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Comments on 

“Understanding the role of trade-ins…”

Z. John Zhang

Motivations

Trade ins in practice
Rationale “remains unexplored in the literature”
“no empirical work examining this phenomenon”
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Model Features

Co-existence of new and used goods markets
Consumer heterogeneity
Cannibalization
Lemons problems

Z. John Zhang

Main Conclusion

In stationary equilibrium, when a producer accepts trade-
ins, he will charge a new good price of pr to consumers 
who trade-in and a new good price of pmr > pr to 
consumers who do not trade-in.
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Rationale

Z. John Zhang

Is the adverse selection necessary?

Let s=0
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Is the adverse selection sufficient?

More investigations needed


