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ω1 = 9/10, ω2 = 1/10, π(α) + π(β) = 1

vh = π(α)uh(xh(α)) + π(β)uh(xh(β))

xh(s) ∈ {0, 1} h = 1, 2; s = α, β

u(1) = b > u(0) = 0

1. Find the SSE allocations, prices and probabilities. Which of these allo-

cations are in the core ?

2. Let π(s) be instead any continuous pdf on the interval [a, b], b > a

Write down the consumer’s problem. Motivate the no-arbitrage condition.

Find the SSE allocations, prices and probabilities.
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