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In this article we consider a two-person red-and-black game with lower limit. More
precisely, assume each player holds an integral amount of chips. At each stage, each
player can bet an integral amount between a fixed positive integer £ and his possession
x if x > ¢; otherwise, he bets all of his own fortune. He might win his opponent’s
stakes with a probability that is a function of the ratio of his bet to the sum of both
players’ bets and is called a win probability function. The goal of each player is to
maximize the probability of winning the entire fortune of his opponent by gambling
repeatedly with suitably chosen stakes. We will give some suitable conditions on the
win probability function such that it is a Nash equilibrium for the subfair player to
play boldly and for the superfair player to play timidly.

1. INTRODUCTION

One of most interesting examples in Dubins and Savage [4] is the famous red-
and-black gambling problem. In a discrete version of red-and-black game, a player
beginning with a positive integral fortune of x units can stake any positive integer
amount a < x. His fortune becomes x + a if he wins with a fixed probability w
(0 < w < 1) and x — a if he loses with probability 1 — w. The player seeks to maxi-
mize the probability of reaching a prespecified goal M by gambling repeatedly with
suitably chosen stakes. Dubins and Savage [4] showed that in the subfair case (i.e.,
w < 1/2), an optimal strategy is a bold play, which corresponds to always betting the
entire fortune or just enough to reach the goal, whichever is smaller. This seems intu-
itively reasonable in that a shorter game seems to give a better chance to the subfair
player since he will surely lose in the long run. In the superfair case (i.e., w > 1/2),
Ross [8] proved that it is optimal for the player to bet timidly—that is, always to stake
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1 unit of his current fortune at each stage. Intuitively, if the player is superfair, to
prolong the game is better for him.

The discrete version of red-and-black game has been extended in several ways.
One of the extensions is a two-person red-and-black game that was introduced by
Secchi [9]. Then Pontiggia [6] proposed two different formulations of two-person
red-and-black models, in which two players hold a positive integer fortune and they
both aim to win the entire fortune of his opponent. At each stage, each player’s
win probability is not fixed but depends on both players’ bets. She showed that,
in each model, a bold strategy is optimal for subfair player while the superfair
player plays timidly, and a timid strategy is optimal for superfair player while the
subfair player plays boldly; we usually say that it is a Nash equilibrium for the sub-
fair player to play boldly and for the superfair player to play timidly. Chen and
Hsiau [2] extended Pontiggia’s results to a two-person red-and-black game with
bet-dependent win probability functions. They showed that if the subfair player’s
win probability function f is convex and satisfies that f(0) =0, f(s) <s, and
ff(@) <f(st) for all 0 <r <s <1, then it is a Nash equilibrium for the sub-
fair player to play boldly and for the superfair player to play timidly. Recently,
Chen and Hsiau [3] also gave two new models of a two-person red-and-black game.
One is called a bet-exchangeable game, in which at each stage there is a positive
probability that two players exchange their bets. The other one is called a stage-
dependent game, in which the win probability functions are stage-dependent. In
each model, they showed that under some suitable conditions, it is a Nash equi-
librium for the subfair player to play boldly and for the superfair player to play
timidly.

Pontiggia [6] also introduced an N-person model, called a proportional N-person
red-and-black game, and proposed a conjecture about it. For this, Chen and Hsiau [2]
gave a counterexample of the conjecture and Chen [1] showed that the conjecture
is true in a proportional three-person red-and-black game with suitable weights of
players. In [7], Pontiggia proposed an N-person nonconstant sum game, for which
she gave some suitable conditions on the winning probability function to ensure that
it is a Nash equilibrium for each player to play boldly.

In this article we consider a two-person red-and-black game with a lower limit.
More precisely, assume each player holds an integral amount of chips. At each stage,
each player is allowed to bet an amount between a given number £ and his own current
fortune x if x > £; otherwise, he bets all of his own current fortune.

Denote the two players by [ and II. Let M > 2 be the total amount of chips in the
system and let S = {0, 1,..., M} be the state space of fortune of each player in the
game. If player I has x chips, let

{x} ifxe{l,2,...,0—1}
A =6 e+1,...,x} ifxeft,...,M—1)
{0} if x € {0, M}
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be the action set for player I and let

(M — x) ifxe M —C+1,M—0+2,....M—1}
An) = {6, e+1,... .M —x} ifxefl,....M— 0}
{0} if x € {0, M}

be that for player II. Assume that each player chooses his action without any knowledge
of the action chosen by the other. The goal of each player is to maximize his probability
of taking all the chips (i.e., reaching M).

Let f be a function from [0, 1] to [0, 1] with £(0) = 0 and f(s) < s. Suppose at
stage m, player I has x,, chips and bets a,, € A1(x,,) chips, whereas player II bets
by, € An(x,,) chips. The law of motion for player I is defined by

am
m + D ith probabilit
Xm + with probability f(am+bm>
Xm+1 =

am
m — A, With probabilit 1— s
Xm —a p y f <am n bm>
for 1 <x, <M — 1, and by x,,1; = x,, with probability 1 for x,, =0 or x,, = M.
This means that once one of the players reaches M, the state of neither player can
change. For convenience, we call this game an £-lower-limit game.
Since f(s) < s, we see that

Elxpi1lxn] = (on + bm)f( o ) + (X — am)(l _f< A ))

a, + b, am + by,

A
= Xm m Z/)m —dm
st b () —a

= Xm

for 1 <x, <M — 1 and that E[x,, 1| |x,,] = x,,, if x,, = 0 or x,,, = M. Therefore, the
process, {X,}m>1, of the fortune of player I is a supermartingale. This means that the
game is subfair (or unfavorable) to player I and superfair (or favorable) to player II.
Notice that if f(s) = s, then E[x,,+1 | xX] = Xy, that is, if f(s) = s, then the game is
fair to both players.

For an {-lower-limit game, we need to modify a timid strategy as the strategy
in which the gambler, whose current fortune is x, always stakes min{¢, x} at each
stage. A bold strategy is, as usual, that a player always stakes his entire fortune at
each stage of the game. For convenience, the profile (bold, timid) will denote that
player I always plays boldly and player II always plays timidly. If a bold strategy is
optimal for player I while player II plays timidly and a timid strategy is optimal for
player II while player I plays boldly, then we say that the profile (bold, timid) is a
Nash equilibrium.

Note that if £ = 1, this model is just the model proposed by Chen and Hsiau
[2]. In this case, if the win probability function f is convex and satisfies that
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f()f (1) < f(st), then the profile (bold, timid) is a Nash equilibrium. However, for
£ > 2, a win probability function f satisfying the above two conditions cannot ensure
that the profile (bold, timid) is a Nash equilibrium. For example, if f(s) = sw with
0 < w < 1, thenf is convex and satisfies that f (s)f (f) < f(st), but for £ > 2, the pro-
file (bold, timid) is not a Nash equilibrium; more precisely, if M = € + 2, w = 3/4,
and player I has £ 4 1 units, then while player II plays timidly, for player I to bet £
units at first stage and then to play boldly is better than always playing boldly.

The structure of this article is as follows. In Section 2 we give the main result, in
which some suitable conditions on the win probability function are proposed such that
the profile (bold, timid) is a Nash equilibrium for an £-lower-limit game. Moreover,
some related results and several examples are given. Finally, the proof of the main
result is provided in Section 3.

2. MAIN RESULTS

In the following, some suitable conditions on the win probability function are provided
such that the profile (bold, timid) is a Nash equilibrium for an ¢-lower-limit game.

THEOREM 2.1: In an L-lower-limit game, assume that the win probability function f
satisfies that

-5
s+ (1 —9)h(s)’
f)fW) <f&f@® forall0 <s<u<v<t<1withst=uv. 2.2)

f(s) = where h(s) is decreasing and h(s) > 1, 2.1)

Then the profile (bold, timid) is a Nash equilibrium. If, in addition, h is strictly decreas-
ing and f(w)f (v) <f()f () for all 0 <s <u <v <t =<1 with st =uv, then the
profile (bold, timid) is the unique Nash equilibrium.

The proof of Theorem 2.1 will be given in Section 3. Note that if f; and f, are
two win probability functions, then fi o /2(0) = f1(0) = 0 and fi o f2(s) < fo(s) < s,
which implies that f o f; is also a win probability function. This simple observation
induces the following interesting result about how to produce more win probability
functions such that the profile (bold, timid) is a Nash equilibrium for an £-lower-limit
game.

THEOREM 2.2: Let fi and f> be two win probability functions. Suppose that for each
i = 1,2, f; satisfies (2.1) and (2.2). Then the profile (bold, timid) is a Nash equilibrium
for an C-lower-limit game with the win probability function fi o f>.

PrOOF: If we can prove that fj o f; satisfies that (2.1) and (2.2), then by Theorem 2.1,

the profile (bold, timid) is a Nash equilibrium for an ¢-lower-limit game with the win
probability function f; o f>.
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Note that
_ f2(s)
Jre ™ = S = A (B
S
T s+ (0 —9B(0 —A6)/0 = 9hE ()
S
s+ (1= ) (s)hy (f2(s))

L
s+ (1 —s)h(s)’

where h(s) = hy(s)(hy o f2)(s). Since h;(s) > 1 for all i = 1,2, it follows that A o
f>(s) = 1 and so h(s) > 1. Moreover, because 5, is decreasing, it follows that (1/t-1)
() < (/s — 1)hy(s) if t > s > 0, which implies that

N

t+ (1 —0h(t) = s+ (1 —s)ha(s)

L) = = f2(s)

ift >s > 0.Fort>s=0,itis clear that 0 = f5(s) < f>(¢). Therefore, f, is increas-
ing and so (h; o f5)(¢) < (hy o f2)(s) since hy is decreasing. This implies that h(¢) =
hy (1) (hy o o) () < ha(s)(hy o f2)(s) = h(s) if t > s; that s, & is decreasing. So, f] o f>
satisfies (2.1).

To prove that fj o f satisfies (2.2), suppose 0 < s < u <v < < 1 with st = uv.
If f2(t) =0, then fr(u) = fo2(v) = fo(s) = 0 since f, is increasing. Therefore, [f o
LI o o] = 0= [fi o f2($)]lf1 0 ()]

If f2(1) > 0, let r = f(w)r(v)/f2(t). Then 12(t) = HLW)fH (V) < fo(s)f2(2) and
so 0 <r <fp(s). Since f, is increasing and s <u <v <t¢, we see that f>(s) <
L) <fo(v) < fa) andsor < fo(u) < fo(v) < f2(r). Therefore, fi (f2(w)f1 (2(v)) <
S1iOfi(2(2)). Moreover, fi(r) < fi(f2(s)) since f; is increasing. This implies that

SIMOAE() < filh(s)f1(f2(2)) and so f of; satisfies (2.2). Hence, the proof is
complete. |

Next, we apply Theorems 2.1 and 2.2 to two specified win probability functions,
which are proposed by Pontiggia [6] and Chen and Hsiau [2].

Example 2.1: Let h(s) = w/w with 0 <w < 1/2 and w =1 —w. Then the win
probability function is

S . Sw
s+ A —s)w/w)  sw+ (1 —s)w’

fls) =
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It is clear that &(s) is decreasing and h(s) > 1, so f satisfies (2.1). Moreover, for all
O0<s<u<v<t<1withst =uy,

SwW w uw vw
FEOF®O =f@f ) = (sw+s~w><rw+iw> - <uw+m‘v)<vw+wv>

_ w2 (1l —2w)st(s +t —u —v)
T Lsw + swlliw + twlluw + aw][vw + ]’

where y =1 —y. Since st = uv, we have t(s+t—u—v)=C—u)t—v) >0,
which implies that f(s)f () —f(u)f (v) > 0 and so f satisfies (2.2). According to
Theorem 2.1, we see that the profile (bold, timid) is a Nash equilibrium for an £-lower-
limit game with win probability function f(s) = sw/[sw + (1 —s)w], 0 <w < 1/2
andw=1—w.

Example 2.2: Let h(s) = (1 — s%)/(s%~! — %) for some 6 > 1. Then the win proba-
bility function is

s B s s
s+ —s)h(s) s+ (1—s)/s5"1

It is easy to check that 4(s) > 1. Note that #'(s) = (§s — sS+1- 8)/[s5(1 —5)?]and
8s—s'+1—8 <0forall0 < s < land8 > 1.Thus, #'(s) < Oon (0, 1) and so A(s)
is strictly decreasing. Moreover, forall0 < s < u <v <t < 1 with st = uv, itis clear
that f satisfies (2.2). By Theorem 2.1, we see that the profile (bold, timid) is a Nash
equilibrium for an £-lower-limit game with the win probability function f(s) = s°,
5> 1.

fls) =

Example 2.3: Let fi(s) = sw/[sw + (1 — s)w] and f5(s) = s°, where 0 < w < 1/2,
w=1-—w, and § > 1. From Examples 2.1 and 2.2 and Theorem 2.2, the profile
(bold, timid) is a Nash equilibrium for an £-lower-limit game with win probability
function fj o f5.

Furthermore, note that

S(SW N

fiofa(s) = sSw+ (1 —sHw - s+ (1 = s)h(s)’

1—s° w
o= (75)(0)
It is not difficult to show that 4(s) > 1 and
, Ss—s*+1—=87(w
RS =|—a—a [\ )
(1 —5) w
Since §s — 5% + 1 — 8 < Oforall0 < s < 1 and § > 1, this implies that //(s) < 0 and
so h is strictly decreasing. Moreover, forall 0 <s < u <v <t < | with st = uv,

where
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(f1 0 2())(f1 0 2(1)) — (fi 0 (W) (f1 0 f2(V))
S6f5W2 l/t(SV(SW2
T Pwt (= )witw+ (L— )] [@w + (1 — @)yw][Pw + (1 — vO)w]

_ w2in(1 — 2w)s? 0 (s? + 1% — ub — %)
T Sw A+ (1= sHWIEw + (1 — )w]l[wdw + (1 — ud)wlvPw + (1 = v)w]’

Since 1 — 2w > 0and °(s® + % —u? —v%) = (#* — u®)(¥® — %) > Oforall0 < w <
1/2and 0 <s <u <v <t < 1 with st = uv, it follows that (f; o f>(s))(fi o f2(?)) >
(fi ofo(m))(fi of2(v)). By Theorem 2.1, it follows that the profile (bold, timid) is the
unique Nash equilibrium for an £-lower-limit game with win probability function

fiofo.

3. PROOF OF THEOREM 2.1

To prove that the profile (bold, timid) is a Nash equilibrium is to prove that a bold
strategy is optimal for player I while player II plays timidly and a timid strategy is
optimal for player II while player I plays boldly. Therefore, we first prove that if f
satisfies (2.1), then a bold strategy is optimal for player I while player II plays timidly
in an £-lower-limit game.

THEOREM 3.1: In an £-lower-limit game, if f satisfies that f (s) = s/[s + (1 — s)h(s)],
where h(s) is decreasing and h(s) > 1, then a bold strategy is optimal for player I
while player Il uses a timid strategy.

PROOF: Assume player II plays a timid strategy. If player I uses a bold strategy, set
Q(x) = P(player I reaches M with an initial fortune x).

The corresponding law of motion at stage m for player I having x,, units and playing

boldly is given by
+¢  with probability f( —
X with probabili —_—
p y P
Xm+1 = X
0 ith probability 1 — -
with probability f<xm+€)

ifl <x, <M-—1{,by
. o Xm

M with probability f (—)

Xm+1 =

0 with probability 1 — f<x—’">

ifM — ¢ <x, <M — 1, and by x,,| = x,,, with probability 1 if x,, = 0 or M.
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From this, it is not difficult to derive the recursive relations:

Q(x):f(ﬁ)Q(x—i—Z) if l<x<M-—¢ 3.1)

and
0(x) :f(]%)Q(M) if M—t<x<M. (3.2)

Note that Q(0) = 0 and Q(M) = 1. Therefore, Q(x) = f(x/M) if M — ¢ <x < M.
For 1 <x < M — ¢, there exists a positive integer n such thatn¢ < M —x < nl 4 ¢.
Using (3.1) repeatedly yields that

n—1

0() = f(r)Q(x +0) = f(r)f () Q@ +20) = - - = <Hf(rx+ie)>Q(x +nt).
i=0

Since M — ¢ <x+nl <M, itfollowsthatforl <x <M — ¢,

n—1

¥4
Hf(l’x+iz)>f<x —;In ) 3.3)
i=0

In order to prove that a bold strategy is optimal for player I while player II plays
timidly, it suffices to show that Q(-) is excessive (see [5, Thm.]) or, equivalently, that
the following two inequalities hold:

n—1
O(x) = (Hf(rx+iz)) Q(x +nt) = (
i=0

a a
f(—aH)Q(xHH (1 —f<m>>Q(x—a) < Q) (3.4)

foreveryx € {1,...,M — ¢ — 1} and every a € Ay;

a a
f<a+T_X>Q(M) + (1 _f<a+T—x>>Q(x —a) < Q) (3.5)

foreveryx e (M — ¢,...,M — 1} and every a € Ay.
To prove (3.4), let r, = x/(x 4+ £). From (3.1), we have Q(x + £) = Q(x)/f (ry)
and so (3.4) becomes

S

. 3.6
) ) O(x) (3.6)

(1 =fE )0 —a) < (1

If 1 <x<{, then a € A; = {x} and hence (3.4) holds for 1 <x <. If x €
{¢,...,M — ¢ — 1}, then a > £. This implies that there exists a nonnegative integer m
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such that n€ +ml <M —x+a <nl+ml+ L. Let g(s) =1/[s+ (1 — s)h(s)].
Then f(s) = sg(s). By (3.3), it follows that

n—1 n—1
+ nt + nt
Okx) = (grxﬁe)(ljg(rxﬁe)) <x Mn )g(x Mn )

<1"[g<rx+le>> (x - ”Z)

n+m—1
— —a+nl+mt
Q(x—a)=’%( I1 g(rx_aﬂe))g()%).

i=0

Ex

and

Therefore, (3.6) becomes

n+m—1
—a+nt+me
<1—f<ra>)( )( H g(rs- a+,e>) (%)

< (1= 7)) ([ )o(57):

which is equivalent to

n+m—1 _ Y, Y
(x—a)(1 —f(m))( I1 g(m@)g(%)
i=0

a £
(173 ) ([T o (57).

Since h(s) > 1 is decreasing, we have 0 < h(s) — 1 < h(f) — 1 forall 0 <t <
s < 1 and this implies that (1 — s)(A(s) — 1) < (1 — £)(h(¢) — 1), which is equivalent
tos+ (1 —s)h(s) <t + (1 —1)h(t). Therefore, g(s) > g(¢) forall0 < ¢ < s < I;that
is, g is increasing. Then we deduce that

n—1 n—1
l_[ 8(re—a+ie) < l_[ 8(reyie) 3.7

since ry_qrie < ryyie fori € {0,1,...,n — 1} and that
x—a+nt X+ nl
max g\ — — |- 8(rv—atnt) { < 8 "
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since x —a +nf < x + nf and

x—a+nt - x+nt <x+n€
x—a+nl+L " x+nl+€ - M

Fx—atnt =

Moreover, since h(s) > 1, it follows that

1 1

= < =1
88 = T T ohe) = s+ =3
and so
x—a4nt +me\ !
g(T) U 8(rv—atie)
- x—a+nt ( )
max ——— |» 8I'x—a+n
= 8 M 8 +nt
x+nt
< . 3.8
_g( ;i ) (3.8)

Here we have used the convention that ]l:jk ai=1ifk <0.

According to (3.7) and (3.8), it remains to show that

(= @)1 —f(r)) < x(l - ?E:;)

which is equivalent to

a(l —f(ra)) _ x(1 = f(r))

> 3.9
f(ra) f(rx)
Since f(s) = s/[s + (1 — s)h(s)], it follows that
oy = SU=16)
(1 =s5)f(s)

For a < x, we see that r, < r, and so

all —f(ra) _ rad —f(ra)) _ (= f0)) _ xd —f0)
Zf(ra) (1 - ra)f(ra) (1 - rx)f(rx) gf(rx)
since A (s) is decreasing. This implies that (3.9) holds forx € {¢,...,M — £ — 1} and
hence (3.4) holds.

Forx e {M —¢,...,M — 1}, the proof of (3.5) is similar to that of (3.4) and is
omitted here. [ |

h(ra) = h(ry) =

Remark 3.1: If h is strictly decreasing, then (3.4) and (3.5) are actually an equality if
and only if a = x. This states that in this case, the bold strategy is the unique optimal
strategy for player I while player II plays timidly.

https://doi.org/10.1017/50269964810000288 Published online by Cambridge University Press


https://doi.org/10.1017/S0269964810000288

TWO-PERSON RED-AND-BLACK GAME 129

Next, we prove that if f satisfies (2.2), then a timid strategy is optimal for player
IT while player I plays boldly in an £-lower-limit game.

THEOREM 3.2: In an £-lower-limit game, if f satisfies f (u)f (v) < f(s)f (¢) forall 0 <
s <u<v<t<1withst =uv, then a timid strategy is optimal for player Il while
player I uses a bold strategy.

PrROOF: Assume that player I plays a bold strategy. If player II uses a timid strategy,
then let

T (x) = P(player Il reaches M with an initial fortune M — x).

The corresponding law of motion at stage m for player I with x,, units is given by

Xy + € with probability f( i >
X + £
Xm+1 =

Xm
0 ith probability 1 —
with probability f(xm—i—ﬁ)

forl <x, <M — ¢, by

M with probability f(%)

X1 = x
0 ith probability 1 —f( ==

with p ility f <M>
forM — ¢ < x,, <M — 1,andbyx,,+; = x,, withprobability 1 forx,, = Oor M. In this
case of the games, one player reaches the goal and the other goes broke with probability
1; hence, T (x) = 1 — Q(x), where Q(x) is given in the proof of Theorem 3.1.

To prove that a timid strategy is optimal for player II while player I plays boldly,
as earlier it suffices to show that 7'(-) is excessive—that is, to prove that the following
inequality holds for every x € {1,--- ,M — 1} and every b € A (x):

X X
f<m>T(x +b) + (1 —f<m>>T(0) <T(x).

Since T'(x) = 1 — Q(x), the above inequality is equivalent to

0(x) sf()ﬁ)Q(x +b) (3.10)

forevery x € {1,...,M — 1} and every b € A(x).

ForthecaseM — ¢ <x < M,wehave) < M —x < {andsob = M — x. Hence,
(3.10) follows by (3.2).

Forthe case 1 <x <M — ¢, we have £ <M —x <M — 1 and it follows that
eitherb =forl <b <M — x.If b = ¢,then (3.10) holdsby (3.1).If £ < b <M — x,
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there exists a positive integer n such that n¢ < b < nf 4 £. Next, we divide our
discussion into two cases: i) b =M —xand (i) £ <b <M — x.
(1) If b = M — x, then from (3.3), we have Q(x + b) = Q(M) = 1 and

n—1 Y
o) = (Hf(m,e)) (”” )

Since f satisfies (2.2) and f (1) < 1, it follows that f (s)f (t) < f(st) forall s, ¢ € [0, 1].

This implies that
X X
o <1(2) =r(2)

since ([1/Zy retie) (x + né)/M = x/M.

(i) If £ <b<M —x,then M —x — b > 0 and so there exists a nonnegative
integer m such that mé <M —x —b <ml + £. Since n{ <b <nl + £ and ml <
M —x —b <ml+ ¢, itfollowsthatnl + mé < M — x < nl + ml + 2¢. Using (3.1)
repeatedly yields that

n+m—1
Q) = ( [1 f(Vx+iz)>Q(x + nt + me)
i=0

m—1

n—1
= <l_[f(’”x+ie)) ( l_[f(rJH—nH—jZ))Q(x + nl + mt),
i=0 =0

and from (3.3), we have

m—1 b Y
0 +b) = ( Hf(rﬁw))f(”%)
=0

Therefore, (3.10) becomes

m—1

n—1
(Hf(’%wz)) ( Hf(rx+nz+je)>Q(x + nt + me)
i=0 j=0
s x+b+ml
<f<x n b) (jl:!f(rerbJrjz))f(T). 3.11)

Since f(s)f (t) < f(st) for all 5,¢ € [0, 1], this implies that

]_[f (Fesit) < ( — z) (3.12)
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since I—[:’:_O1 rvrie = X/ (x 4+ nf). With (3.12), (3.11) holds if we can prove that

x m—1
f<x + n£> <Hf(”X+nl+je))Q(x + nl + me)

X (= x+b+mt
Sf(x n b)(jl;[)f(rﬁbﬂlz))f(T). (3.13)

Let so = x/(x + b), to = x/(x + nk), 5; = reyprje—e, and t; = Feyneyje—g for j > 1.
Then (3.13) becomes

(Hf(t;)) O+ nt +mb) < (Hf(s;))f(#) (3.14)
=0 =0

Let vog = tp and

xX+b+jl—1¢
N T e
It follows that s;v;y1 = tjy1v; and s; < min{v;, 11} < max{v;,t11} < vj4; forall
Jj = 0. Therefore, we have for all j > 0,

F@0f ) < fs)f (Vigr) (3.15)
and this imply that ]_[;":BI (ft)f () < ]_[]'.":701 (f (s))f (vj+1)), which is equivalent to

m m m—1
f(w)(ﬂf(t,-)) = (]_[f(tj)) Sf(vm)< Hf(s,~)> (3.16)
j=0

Jj=1 j=0

for j>1.

since vy = ty. If we can prove that

3.17)

FOmOQ + nt + mb) Sf(sm)f(w>,

M

then (3.14) holds by (3.16).

Notice that n +ml <M —x <nl+ml +20. If 0O <M —x —nl —ml < ¢,
then from (3.2), we have Q(x + n¢ +mf) = f ((x + nl + mf)/M). Note that v,,(x +
nt +ml)/M = s,,(x + b+ m€)/M and

x+n€+m£} { x—i—nZ—i—mE} x+b+ml
—— ! <max{vm, < .

S < min vy, <
’ M M M

It follows that

10w+t +mt) =1y (TEE) < o (FEEE)

that is, (3.17) holds.
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Ifl <M —x—nt —ml < 2¢, then, from (3.3), we have

M

x+nl+ml+¢
i .

Q()C +nb+ mﬁ) :f(rernZerE)f(W)

Zf(tm+1)f<

According to (3.15) with j = m, we have f (t,,+-1)f Vi) < f(sm)f (Wm+1) and so

M

1 44
f(vm)Q(x +nl + mﬁ) ff(sm)f(vm+l)f<w>

Since f(s)f (t) < f(st) for all s,¢ € [0, 1], it follows that

4 L+ 7
FOmi)f <%)

=f< x+b+ml >f(x+n£+m£+£>

x+nl+ml+¢ M

§f<x+lju+mk>

and so (3.17) holds. Hence, the proof is complete. |

Remark 3.2: Suppose that the win probability function f satisfies f (u)f (v) < f(s)f (¢)
forall0 <s < u <v <t <1 with st = uv. Then we can prove that (3.10) is actually
an equality if and only if » = £ as 1 < x < M — £. This means that, in this case, the
timid strategy is the unique optimal strategy for player II while player I plays boldly.

Remark 3.3: For the case £ = 1, Chen and Hsiau [2] proved a similar result as
Theorem 3.2 under a weaker condition that f(st) > f(s)f () forall 0 <s <t < 1.
However, for £ > 2, this condition is not sufficient. For example, for £ > 2 and
M > 2¢ + 1, suppose f(s) = s(2 — s5)/2 and player II has 2¢ units. It is easy to verify
that f(st) > f(s)f (¢) holds for all 0 < s <t < 1. However, we can prove that while
player I plays boldly, it is better for player II to bet £ + 1 units at first stage and then
to play timidly than always to play timidly.

By Theorems 3.1 and 3.2 and Remarks 3.1 and 3.2, we now can prove Theorem 2.1.

PROOF OF THEOREM 2.1: If f satisfies (2.1) and (2.2), then, by Theorem 3.1, a bold
strategy is optimal for player I while player II plays timidly; moreover, by Theorem
3.2, a timid strategy is optimal for player II while player I plays boldly. Therefore, the
profile (bold, timid) is a Nash equilibrium.

For the second part of the theorem, if % is strictly decreasing and f(u)f (v) <
f@)f () forall0 <s <u <v <t <1 with st = uv, then, by Remarks 3.1 and 3.2,
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we can see that the bold strategy is the unique optimal strategy for player I if player
II plays timidly and that the timid strategy is the unique optimal strategy for player II
if player I plays boldly. Now, from [6, Lemma A.1], it follows that the profile (bold,
timid) is the unique Nash equilibrium. |
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