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Problem Set 1 – Solutions 
 

 
 
Problem 2.  
Answer: players can cooperate for n-2 periods, but not more.  
 
Let us show that there is a SPE in which the equilibrium path is 
 

 
 



 
 

 
 

Problem 4. 
 

 
 
Problem 5.  
 

 
 



 
 

 
 

 

 



 
 
 
 

 



 


