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CREDIT MARKET SEGMENTATION, ESSENTIALITY OF COMMODITIES,
AND SUPERMODULARITY

MARTA FAIAS AND JUAN PABLO TORRES-MARTINEZ

ABSTRACT. We consider incomplete market economies where agents are subject to price-dependent
trading constraints compatible with credit market segmentation. Equilibrium existence is guar-
anteed when either commodities are essential, i.e, indifference curves through individuals’ endow-
ments do not intersect the boundary of the consumption set, or utility functions are concave
and supermodular. The smoothness of mappings representing preferences, financial promises, or
trading constraints is not required. Hence, we may include in our framework economies where
ambiguity is allowed and agents maximize the minimum expected utility over a set of priors, or

where markets include non-recourse collateralized loans.

KEYWORDS. Credit Market Segmentation - Essential Commodities - Supermodularity

JEL CLASSIFICATION. D52, D54.

Date: March 6, 2017.
We would like to thank the Associate Editor and an anonymous referee for suggestions that improve the article.

We are also gratefull to Sebastidan Cea-Echenique for his helpful comments. This work was partially supported by the
Fundagd@o para a Ciéncia e a Tecnologia (Portuguese Foundation for Science and Technology) through the project
UID/MAT/00297/2013 (Centro de Matemdtica e Aplicagdes). The authors acknowledge financial support from
Conicyt-Chile through Fondecyt project 1150207. This research was partly undertaken while the authors visited the

University of Salamanca.

Marta Faias
Universidade Nova de Lisboa, FCT and CMA, Portugal

e-mail: mem@fct.unl.pt

Juan Pablo Torres-Martinez
Department of Economics, Faculty of Economics and Business, University of Chile

e-mail: juan.torres@fen.uchile.cl.



Download English Version:

https://daneshyari.com/en/article/5101392

Download Persian Version:

https://daneshyari.com/article/5101392

Daneshyari.com


https://daneshyari.com/en/article/5101392
https://daneshyari.com/article/5101392
https://daneshyari.com

