Chapter 8 – Information Economics.

(a) In the 7th line of the caption to figure 8.7 on page 346, it should read, 

MRSl  (ψl′) > (), to comply with fact (b) and for the low risk consumer to strictly prefer (ψl″).
(b) Question 8.9 (c) is confusing when read in conjunction with pages 345 and 339. Page 345 indicates that under asymmetric information the low-risk consumer gets no insurance when α is sufficiently small and yet question 8.9(c) requires us to show when α is high enough that the low risk consumer gets no insurance.  Also page 339 states that under competitive equilibrium that B=L for both the high and low risk consumers and then characterises the sequential equilibria that applies to the signalling and pooling games where there is asymmetric information.  However question 8.9(c) asks us to show the competitive equilibrium under asymmetric information.  Can you clarify please.  Thank you.
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