
Part c)

(xA

0 , x
A

S
, xA

C
) = (10, 12, 20); (xB

0 , x
B

S
, xB

C
) = (10, 18, 10). yA = �yB = �8;

bA = �bB = 1; r = 2; q = 1
8 .

Problem 5

Part a)

(xA

1 , x
A

H
, xA

L
) = (4, 4, 4); (xB

1 , x
B

H
, xB

L
) = (4, 4, 4). r = 0; bA = �bB = 0. No

Pareto Optimal: consider (xA

1 , x
A

H
, xA

L
) = (4, 8, 0); (xB

1 , x
B

H
, xB

L
) = (4, 0, 8).

Part b)

(xA

1 , x
A

H
, xA

L
) = ( 163 , 8, 0); (xB

1 , x
B

H
, xB

L
) = ( 83 , 0, 8). r = � 2

5 ; b
A = �bB = 20

3 ;
yA = �yB = 8. Pareto Optimum: selling short (8 > 4).
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