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DECISIONS AND UNCERTAINTY: HOMEWORK # 3

1. Show that axioms (NM0) NM1, NM3 and the following prop-
erty do not imply NM2. The property is: For every p, q, r ∈ PS

and every α ∈ [0, 1], if p ∼ q then αp + (1 − α)r ∼ αq + (1 −
α)r. (HINT: Let p, q be (degenerate) lotteries such that for some
x, y ∈ X , p(x) = q(y) = 1. Let the ordering ⪰ be such that
p ≻ q.)

2. Complete the proof of Lemma 2.4(iii) by showing that if 0 ≤
α < ᾱ then Q ≻ αP + (1− α)R.

3. Solve problem 1 in Chapter 5 of Kreps.

4. Solve problem 4 in chapter 5 of Kreps.

5. Solve problem 5 in Chapter 5 of Kreps.
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