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EQUILIBRIA IN SECURITY MARKETS WITH A CONTINUUM OF AGENTS

A. ARAUJO, V. F. MARTINS-DA-ROCHA AND P. K. MONTEIRO

ABSTRACT. We prove the existence of a competitive equilibrium for exchange economies with
a measure space of agents and for which the commodity space is /P, 1 < p < 4+o00. A vector
z = (zn) in ¢P may be interpreted as a security which promises to deliver z,, units of numeraire
at state (or date) n.

Under assumptions imposing uniform bounds on marginal rates of substitution, positive re-
sults on core-Walras equivalence were established in Rustichini—Yannelis [21] and Podczeck [20].
In this paper we prove that under similar assumptions on marginal rates of substitution, the set
of competitive equilibria (and thus the core) is non-empty.

1. INTRODUCTION

We consider an Arrow—Debreu exchange economy with infinitely many agents and infinitely
many commodities. Following the modelisation of perfect competition by Aumann [4] and Hilden-
brand [9], the set of agents is a finite positive measure space. The commodity space is the space
P of sequences = = (xy) such that ), |zx[? < 400 for 1 < p < 4+o00. Such spaces are relevant to
the allocation of resources over time or states of nature. In particular a bundle z in ¢Z may be
interpreted as a security which promises to deliver xj units of numéraire at date (or state) k.

Under assumptions imposing uniform bounds on marginal rates of substitution, positive results
on core-Walras equivalence were established in Rustichini—Yannelis [21] and Podczeck [20]. In
this paper we prove that under similar assumptions on marginal rates of substitution, the set of
competitive equilibria (and thus the core) is non-empty. More precisely, we provide two frameworks
to prove the existence of competitive equilibria. In the first one, existence is proved under an
assumption (borrowed from Zame [23] and Podczeck [20]) imposing the existence of a uniform
(over consumption) upper and lower bounds on marginal rates of substitution, at each state of
nature. In the second one, existence is proved for preference relations represented by separable
utility functions. But for this framework, we only require the existence of an upper bound on the
marginal rates of substitution at the initial endowment (and not uniformly over consumption) and
we require the existence of a uniform (over consumption) lower bound on the marginal rates of
substition at only one state of nature.

In the framework of economies with infinitely many agents and infinitely many commodities,
there are several existence results: Khan—Yannelis [11], Podczeck [18] and Martins-da-Rocha [14]
for separable Banach commodity spaces with an interior point in the positive cone; and Mas-
Colell [16], Jones [10], Ostroy—Zame [17], Podzeck [18, 19] and Martins-da-Rocha [15] for economies
with differentiated commodities. To the best of our knowledge, this paper is the first to provide
an existence result for economies with an ¢P-commodity space.

The paper is organized as follows. In Section 2 we define the model of an economy with infinitely
many agents and commodities and we set out the main definitions and notations. In Section 3
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2 A. ARAUJO, V. F. MARTINS-DA-ROCHA AND P. K. MONTEIRO

we give the list of assumptions that economies will be required to satisfy and we present the two
existence results. The different assumptions on the marginal rates of substitution are discussed in
Section 4. Finally, Section 5 is devoted to the proof of the two theorems.

2. THE MODEL

2.1. Preliminaries. For each 1 < p < 400, we denote by ¢P the real vector space of sequences
z = (z1)r in RY such that lim, >} _, |2x[P < oo and we denote by lzll, = (Cren e[/
The space (7 endowed with the norm |||, is a separable Banach space whose dual is £ where
1 < g < 400 is defined by 1/p+ 1/q = 1. We denote by % the natural positive cone defined
by x € Kﬁ_ if and only if z; > 0 for each k£ € N. A vector x in éﬂ’_ is called positive, and if for
each k, x; > 0, then x is called striclty positive. As usual, if z,y are two vectors of /P, x > y
means « — y € (. The weak topology o (¢?,(?) is denoted by w, the weak-star topology o (¢?,¢")
is denoted by w* and the norm-topology defined by ||.||, is denoted by s.

Let 7 be a topology on ¢P. If (Cy,), is a sequence of subsets of ¢P, the 7-sequential upper limit
of (Cp)n, is denoted 7-1s,,C,, and is defined by

718,Cp :={z € : x=17- liin zF, 2F e Criy}

where (Cy )k is a subsequence of (C,)p.

The Borel o-algebra of ¢P for the norm-topology or for the weak-topology coincide and is denoted
by B. A correspondence F from € to ¢ is said to be graph measurable if {(a,x) € Q x P : x €
F(a)} belongs to A® B. A correspondence P from € to /P x ¢P is said to be graph measurable if
{(a,z,2) € Qx P x P : (z,2) € P(a)} belongs to A® B® B.

A mapping s from Q to /P is simple if there exist x1,z2,... ,2z, in £ and A, As,... , A, in
A such that s = Y | wixa, where xa,(a) =1if a € A; and xa,(a) =0if a € A;. A mapping
x : 0 — (P is Bochner measurable if there is a sequence of simple mappings s, : & — (P such
that lim, [sn(a) —z(a)|[, = 0 almost every where. Since ¢ is norm-separable, we know from
Pettis’ measurability theorem (see [7, Theorem I1.1.2, p.42]) that a mapping z : Q — ¢? is Bochner
measurable if and only if for each B € B, 27 1(B) := {a € Q : x(a) € B} belongs to A; and
moreover z is Bochner measurable if and only if for each k¥ € N, the function a — xy(a) is
measurable.

A Bochner measurable mapping x from Q to ¢? is Bochner integrable if there is a sequence of
simple mappings s, : Q — (# such that lim,, [ [|sn(a) — z(a)|, dp(a) = 0. For each measurable
set A in A, we denote by [, zdyu the limit lim,, [, s,dpu. It can easily be shown (see [7, p.45]) that
a Bochner measurable mapping z is Bochner integrable if and only if the mapping a — |[|z(a)l|,
is integrable. In particular || [, xdqu < [y [z(a)ll, di(a). Note that if = is a Bochner integrable
mapping from ) to ¢?, then for each k € N, the function a — x(a) is integrable and if we denote

by v:= [, xdp then v, = [, zpdp.
2.2. The Model. An economy €& is a list
&= ((QvA7 M)’gp’ X, =, e) )

where X is a correspondence from {2 to /P, > is a correspondence from 2 to /P x /P and e is a
mapping from Q to ¢P. The space of agents is (€2, .4, 1), a complete finite positive measure space.
The commodity space is /P with 1 < p < +o0o. For each agent a € (), the consumption set is
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X (a), the initial endowment is e(a) € ¢ and the preference/indifference relation is =,C 4 x %
a reflexive binary relation on % .

We define the correspondence’ P, : ¢f — (% by P,(z) = {2/ € % : 2’ =, z}. In particular, if
x € {% is a consumption bundle, the set P,(x) is the set of consumption bundles strictly preferred
to x by agent a. We let P be the correspondence from {2 to ¢ x P defined for each a € by
P(a) ={(z,2') € X(a) X X(a) : 2’ =, x}.

The set of allocations (or plans) of the economy is the set S*(X) of Bochner integrable selections
of X, ie. SY(X) is the set of mappings z from €2 to ¢? which are Bochner integrable and which
satisfies z(a) € X (a) for almost every a € Q. An allocation z € S*(X) is feasible if

/xd,u:/edu.
Q Q

We assume that the mapping e :  — /P is a Bochner integrable mapping and we denote by
w = fQ edp the aggregate initial endowment.

The price space is 7, and if z = (z1), in P is a bundle and p = (pg)g in €7 is a price then the
value of z is defined by the natural dual product

keN

Definition 2.1. A pair (z,p) consisting of a feasible allocation x and a non-zero price p is said to
be a competitive equilibrium if for almost every a € Q, (p,z(a)) = (p,e(a)), and z € P,(z(a))
implies (p,z) > (p, z(a)).

3. EXISTENCE OF A COMPETITIVE EQUILIBRIUM

We will maintain in this paper the following assumptions on the economy &.

Assumption 3.1. For each a € (),

(i) the consumption set is X (a) = 0% ;

(i) the initial endowment is not zero, i.e. e(a) > 0;

iil) =, is reflexive, transitive and complete;
)

(
(iv) =4 is strictly monotone, i.e. for each x € X (a), if z > x then z >, x.

Assumption 3.2. For each a € Q, for every x € X(a),

(i) the sets Py,(x) and P; 1 (z) = {z € X(a): =, 2z} are s-open in X (a);
(ii) the set {z € X(a): z =, x} is conver.

Assumption 3.3. The correspondence P is graph measurable.
Assumption 3.4. For each a € Q, e(a) belongs to {* and the function a — |le(a)|, is integrable.

Remark 3.1. Assumptions 3.1-3.3 are standard in the literature dealing with exchange economies
with finitely or infinitely many agents. We will see that in our framework, we can not dispense
with Assumption 3.4.

Las usual, y >4 & means [y =4 = and = . y]. Note that the binary relation >, coincide with the graph of the
correspondence P,.
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We provide hereafter two frameworks to prove the existence of competitive equilibria. In the first
one, existence is proved under an assumption imposing upper and lower uniform (over agents and
consumptions) bounds on marginal rates of substitution. In the second one, existence is proved for
preference relations represented by separable utility functions but the assumption on the marginal
rates of substitution required for the existence is weaker. We only require a uniform (over agents
only) upper bound on the marginal rates of substition at the initial endowment and a uniform
(over agents and consumption) lower bound on the marginal rates of substition at one state of
nature.

3.1. The general case. In this section, we consider economies with general preference relations.
The following requirement is borrowed from Zame [23]. It is discussed in Section 4.

Definition 3.2. The preference relations (=), are said to be strong-uniformly proper, if there
exist strictly positive prices o and § in ¢4 with o < § and such that for every a € Q, whenever
x,u,v € 0 satisfy v < x and (o, u) > (3,v) then  — v +u =, z.

An economy €& is said strong-uniformly proper if it has strong-uniformly proper preference
relations.

We can now state our first result for economies with general preference relations.

Theorem 3.3. If the economy & is strong-uniformly proper then there exists a competitive equi-
librium.

Remark 3.4. The strong-uniform properness assumption was already used in Zame [23]. Podczeck
in [20] prove the equivalence between the core and the set of competitive equilibria under this
assumption. Note that Rustichini—Yannelis [21] also proved the equivalence between the core and
the set of competitive equilibria under another properness assumption. Assumption 3.4 is un-
usual. Following Zame [23] we provide hereafter an example of a strong-uniformly proper economy
satisfying Assumptions 3.1-3.3 and not satisfying Assumption 3.4. For this economy the set of
competitive equilibria is empty.

Counterexample 3.5. Consider the economy £ where Q = [0,1], A is the Lebesgue o-algebra and
p is the Lebesgue measure. For each trader a € [0,1], the consumption set coincide with ¢, the
utility function u, is defined by

ug(x) = 2(2 +a) "z,
neN
and the initial endowment is defined by
e(a) =(1,1/2,1/3,... ,1/n,...).
The economy & is strong-uniformly proper, it satisfies Assumptions 3.1-3.3 but not Assumption

3.4. Tt is proved in Zame [23] that £ has no competitive equilibrium.

3.2. The separable case. In this section, we consider economies for which preference relations
are represented by separable utility functions.

Definition 3.6. A utility function u : €’J’r — R is called separable if there exists for each n, a
function v, : [0, +00) — R concave and stricly increasing such that

Veel, wu(x)= Zvn(xn)

neN
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The function v = (v,) is called the kernel of . The left derivative of v, in ¢t > 0 is noted v, (¢)
and the right derivative is denoted v;f(t). If & € ££ then we note v~ (z) := (v}, (2,))n. For
z € (% we define S(x) = {h € #: 3t > 0,  +th > 0} and I(z) = S(z) N —S(z). We define
o/ (x) - b = limy_o(1/7)[u(z + rh) — u(z)] for each x € % and each h € S(z). Note that if h > 0
then v'(z) - h =Y, v} (xn)hn.

For economies with separable utility functions, a weaker condition than the uniform properness
will be sufficient to prove the existence of competitive equilibria.

Definition 3.7. An economy €& is said separably proper if for each agent a € €2, the preference
relation >, is represented? by a separable utility function u, which kernel is denoted v, and there
exists a measurable set ' € A of full measure,? satisfying the following conditions.

(a) There exists § € €7 such that for each a € &,
v, (e(a)) < 8.
(b) There exists k € N and «ay, > 0 such that wiay > 0 and for each a € &,

0<a< inf{vik(t): t>0} = tiigloovik(t)-

We can now state our second existence result for economies with preference relations represented
by utility functions.

Theorem 3.8. If the economy & is separably proper then there exists a competitive equilibrium.

The two proper conditions are not comparable. Obviously, not all strong-uniformly proper
economies are separably proper. Moreover, we provide hereafter an example of an economy which
is separably proper but not strong-uniformly proper.

Ezample 3.9. Consider the economy £ where Q = [0, 1], A is the Lebesgue o-algebra and p is the
Lebesgue measure. For each trader a € [0, 1], the consumption set coincide with Eﬁ_, the utility
function u, is defined by

1 — exp(—az,n?
ua(m):xo—i—z ;2 n)
n=1

and the initial endowment is defined by
e(a) =(1,1/2,1/3,...,1/n,...).

Following Example 4.5 the economy &£ satisfies Assumptions 3.1-3.4. Moreover this economy is
separably proper but not strong-uniformly proper.

4. PROPER ECONOMIES

We discuss in this section the notions of properness used in Theorem 3.3 and 3.8.

2That is @’ >4 @ if and only if us(2/) > ua(z).
3That is w(Q\ Q) =0.



6 A. ARAUJO, V. F. MARTINS-DA-ROCHA AND P. K. MONTEIRO

4.1. Strong-uniformly proper economies. We recall that the preference relations (), are
said to be strong-uniformly proper, if there exist strictly positive prices a and 3 in ¢4 with o <
and such that for every a € Q, whenever z,u,v € ¢4 satisfy v < x and (o, u) > (B,v) then
T—UV+U>qg X

This properness condition is borrowed from Zame [23]. Note that this is a requirement on
preferences that is uniform over agents as well as over consumption. We refer to Zame [23] for
a discussion of this condition as well as for corresponding examples. Following Podczeck [20], it
may be seen that if for each a € Q, {y € X(a): y >, x} is convex then uniform properness is
equivalent to the following statement: There are strictly positive prices o, f € €%, such that given
any a € Q and x € X (a) there is a price p in the order interval [, 8] such that (p,z) < (p,y) for
all y € X(a) with y =, x. Since supporting prices are measures of marginal rates of substitution,
the strong-uniform properness assumption is a condition that puts strong bounds on these rates.

We recall the notion of uniform properness introduced by Yannelis—Zame [22] for economies
with finitely many agents.

Definition 4.1. The preference relations (=), are said to be v-uniformly proper with v € ¢,
if there exists a s-open 0-neighborhood V' C f? such that for each a € Q, for each z € ¢,
(x+T) N C Py(x) where I' = Upsot(v + V).

Remark 4.2. The strong-uniform properness assumption on the preference relations implies that
VaeQ, Veell, (z+T)Ne C Py(x),
where I is the convex and s-open cone defined by I' = {x € ¢?: a(zT) > S(z7)}. It follows that the

strong-uniform properness assumption is a particular case of the uniform properness assumption.

Ezample 4.3. Consider the case of positive separable utility functions u, : ¢, — R, defined by the
formula u,(x) = >, va,n(®n) where for each n, the function v, ., : [0,+00) — R is continuous,
the derivative vflyn(t) exists for each ¢ > 0. Suppose that there exist a and [ two strictly positive
functionals in 7 such that

Vae, Vt>0, a,<v,(t)<bn.

Then the preference relations defined by the utility functions (u,)qcq are strong-uniformly proper.
Indeed, let z,y,z € ¢4 satisfying y < = and a(z) > 3(y). Using the mean value theorem, we see
that for each n there exists t,, > 0 such that
Uaﬂl(xn —Yn + Zn) - Un(ﬂf) = v;,n(tn)[zn - yn]
But v}, ,,(tn)[2n — Yn] = an2zn — Bnyn, in particular
u(lx —y+2)—v(r) = alz) — B(y) > 0.
We refer to Araujo-Monteiro [2], Le Van [12] and Aliprantis [1] for precisions about proper

conditions for separable utility functions.

4.2. Separably proper economies. Following Aliprantis [1], we introduce the following notion
of separable utility function.

Definition 4.4. A separable utility function u : £ — R, where u(x) = }_, vn(xy), is said to be
rational if for each n € N,

(a) vn(0) =0;

(b) vy, is positive, continuous and concave on [0, +00); and
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(c) vy, is differentiable on (0, +00) with v}, (t) > 0 for each ¢ > 0.

Now let u be a rational separable utility function. The components of the lower and upper
gradient sequences v’ = (v}, v5,...) and ¥’ = (v}, 05, ...) are given by
/

vy = lim v (t) and 7, = limoy (¢).

Following Aliprantis [1, Theorem 6.7], we have the following result.

Proposition 4.1. Let u : £, — R be rational utility function given by u(zx) =Y, vp(xy). If the
preference relations represented by u are w-uniformly proper for some w € P strictly positive, then

(a) the lower gradient v’ is non-zero and belongs to (3 ; and
(b) there exists some k € N such that

(0,0,...,0,7), Uppq,-..) € L3

It follows that if £ is an economy with rational separable utility function such that £ is w-
uniformly proper and w is striclty positive, then £ is separably proper. We provide hereafter
an example of a rational separable utility function which is separably proper but which is not
uniformly proper.

Ezample 4.5. Consider the rational separable utility function u : £, — R defined by

1 — exp(—tn?
vo(t) =t and Yn=>=1, wv,(t)= M'
n
o 2

For each n > 1, v/, (t) = exp(—n?t). It follows that

y/:<170’0,...) and 5/:(17171"")'

It follows that w is not uniformly proper. However if e = (e, ), is defined by ey = 1 and for each
n > 1by e, =1/n then

v'(e) = (e"), € 1.

Hence u is separably proper.

5. PROOF OF THEOREM 3.3 AND THEOREM 3.8

The space £? is norm-separable. Let (p;):;en be a norm-dense sequence in the closed unit ball of
£ and define for each x,y in (P,

| {pis 2 —y) |
d(z,y) = —_
(z,y) % T
The topology defined by this distance coincide with the w*-topology on norm-bounded subsets of
fP. Moreover, the d-topology is separable and the Borel o-algebra generated by d coincide with
the Borel o-algebra B generated by the norm-topology and the w*-topology.

Let £ be an economy satisfying Assumptions 3.1-3.4. Suppose that £ is either strong-uniformly
proper or separably proper. The correspondence X is graph measurable. Applying Theorem B.1,
there exists a sequence (fy)r of measurable selections of X such that for each a € Q, X(a) =
s-cl{fr(a): k € N}. For every k € N, we let Ry be the correspondence from  into ¢P, defined
by Ri(a) = {x € ¢, : = =, fr(a)}. For each v € N, we let X, : a — X, (a) := X(a) NvB and
Ry :a— Ry, (a) := Ri(a) NvB, where B is the closed unit ball in ¢P.
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Claim 5.1. There exists’ a sequence (o™),, of measurable partitions 0™ = (A?);csn of (Q,A), and

a sequence (A™),, of finite sets A" = {al' : i € S™} subordinated to the measurable partition o,
satisfying 5 for each a € Q,

(i)
lim[le"(a) — e(a)ll, =0 and Vk €N, lim]|fi(a) - fr(a)], = 0;

(ii) for each v € N, for each sequence (z™),, of ¢?, d-converging to x € {P and for every k € N,

lim d(2", Ry, (a)) = d(z, Ry (a));

(iii) if we pose g(a) :=|le(a)||; then g is an integrable function satisfying
vneN, [le"(a)ll; <1+ g(a).
In particular, if we pose for each n € N, w™ := [, e" then lim,, [[w™ — wll, =0.

Proof. If f is a function from 2 to ¢P, then we let {f(.)} be the correspondence from € into ¢?
defined for each a € Q, by {f(.)}(a) := {f(a)}. Note that if f is measurable then f is Bochner
integrable if and ounly if ||f(.)|| : a — || f(a)|| from © to R, is integrable.

Let Z := ¢, x ¢, and consider the following distance § on Z defined for each = (21, 22) and

y=(y1,y2) in Z by
0(z,y) = llz1 = wll, + d(z2, y2)-
The metric space (Z,d) is complete and separable. Let G := {|le(.)||,} and®

F={{e()} x {0}, {fx()} x {0},{0} x R : k eN}.
Now apply Theorem B.6. (]

We will now construct a sequence (€™),, of economies with finitely many consumers converging
to £. We let

E" = ((I“,an,a),ﬁp,X”,>-",e") ,

where I = {i € S™: u(A?') # 0} is the finite set of consumers; o is the counting measure on
I™; for each agent i € I", the consumption set is defined by X7 := p(A7?)X (al') = ££, the initial
endowment is defined by e}’ := p(A})e(a}) and the preference relation is defined by z’ > z if and
only if (2'/u(A})) =anr (x/u(A7)). In particular, the correspondence of strictly prefered bundles
P from X7 to X is defined by P/*(x) = u(A})Par (v/p(A})), for each z € X7

Claim 5.2. There exists a feasible allocation (x7');crn for the finite economy E™, a non-zero price
p" and a w*-compact set K C {1 such that

(1) for each i e I™, (p™, z') = (p™, el'), and z € Pl (x}) implies (p™,z) = (p™,z}); and
(2) p™ € K with (p",w) = 1.

4We refer to Appendix B for definitions and notations.

SFollowing notations of Section B.2, if f is function from € to £7, then for each n, {f()}™ = {f™()}.

61f F and G are two correspondences from 2 to ¢P, then we let F' X G be the correspondence from €2 to £P x P,
defined for each a € Q by (F x G)(a) = F(a) x G(a).
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Proof. If the economy & is strong-uniformly proper then each economy £™ satisfies the assumptions
of Theorem A.l. In particular if we let K := {q € ¢?: (¢q,w) = 1 and (¢,I') > 0}, where
F={zel: (o) > (8,27)}, then Claim 5.2 is proved.

If the economy & is separably proper then for each n large enough, apw; > 0. Hence the economy
E" satisfies the assumptions of Theorem A.3. In particular for each n, [|p"|, < (1/axwy) 18],

Since (w})n is norm-convergent to wk if follows that the sequence (p"), lies in a norm-bounded
set K C ¢4. In particular, Claim 5.2 is proved. O

If we denote by 2™ and e™ the Bochner integrable mappings defined by
"= Z zixar and e":= Z e; X Ar
ieln ieln

then

(5.1) /x"d,u:/e”du
Q Q

(5.2) forae. acQ, (p",z"(a))=(p",e"(a)) and =ze€ Pr(z"(a))= (p",2) = (p",e"(a))

(5.3) p" € K and (p",w)=1.

The set K is w*-compact. Since ¢P is norm-separable, passing to a subsequence if necessary, we
can suppose that (p™),, converge to a non-zero price p € £? which satisfies (p,w) = 1.

For each z € £, [|z||, < [[z]l;; and for each y € £%, ||z +y||, = [[z]l; + [[y[l,- Hence from (5.1),
we have

/Q le" (@), du(a) < / (@)l dis(a) = / le™ (@)l du(a).

Applying Claim 5.1, the sequence of Bochner integrable mappings (z™),, is mean norm-bounded,
ie.

sup [ " (@), dufa) < +o.

Passing to a subsequence if necessary, we can suppose that w-lim,, fQ z"dp exists in /P. Applying
Fatou’s Lemma (Theorem C.1) of Cornet—Martins-da-Rocha [6], there exists a Bochner integrable
mapping x from € to ¢P such that

(5.4) / zdpy < w-lim [ z™dp
Q moJa
(5.5) z(a) € €0 w-ls,{xn(a)} ae.

Claim 5.3. The Bochner integrable mapping © satisfies /

xdug/edu.
Q Q

Proof. This is a direct consequence of Claim 5.1, (5.1) and (5.4). O

Claim 5.4. For almost every a € Q, xz(a) € /. and z € P,(x(a)) implies (p,z) > (p,e(a)).
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Proof. Consider Qo = J,,cn 2\ (Uicrn A7), then () = 0. Let ' be a measurable subset of
Q\ Qo with p(Q\ Q') = 0 and such that all almost everywhere assumptions and properties are
satisfied for each a € V.

Since X (a) = ¢4 is closed convex, we have that for each a € ', 2(a) € X (a). We will now prove
that for each a € ', if z € P,(x(a)) then (p,z) > (p,e(a)). Let a € Q' and let z € P,(x(a)). Since
5 = s-cl{fr(a) : k€ N}, we can suppose (extracting a subsequence if necessary) that (fx(a))x
is s-convergent to z. But P,(x(a)) is s-open in ¢4, thus there exists ko € N, such that for each
k > ko, fx(a) € P,(xz(a)). To prove that (p,z) > (p,e(a)), it is sufficient to prove that for each k
large enough, (p, fr(a)) = (p,e(a)). Now, let k > kq.

Claim 5.5. There exists an increasing function ¢ : N — N such that
Vn e N, f‘p(n (a) € PF™ (m“"(”)(a)) .

Proof. Suppose that for each increasing function ¢ : N — N, there exists an increasing function
¢ : N — N, such that:

vneN, z#°?M(g) e Rfo¢(n) (a).
Let £ € w-1s{z"(a) : n € N}, then there exists a subsequence (2% (a)),, w-converging to /.
In particular (z%°?(")(a)),, is w-convergent to £. It follows that there exists v > 0 such that for
each n, 2¥°?(")(a) belongs to vB. In particular, d(z¥°?(") (a),Rff)j&(n)(a)) = 0. Applying Claim
5.1, it follows that d(¢, Ry, (a)) = 0. Since Ry ,(a) is w-closed and d coincide with w on vB, we

have that ¢ € Ri(a). Thus w-ls{z"(a)} C Rg(a), and under Assumption 3.2, this implies that
o w-ls,{z,(a)} C Ri(a). It follows that z(a) € Ri(a), i.e. fr(a) € Pa(z(a)): contradiction. O

With Claim 5.5 and (5.2), for each n, <p‘P(”), f,f(n) (a)> <p*0(") er(n > Passing to the limit,
we get that <p5 fk(a)> = <pa e(a)>. U

Now let T be the Bochner integrable mapping from €2 to ¢P defined by
Va €Q, Z(a)==z(a)+ (1/p(Q)) / (e — x)dp.
Q

Claim 5.6. The pair (Z,p) is an equilibrium of £.

Proof. Since [, (e — x)dp > 0, Assumption 3.1 implies that Z(a) € £ and Py(Z(a)) C Pa(z(a)).
In particular the allocation 7 is feasible and for each a € ', if z € P, ( (a)) then (p,z) = (p,e(a)).
Since >, is monotone, it follows that Z(a) belongs to the norm—closure of P,(Z(a)), in particular
(p,%(a)) = (p,e(a)). But [,Zdu = [, edp, it follows that for almost every a € Q, (p,z(a)) =
(p,e(a)). To prove that (Z,p) is an equilibrium, it is now sufficient to prove that for almost every
a €,

inf{{p.2) : 2 € 1} < {pe(a)).

Let B :={a € Q: (p,e(a)) > 0}. The set B is measurable and since (p,w) = 1, u(B) # 0. Now
for each a € B, inf{(p,2) : z € 1} < (p,e(a)) and z € P,(Z(a)) = (p,z) > (p,%(a)). It follows
that

VYa € B, z € P,(Z(a)) = (p,z) > (p,%(a)).



EQUILIBRIA IN SECURITY MARKETS WITH A CONTINUUM OF AGENTS 11

The preference relation >, is monotone, i.e. for each z > 0, Z(a) + z € P,(Z(a)). It follows that
for each z > 0, (p,z) > 0. Now from Assumption 3.1, for each a € ©, e(a) > 0, hence

inf{(p,z): z€ £} =0 < (p,e(a)).

APPENDIX A. FINITELY MANY CONSUMERS

We suppose in this section that the economy is finite in the sense that the set of consumers
(Q, A, ) is (I,27,0) where I is a finite set, 27 is the o-algebra of all subsets of I and o is the
counting measure.

A.1. The general case. If £ is strong-uniformly proper then we denote by I' the norm-open
convex cone defined by I' = {z € 7 : (a,z") > (B,27)}.

Theorem A.1. Let £ be a finite economy satisfying Assumptions 3.1-3.4. If € is strong-uniformly
proper then there exists a pair (x,p) consisting of a feasible allocation x and a non-zero price p
such that

(1) fOT’ each i € I} <pa I1> = <p7 6i>7 and z € P)l(xl) Zmplzes <p7 Z> P <pa xi>;
(2) (p,w)=1 and (p,T") > 0.

Proof. Since order intervals [0,2] = {y € P: 0 < y < z} are w-compact, following Florenzano [§],
there exists a feasible allocation z = (x;); such that”

0 ¢ G(z) = co | J[Pi(x;) — ei].
i€l
Lemma A.2. G(z)N-T = 0.

Proof. To see this,® assume by way of contradiction that G(z) N —I" # (. Then there exist v € T,
(Ai)i with \; > 0, Zl A; =1 and (ZL)z with z; € Pz(xz) such that

Z/\izi +7= Z/\iei~

Suppose first that v > 0. For each ¢ € I, we set y; := z; + . Then y; >; z; for each i since
preference relations are strictly monotone, whence y; >; x; by transitivity. One the other hand,

D> Ay =) e

and we have thus got a contradiction.
Thus suppose that v~ # 0. We must have vy~ < >, Aj2;, so by the Riesz decomposition theorem
there exist elements u; > 0 such that u; < z; and Zz Aiu; =y~ . Set for each 1,

_ <57uz> +
ST
Since {a,y") > (3,77) by definition of T,
<CY,UZ‘> = m <Oé,’}/+> 2 <ﬁaui>7

In fact x is an Edgeworth equilibrium of €.
8The argument given in the sequel to establish this lemma is taken from Zame [23] and Podczeck [20].
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with stirct inequality if u; # 0. Hence because u; < z; and v; > 0, we have z; —u; +v; =; %
for each i (in fact, z; — u; + v; =; 2; in case u; # 0), and therefore by transitivity of preference
relations, z; — u; +v; =; ;. Also

Z)‘ % — s+ v3) ZAZ’ - +< <Z)\uz +7Ze“

again we get a contradiction. O

Following Lemma A.2, since I is s-open, it follows from the separation theorem that there exists
some non-zero linear functional p € ¢7 with (p,g) > — (p,v) for each g € G(z) and v € T. Tt is
now routine to prove that (x,p) satisfies properties (1) and (2) of Theorem A.1. O

A.2. The separable case. We recall that a utility function u : #£ — R is called separable if there
exists for each n, a function vy, : [0,400) — R concave and stricly increasing such that

Ve e, u(z)= Z U (Th).
neN

Theorem A.3. Let &£ be a finite economy satisfying Assumptions 3.1-3.4. If € is separably proper
then there exists a pair (x,p) consisting of a feasible allocation x and a non-zero price p such that
(1) for eachie I, (p, :U1> (p,ei), and z € P;(x;) implies (p, z) = (p,z;);
(2) (p,w) =1 and |pll, < (1/cxwi) [1B],-

The proof of Theorem A.3 is mostly inspired by the proof of Theorem 3 in Araujo-Monteiro [3].

Proof. We prove Theorem A.3 in two steps. For the first step, we suppose that the economy
satisfies an additional assumption on the initial endowments.

Step 1: Strictly positive initial endowments. Suppose that for each i, e; is strictly positive.
Let E“ be the vector space of all z € ¢P such that there exists r > 0 satisfying —rw < z < rw.
From Lemma 1 in Araujo-Monteiro [3], there exists a pair (z,p) consisting of a feasible allocation®
x and a non-zero linear functional p : E¥ — R such that p is positive, i.e. (p,z) > 0 for each
z € EY; (p,w) = 1 and such that

Viel, (p,xz;)={(p,e;) and z€ P(x;)NEY = (p,z)=(pe;).

Now there exists ¢ with (p,e;) > 0, and since w; is strictly monotone, p is strictly positive, i.e.
(p,z) > 0 for each 0 # z € EY. In particular (p,e;) > 0 for each i € I. By the concave alternative
(see Lemma 5 in [3]), for each i there exists A; > 0 such that

(A1) Vze BY, wui(z) —ui(xs) < N (p,z— ).

For z € f we define S(z) = {h € ?: 3t > 0, z+th > 0} and I(z) = S(z) N —S(2). Using (A.1)
like in [3], we have

(A.2) VheI(zi)NEY, Ni(p,h) <Y i, (@in)hn.

n

9Note that if z is a feasible allocation then x; € E¥.
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Since e; is striclty positive for each i, we have that b := inf{e;: i € I} is strictly positive. Hence
E? is norm-dense in /?. From this we conclude that if p is norm-continuous on E® then we can
extend it to a linear functional still noted p in £9, such that (z,p) satisfies

Vi € 17 <p7 1'1> = <pa ei> and z € B(xl) = <p7 Z> P <p7 6’i> .
So let us prove that p is norm-continuous on E°.

We define for each n, I, :={i € I : x;, > e;,,} and for each ¢ we define N; ={neN: (=
min [, }. Since z is a feasible allocation, we have I,, # () for every n and (N;); is a partition of N.
Take h € E®, there exists r > 0 such that —re; < h < re; for each 5. Now let h* € E? be defined
by

i _ (pi i _J |hal i meN;
h* = (h})n, where h} = { 0 if ngN,
As h? belongs to I(z;), it follows from (A.2) that'°

X by <N v @)l <0 v, (e |l

neN; neN;
Since p is positive, we have that | (p,h) | < 3, (p,h’). It follows that

[ h) <Y (/A) D vi ()l
[ neN;
We define u}(z) - b = lim, o (1/7)(ui(z +rh) —u;(z)) for each z € £ and each h € S(z). It follows
from (A.1) and separable properness that

0 < apwr < uh(x;) - w < N\,

In particular

[, 1) | < (Lawwn) Y- Y o7 (esn)ln] < (Varwr) Y Bulhal < (1/creor) 1811, 1A,

i neEN; neN

From separable properness we have that ||6||q < 400. This proves the norm-continuity of p on E°.

Step 2: Positive initial endowments. Let £ be a separably proper finite economy satisfying
Assumptions 3.1-3.4. Let v be a strictly positive vector of P and consider £" the economy
defined by & = (I,¢?, X, >,e™) where e := ¢; + (1/n)v. Since v; (e}') < v; (e;), the economy
E™ is separably proper and satisfies Asssumptions 3.1-3.4. Applying Stepl, there exists a pair
(z™,p™) consisting of a feasible allocation ™ and a non-zero price p™ such that for each i € I,
(p,27) = (p,€f), z € Py(a7') implies (p", z) = (p", z7), (p",w") = 1 and []p"||, < (1/arwi) (6],

Since the sequence (w}),, is norm-convergent to wy, it follows that the sequence (p™),, is norm-
bounded, and passing to a subsequence if necessary, we can suppose that the sequence (p™),, is
w*-convergent to a price p € ¢4 with |[p[|, < (1/axws) ||B]|,- Moreover, since (p",w") = 1 it follows
that (p,w) = 1.

For each ¢, =" belongs to the interval [0,w + v], in particular, passing to a subsequence if
necessary, we can suppose that (a'), is w-convergent to x; € Eﬁ. Moreover, since ) . a7 = w",
we have that z is a feasible allocation for the economy £. It is now routine to prove that for each
ie€l, (p,a;) = (p,ei), and z € P;(x;) implies (p, z) > (p, z;). O

10Note that v, ,, is a decreasing function.
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APPENDIX B. MEASURABLE CORRESPONDENCES

We consider (2,4, ) a finite complete measure space and (D, d) a separable metric space.
We recall that a function f : Q — D is measurable if for each open set G C D, f~1(G) € A
where f7}G) := {a € Q : f(a) € G}. A correspondence F : Q — D is graph measurable if
Gr:={(a,z) e Qx D : xz € F(a)} € A® B(D), where B(D) is the o-algebra of Borelian subsets
of D.

B.1. Measurable selections. Following Aumann [5], graph measurable correspondences have
measurable selections.

Theorem B.1. Consider F a graph measurable correspondence from Q into D with non-empty
values. If (D, d) is complete then there exists a sequence (zp)n of measurable selections of F, such
that for each a € Q, (zn(a))y, is d-dense in F(a).

B.2. Discretization of measurable correspondences.

Definition B.2. A partition o = (A;);er of  is a measurable partition if for each i € I, the set
A; is non-empty and belongs to A. A finite subset A% of  is subordinated to the partition o if
there exists a family (a;)ier € [[;c; Ai such that A7 = {a; : i€ I}.

Given a couple (0, A7) where o = (4;);cr is a measurable partition of 2, and A7 = {a; : ¢ € I}
is a finite set subordinated to o, we consider ¢ (o, A?) the application which maps each measurable
function f to a simple measurable function ¢(c, A%)(f), defined by

¢lo, A%)(f) == flai)xa, ,
i€l
where y 4, is the characteristic'! function associated to A;.

Definition B.3. A function s: Q — D is called a simple function subordinated to f if there exists
a couple (0, A7) where o is a measurable partition of Q, and A is a finite set subordinated to o,
such that s = ¢(o, A7)(f).

Given a couple (0, A”) where o = (4;)ies is a measurable partition of €2, and A% = {a; : i € I}
is a finite set subordinated to o, we consider (o, A7), the application which maps each measurable
correspondence F :  — D to a simple measurable correspondence (o, A?)(F), defined by

¢(U7 AU)(F) = ZF(GZ)XAl
el
Definition B.4. A correspondence S : 2 — D is called a simple correspondence subordinated to a

correspondence F if there exists a couple (o, A?) where ¢ is a measurable partition of Q, and A
is a finite set subordinated to o, such that S = ¢(o, A7)(F).

Remark B.5. If f is a function from Q to D, let {f} be the correspondence from € into D, defined
for each a € Q by {f}(a) := {f(a)}. We check that

(o, A7)(F) = {¢(0, A7)(f)} -

HThat is, for each a € €, x4,;(a) =1if a € A; and x4, (a) = 0 elsewhere.
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The space of all non-empty subsets of D is noted P*(D). We let Ty, be the Wisjman topology
on P*(D), that is the weak topology on P*(D) generated by the family of distance functions
(d(x,))aen-

Hereafter we assert that for a countable set of graph measurable correspondences, there exists a
sequence of measurable partitions approximating each correspondence. The proof of the following
theorem is given in Martins-da-Rocha [13].

Theorem B.6. Let F be a countable set of graph measurable correspondences with non-empty
values from Q into D and let G be a finite set of integrable functions from ) into R. There exists a
sequence (o™)y, of finer and finer measurable partitions o™ = (A});ern of Q, satisfying the following
properties.

(a) Let (A™),, be a sequence of finite sets A™ subordinated to the measurable partition o™ and
let F € F. For each n € N, we define the simple correspondence F™ = (o™, A™)(F)
subordinated to F. Then for each a € Q, F(a) is the Wijsman limit of the sequence
(F™(a))n, i.e.,

VaeQ, VxeD, limd(z,F"(a))=d(z, F(a)).
n
(b) There exists a sequence (A™), of finite sets A™ subordinated to the measurable partition

o™, such that for each n, if we let [ := ¢(c™, A™)(f) be the simple function subordinated
to each f € G, then

Vi€G, VYaeQ, [fMa)<1+Y lgla)l.

9€g

In particular, for each f € G,

lim [ |f"(a) - f(a)ldu(a) = 0.
Q

n—oo

Remark B.7. The property (a) implies in particular that, if (z™), is a sequence of D, d-converging
to z € D, then

Va € 2, limd(z", F"(a)) = d(z, F(a)).
It follows that if F' is non-empty closed valued, then property (a) implies that
VYa € Q, 1s,F"(a) C F(a).
ApPPENDIX C. FATOU’S LEMMA
The proof of the following theorem is given in Cornet—Martins-da-Rocha [6].

Theorem C.1. Let (2, A, 1) be a finite positive complete measure space. Let (f,)n be a sequence
of Bochner integrable mappings from € to ﬁﬁ_, which is mean norm-bounded, i.e.

sup [ [1£,(0)], di(a) < -+ox.

Suppose that w-lim, fQ fndu exists in £P then there exists a Bochner integrable mapping f such
that

i < w-tim [ fudy
Q noJa
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and

fla) € w-ls, {fn(a)} a.e.

Moreover

10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

/ | F(@)l, dp(a) < sup / (@I, du(a).
Q n Q
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