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Abstract

Introduction: This article explores the occurrence of suspicious betting or trades among individuals with incomplete
preferences when they have access to convex choice sets. Unlike standard economic models that often inhibit such trades due
to incomplete preferences, our study reveals a significant shift in this paradigm. We argue that decision-makers with shared
tastes and attainable sets can mutually benefit from suspicious trades, particularly concerning the allocations of public state.
Moreover, we propose a framework that internalizes these allocations, which are traditionally viewed externally in existing
literature.

Method: The analysis is structured around a two-stage equilibrium process. In the first stage, isolated individuals assess
their attainable sets, denoted as Z™, to determine their individual outcomes or autarky. These individual outcomes become
exogenous data for a subsequent exchange equilibrium problem, enabling trade between individuals. This model assumes
that individuals can independently and unpredictably acquire their outcomes, engaging in trade without the influence of new
markets.

Results: Our findings highlight that when individuals are capable of identifying suspicious trades, particularly in public
state allocations, they can enhance their decision-making efficiency. The model reveals that individuals with similar
preferences benefit from these trades, leading to effective resource allocation even in the presence of incomplete preferences.
Additionally, we present a transferable differential representation of public state allocations, establishing conditions under
which suspicious trades emerge or fail to materialize.

Discussion: This exploration significantly contributes to the understanding of economic dynamics involving incomplete
preferences and convex choice sets. By providing a framework for internalizing public state allocations, we contrast with the
traditional understanding in which these states are viewed as exogenous. Our study highlights the potential for decentralized
decision-making among individuals and offers a nuanced perspective on how suspicious trades can facilitate beneficial
arrangements in economic interactions. This model encourages a reevaluation of existing theories concerning preference
completeness and trade, indicating that avenues for collaboration can exist even within seemingly mismatched preferences.
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