members’ values are sampled from different distribu-
tions: uniform distribution, Gaussian distribution, power law distribution, and exponential distribution.

Figure 4 shows four asymmetric cases. Different from above, the target expenditure rates for coalition members have the

same expectation rather than being completely the same. From left to right, coalition member’s values are sampled from
totally the same distributions, same distributions with different means, and completely different distributions, respectively.

In Figure 4a, each member’s value is sampled from Gaussian distribution with ¢ = 0.5, 0 = 0.2. In Figure 4b, the five
members’ value are respectively sampled from Gaussian distributions with p equals to 0.1, 0.3, 0.5, 0.7, 0.9. In Figure 4c,
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Figure 4. Experiment Results on Asymmetric Synthetic Data

the five members’ value are respectively sampled from uniform distributions on [0, 0.2], [0.2,0.4], [0.4,0.6], [0.6,0.8],
[0.8,1]. In Figure 4d, the value functions are more complicated. We choose one uniform distribution, one Gaussian
distribution, two power law distributions and one exponential distribution. We adjust the parameters so that the value
expectation of all members is 0.5, which is the same as the others in Figure 4.

To verify if the averages of the multipliers indeed converge to the profile defined by the non-linear complementarity
conditions (2), (10) and (8), we check the variances of the averages and the empirical value of (Zle Met/T)(pr —
Gr(X =1 A/ T)) (s &t/ T) (e = GEP ([ &/T)) and (3, gt /T) (o1 = GRF (0o M/ T, Xy g1t /T)))-
To approximate Gk(thzl At), we use the empirical average expenditure ZtT:l zk,1/T. The same goes for Gk(thzl &)
and Gk(Zthl &:). In the experiments, the variances of the last 100 rounds of " A ¢/T (O &k.e/T and Y puy ¢ /T) are
around 10, indicating the convergence of multipliers. The values of the last 100 rounds of (> Ax.+/T)(pr — > 2.¢/T)
(O &kt/T)(pr — > 2kt /T) and (3 pikt/T)(pr — Y 21,4/ T)) are less than 103, indicating the convergence to the point
defined by (2), (10) and (8).
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