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What if there 1s asymmetric information: only the owner knows the quality g?

Publicly available information:

Quality ¢ best: A B C D E worst: F
Total:
Number of 120 200 100 240 320 140 1,120
cars
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Proportion |20 '—*‘L oo —2 240 320 l4o
120 lizo 1120 120 [2o 20
W) (seller) 630 540 450 360 270
u(q) (buyer) 800 700 600 500 400 300 Ulsu)=m
Buyer: if a car is offered to me at price p should I buy it?
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Buying a car at price p is playing the lottery re risic heulbred
$(800 —p) i $(700—p) ii $(600—p) I $(500—p) i $(400—p) LI $(300—p)
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Quality ¢ best: A \y C D E worst: F
720 /6m 540 450 360 270
v(q) (seller) / N

ok 3 5 5 3 2 )
W 3 5 5 3
Mp'b?la. 23 28 74 4 7 8
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T 35 33 35
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35 25 35
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Quality L M H cre 1
probability + 2 L VEINN,
seller's value 900 1,200 1,400

buyer's value 1,020 1,320 1,500

For every price p determine if there 1s a second-hand market.
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