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Analysis of Equilibria in Repeated Triangular Trade with Private Monitoring
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A repeated game with imperfect private monitoring, where players cannot observe the opponents’ actions, is a
formal method to analyze long-term relationships. In triangular trade with private monitoring, there exist three
players: 0, 1, and 2. Player 0 makes a product and delivers it to player 1. Similarly, player 1 does it for player 2,
and player 2 does it for player 0. When player 0 deceives and delivers a low-quality product to player 1, player 1
cannot punish player 0 directly under settings of triangular trade, therefore sustaining cooperation is difficult. We
add two new actions and corresponding signals, and identify an equilibrium strategy by which players can sustain

cooperation.
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