
Accepted Manuscript

Bilateral trading and incomplete information: Price convergence in a small market

Kalyan Chatterjee, Kaustav Das

PII: S0899-8256(17)30154-9
DOI: http://dx.doi.org/10.1016/j.geb.2017.09.006
Reference: YGAME 2743

To appear in: Games and Economic Behavior

Received date: 11 May 2016

Please cite this article in press as: Chatterjee, K., Das, K. Bilateral trading and incomplete information: Price convergence in a small
market. Games Econ. Behav. (2017), http://dx.doi.org/10.1016/j.geb.2017.09.006

This is a PDF file of an unedited manuscript that has been accepted for publication. As a service to our customers we are providing
this early version of the manuscript. The manuscript will undergo copyediting, typesetting, and review of the resulting proof before it is
published in its final form. Please note that during the production process errors may be discovered which could affect the content, and all
legal disclaimers that apply to the journal pertain.

http://dx.doi.org/10.1016/j.geb.2017.09.006
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convergence in a small market.
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Abstract

We study a model of decentralised bilateral interactions in a small market where one of

the sellers has private information about her value. In addition to this seller with private

information, there are two identical buyers and another seller, whose valuation is commonly

known to be in between the two possible valuations of the seller with private information.

We consider an infinite horizon game with simultaneous one-sided offers and simultaneous

responses. We construct one particular PBE of the game and show that, as the discount

factor goes to 1, prices in all transactions converge to the same value. We then show that

this is the case with any stationary equilibrium of the game. That is, the asymptotic outcome

is unique across all stationary equilibria.
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