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 ���� ���� �
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�
≤ � − �. But the

equilibrium condition (3.1) tells us that the unique equilibrium switching point

� uniquely solves �
�√

�
�
� − �

��
� �. Thus we have the following alternative

characterization of equilibrium:

• A player with expectation � invests in the unique equilibrium if and only if

it is common
�
� − �

�
-belief that each player’s expectation of � exceeds �.�
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�When there is not a unique equilibrium (i.e., if �
 ���	� � ���), investing is rationalizable
if and only if it is common

�
�� �

�
-belief that each player’s expectation of � exceeds �; not

investing is rationalizable if and only if it is common �-belief that each player’s expectation
of � is less than �. Thus �
 ���	� � �� is a sufficient condition for the events “it is common�
�� �

�
-belief that each player’s expectation of � exceeds �” and “it is common �-belief that

each player’s expectation of � is less than �” to be essentially disjoint.
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so that (4.8) holds for � � �.
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