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This appendix supplies proofs for the theorems, propositions, lemma, and corollaries in the manuscript.

Maintained primitives and convention: There are finitely many alternatives a € A with
stationary independent reward laws R, (with finite second moments uniformly bounded by M,), and
a fixed partition into similarity classes S. Menus are drawn independently over time, independently
of rewards. Within a chosen class, the tie-breaking kernel is fixed and exogenous. Its reduction
gives a nonempty finite supported class-menu set Q1 probabilities p(w) > 0 summing to one, and
conditional class-menu means 74(w). We discard classes with zero availability: Py = - p(w) >0
for every s € §. At each fixed finite sensitivity 8 > 0, write

P08 = B A8) = X p(e)a (v,

w>Ss

with ¢, = 0 for s ¢ w. Let Ni(s) count class visits before period k, let k5 > 0, and let x = > _ Ks.
The maintained recursion is

1{sy = s}

ks + Ng(s)
ks + Ni(s) +1 '

(rk - vk(s))v Lh,s = Ytk

vpr1(s) = vp(s) +
Sensitivity remains fixed along a learning path; limits as 5 — oo compare the long-run behavior of
different fixed environments (except for the impossibility result in the section on welfare analysis
where we explicitly permit time-varying sensitivity). Statements about stochastic periodic limit sets
concern the harmonic learning clock.

Proof guide: The following table identifies every formal claim in the paper. Supporting claims
are proved in the adjacent subsections, including attainability, the VE continuum, the logit axioms,
the two-class illustrations, and cycling minimality.
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A The stochastic learning process and its mean field ODE limit

This section proves the two propositions in the model section and the elementary benchmark claims.
Throughout, the sensitivity 8 is fixed and finite. Write m = |S|, omit classes that have zero
availability, and let

Po=) p@) >0,  Rv)=) p@oi)mw),  g.v) =

wSs w>Ss s(v)

Here R, denotes an unconditional expected reward contribution of a class, not a primitive reward
distribution. Let x = Y, ks and vx41 = (x + k + 1)~1. All initial valuations are finite, and x5 > 0.
An interior of a probability simplex always means its relative interior.

A.1 Reduction and deterministic preliminary facts

Lemma A.1 (Reduction to class menus). Fiz a within-class tie-breaking kernel Y(a | s,v), indepen-
dent of time, past observations, and valuations, with support in s N Y. Define

 Dpplul=w S (D)1 (V)
B p(w)

ps() = > Y(als, Ve, plw)= > W), m(w)
a€sMyp Yp[]=w

for p(w) > 0. These reduced primitives preserve A, R, and g, and therefore preserve both mean-field
systems. Uniform within-class selection is the special case Y(a | s,1) = |s Np|~L.

Proof. The class choice probability is the same in all objective menus inducing w. For such a menu
and s € w, Bayes’ law gives

fW)odw) _ f¥)

Pr(¢ | w, s chosen,v) = (@) (0) = (@)

Consequently the conditional reward mean is mg(w). Summing over class menus gives the stated
expressions for A and R. In fact the conditional reward law is the fixed mixture

> f@
Reyw= Y Ew)) > Y(a|s,4)R.
Yip[h]=w p a€sMp
Using this mixture preserves the law of the observed class-menu, class, and reward process, conditional
on its history. O
Let g = minwas:p(w)>0 ﬂ-s(w)a and Ty = maX,,5s: p(w)>0 ﬂ-S(w)'

Lemma A.2 (Well-posedness, boundedness, and positive frequencies). The normalized system
0 = g(v) — v and the joint asynchronous system

As(v)

Ts

(9s(v) —wvs), @5 = As(v) — 5 (A1)

Vs =

have unique global forward solutions from every finite valuation vector and, for the joint asynchronous
system, every x(0) € riA(S). Each valuation remains in

[min{vs(0), w,}, max{vs(0),7s}].

Along each joint trajectory, infi>g x5(t) > 0. Every equilibrium valuation belongs to [|,[m,, Ts], and
at least one equilibrium exists.



Proof. For finite 3, all available-class logits and all As are strictly positive, and g, A are smooth.
Since gs(v) is a convex combination of 7s(w), the valuation vector field points inward on the indicated
coordinate intervals. Thus the valuation box is forward invariant, for both systems. On this compact
box there is £5 > 0 with Ag(v) > £5. The frequency equation gives

z5(t) = et (0) + /0 e TN (v(w)) du > etz (0) 4 (1 — e 7). (A.2)

Moreover ) iy =1—) s, so the simplex is invariant. The solution stays in a compact subset of
the domain of its smooth vector field, which proves global existence. Equilibrium valuations satisfy
v = g(v) and hence belong to the payoff box. The continuous map g maps that nonempty compact
convex box into itself, so Brouwer’s theorem yields a fixed point, including when some coordinate
intervals are singletons. Together with z = A(v) it is a joint equilibrium. O

The auxiliary coordinates
Ys = TsUs (A?))

will be useful repeatedly. On x5 > 0, they are a smooth change of coordinates, and the joint system
becomes

ts = As(y/z) — s, Us = Rs(y/x) — ys, (A4)

where division is coordinatewise. This follows by differentiating ys = xsvs; the terms involving zsv;
cancel exactly.

A.2 Adaptive sampling and the second-moment assumption

Let Fj, contain the entire history before period k’s realized menu and choice, including initial
conditions and past objective menus, chosen alternatives, and observed rewards. The current
valuation and visit counts are Fi-measurable. Let G augment Fj by the current menu and the
random choices, before the reward is observed. The independence assumptions give

Elry | Gk) = ttay,  E[rg | Gi] < Moa. (A.5)
The larger filtration is used only for the proof; it grants Alice no additional information.

Lemma A.3 (A visit-count martingale law). Let I s = 1{sy = s} and & s = I s(T%k — fta, ). Almost
surely, for every class s, the series
I (A.6)

=0 Kg + Nk(8> +1

converges. On {N(s) — oo},
Z_]<k §j75
ks + Ni(s)

Proof. By iterated conditioning in (A.5), E[¢; s | Fr] = 0 and

— 0. (A.7)

El& .o | Fi] < M2E[li s | Fil-

The denominator in (A.6) is predictable. Furthermore, by monotone convergence and by counting
the successive actual visits to s,

Z E 51%,5

= (ks + Ng(s) +1)2

Ik,s

1
< MyE <My) —s < 00
B A R T IE S G




The partial sums are therefore an L?-bounded martingale and converge almost surely. On a sample
path with infinitely many visits, discard the zero terms and index the remaining terms by visit
number. Kronecker’s lemma with denominators ks + j proves (A.7). No positive lower bound on
sampling frequencies is used in this lemma. O

Proposition A.4 (Boundedness and infinite sampling). Under the maintained reward assumptions,

ks + Ni(s)

sup ||vg|| < oo, liminf minxg s > 0 almost surely, Ths =
k k—oco s ’ ’ X+ k

In particular every class is visited infinitely often, and its effective learning rates have divergent sum
and square-summable squares.

Proof. Induction in the update rule gives the exact identity

Ksvo(s) + Zj<k I 1
ks + Ni(s)

vk(s) = (A.8)

Replace each reward by g, + (7 — fta;). On a path with infinitely many visits, the contribution
of the second term tends to zero by Lemma A.3; the first term is a convex combination of finitely
many finite means and the initial value. Hence the valuation sequence for that class is bounded. On
a path with finitely many visits it is eventually constant and has only finitely many finite values.
Taking the intersection of these probability-one events over the finite class set proves boundedness
before invoking continued sampling. The bounded martingale differences Ij,  — As(vy,) satisfy

Ni(s)
k

- %Z As(vj) — 0 almost surely. (A.9)
i<k

For completeness, convergence of >[I s — As(vi)]/(k + 1) follows from square summability of its
variances, and Kronecker’s lemma gives the assertion. On any path with sup,, [|vi||ec < B < o0,

P
As(vp) > =728 > 0,
m

Combining this pathwise bound with (A.9) proves the positive lower limiting frequency and thus
infinitely many visits. Finally, the nonzero effective gains are precisely (ks+7)~%, j =1,2,.... Their
first powers sum to infinity and their squares have finite sum. O

Because the primitive family is finite and stationary, the maintained second-moment bound also
implies uniform integrability of the squared primitive rewards.
A.3 Proof of the continuous-time approximation

Proposition A.5 (Asymptotic pseudo-trajectory). Let o =0, 7, = >, 1 Vj+1, and let Z(t) be the
affine interpolation of (vg,xy) at these times. Almost surely, for every T > 0,

lim sup [ Z(t+h) — @4(Z(t))| =0,
t—o00 0<h<T

where ® is the flow of (A.1). The set of subsequential limits is nonempty, compact, connected,
mwvariant, and internally chain transitive for this flow.



Proof. Define yj, s = i svx(s). By (A.8), the following identities are exact:

Thil,s — Thys = Vi1 (Ths — Thos)s
Ykt1,s — Yk,s = Vht1 Lk sTh — Uhos)- (A.10)

Write Wy, = (zg, y), and let F' be the vector field in (A.4). Then

I — A
Wit1 = Wi = 41 {F (W) + Ug11}, Upp1 = < k (vk) ) ’

Ik’l”k — R(vk)

where I}, is the chosen-class unit vector. The conditional expectation of Uy 1 is zero. Since ||Ix]|? = 1
and || Igrg||? = r2, its conditional second moment is bounded by 1+ M> (or any larger fixed constant).
Thus
Z’Yk-_l,_]_ Ur+1 converges almost surely in every coordinate. (A.11)
k

This uses ) ;. 7,3 41 < 00o. By Proposition A.4, Wy eventually lies in a compact subset of the open
set {(z,y) : x5 > 0}. On a slightly larger compact set F' is bounded and Lipschitz. The affine
interpolation W therefore satisfies, on every fixed future time window, the integral equation for F up
to an error tending uniformly to zero. Here are the two ingredients. First, every tail partial sum of
the noise series in (A.11) is uniformly small; the partial first and last interpolation intervals are also
small because v 1Ugs1 — 0. Second, Wy, 1 — Wy, — 0, and the error from replacing F(W (u)) by
the piecewise constant F'(W}) is bounded by the Lipschitz constant times the largest mesh increment,
multiplied by the window length. Gronwall’s inequality now gives the asymptotic-pseudo-trajectory
property for (A.4). This is also the criterion in Benaim (1999, Proposition 4.1). The smooth
coordinate map Q(x,y) = (y/z,x) is uniformly Lipschitz on the eventual compact set and maps
the flow of (A.4) to that of (A.1). Consequently Q(W) is an asymptotic pseudo-trajectory for the
joint flow. Its distance from the affine interpolation Z tends to zero: on each mesh interval both are
uniformly close to the common left endpoint, since the mesh increments tend to zero. Hence Z has
the same property and the same limit set. Precompactness and Benaim (1999, Theorem 5.7) give
internal chain transitivity and the stated compactness, connectedness, and invariance properties. [

Corollary A.6 (Consequences and their scope). If the joint flow has a globally asymptotically stable
equilibrium, the stochastic process converges to it almost surely. If vy, converges almost surely on an
event, its limit is an SVE on that event and xj — A(limy vg).

Proof. A compact internally chain transitive set intersecting the basin of an attractor lies in that
attractor; apply this standard attractor property to the singleton global attractor and Proposition A.5
(equivalently, use Benaim (1999, Theorem 6.9)). Alternatively, stability and uniform attraction on a
compact neighborhood of the sample path imply trapping of every sufficiently late small perturbation.
If vy — v*, equation (A.9) and continuity imply z; — A(v*). The resulting singleton limit set of an
asymptotic pseudo-trajectory is invariant, so it must be an equilibrium, which implies g(v*) = v*. O

A.4 Equilibria, linearization, and elementary benchmarks

Proposition A.7 (Exact local correspondence). The equilibrium valuation vectors of the joint
asynchronous and normalized systems coincide. At an equilibrium (v*, A(v*)), the joint Jacobian on
R™ x TA has the eigenvalues of Dg(v*) — I, together with m — 1 additional eigenvalues equal to
—1, counting algebraic multiplicities. Thus, hyperbolicity and the number of unstable directions agree.
For hyperbolic equilibria, local asymptotic stability under one system is equivalent to local exponential
stability under both systems.



Proof. The frequency equation at an equilibrium forces x = A(v) > 0; the valuation equation then
forces v = g(v). Conversely these conditions give an equilibrium. Let as(v,z) = Ag(v)/zs. At an
equilibrium as = 1, and the factor gs(v) — vs multiplying every derivative of as vanishes. Therefore
the full linearization is

Dg(v*)_lm 0 B m B
( DA(v") -b;% TA={ueR™: ) us =0}

The lower left block has image in TA because > . As = 1. The characteristic polynomial is the
product of the two diagonal-block characteristic polynomials. The claims follow from the linearization
theorem for a hyperbolic equilibrium. In particular there are m — 1, rather than m, additional
frequency eigenvalues on the simplex state space. O

Proposition A.8 (Constant-target benchmarks). Suppose g(v) = c¢. The normalized and joint
asynchronous systems each have a unique globally asymptotically stable equilibrium, with valuation c
and, in the joint system, frequency A(c). The stochastic harmonic-visit process converges to these
values almost surely. This applies to pure exploration, the finest partition, full class availability, and
homogeneous within-class expected payoffs.

Proof. The normalized solution is v(t) = ¢+ (v(0) — ¢)e™*. In the joint system, (A.4) gives

%(ys —¢sTs) = —(Ys — CsTs), vs(t) —cs = Zz((g)) (vs(0) — cs)eft.

Lemma A.2 bounds z4(t) away from zero, so v(t) — ¢. Formula (A.2) then implies z(t) — A(c).

The unique equilibrium is locally exponentially stable by Proposition A.7, because Dg = 0, and

hence is globally asymptotically stable. The stochastic conclusion follows from Corollary A.6.
When g8 = 0, the constant target is

S @)l )
s — —
> s PW)|w]| !
For the finest partition it is the corresponding alternative mean p,. If p(S) = 1, the common logit

factor cancels in the ratio defining gs, leaving ¢; = 75(S). Finally, homogeneous means p, = ¢
within class s imply 7s(w) = ¢s whenever s € w. These arguments establish all four benchmarks. [

A.5 Inverse-propensity normalization with estimated propensities

The normalized dynamics can be asymptotically implemented without knowing the menu distribution
or the current aggregate propensities. Alice estimates selection probabilities on a faster timescale
than she updates valuations, following the two-timescale stochastic-approximation principle of Borkar
(1997). Initialize Ag € ri A(S) and update every class’s estimate each period:

JA\k+1,s = Kk,s + by (In,s — Kk,s),

Ik,s
dk’ s

)

Vk1(8) = vk (s) + ap (i —vk(s)),  dis = max{Ags, ex}- (A12)
The valuation update uses the estimate available before the current choice. The deterministic floor
ek | 0 prevents small initial estimates from generating large inverse weights. One concrete choice of
gains is

op=((k~+2)71 b= (k+2)723, g =(k+2)7YS. (A.13)



In particular, ay /by — 0: the estimator adjusts faster than valuations. For a frozen valuation vector
v, its mean equation is £ = A(v) — £, whose unique globally attracting equilibrium is A(v). The
following result establishes tracking, including when valuations themselves do not converge.

Proposition A.9 (Learning the normalizing propensities). Under the maintained assumptions and
the gains (A.13), the recursion (A.12) satisfies, almost surely,

sup [Jvg || < oo, Kk:,s — As(vg) — 0 for every s.
k

The denominator floor is inactive from some finite random time onward. The affine interpolation of
v on the clock 1, = Zj<k aj is an asymptotic pseudo-trajectory of v = g(v) — v.

Proof. The gains satisfy

zk:ak:zk:bkzoo, Z(Oék/é“k)z—i-zk:bz<00, %—)0.

k

Also 0 < b < 1, so the estimates remain in the simplex interior, and ¢ 5 1= agly s/di s € [0,1]. By
(A.5), the martingale

Mn,s = Z Ck,s(rk - :U’ak)
k<n

has summable increment variances, bounded by M >~ (a/e)?. It therefore converges almost surely.
Put uy = v, — M;.. Coordinatewise,

Uk+1,5s = (1 - ck,s)uk,s + Ck,s(,uak - Mk,s)-

The targets on the right are bounded on each such sample path, since the primitive means form a
finite set and M} converges. Convex averaging therefore bounds ug, and hence vy.

We next prove tracking directly. Write My, = limy My, and define Ly = A(up + My). Finite-
sensitivity logit propensities are globally Lipschitz. Since w41 s—uk,s = Ck s(fta, —Vk(s)), boundedness
gives

Ly — A(vg) — 0, | L1 — Lill < Cay /e = o(by)
for a finite path-dependent constant C. Thus e} = Kk — L, obeys

ekr1 = (1 —br)er + bp(Corr + pr), Cot1 = I, — A(vg), pr — 0,

where explicitly pr = A(vg) — Ly — (Lk41 — L) /br. The series ), br(r+1 converges almost surely,
since (x41 are bounded martingale differences. Variation of constants now gives e, — 0: products of
the factors 1 — by tend to zero, the weighted averages of p; vanish, and summation by parts makes
the contribution of the convergent martingale series vanish. Consequently Kk — A(vg) — 0.

On every bounded valuation path, positive availability and finite § imply infg Ag(vg) > 0.
Tracking therefore bounds the estimated propensities away from zero eventually, and the vanishing
floor becomes inactive. Conditioning before the current menu gives

AS (vk)
dk: s

)

Elvkt1(s) — vk(s) | Fi] =

(9s(vk) — vi(s))- (A.14)

The ratio tends to one. After localization to bounded valuation sets, the centered valuation
increments have summable variances, bounded by a constant times >, (cy/ex)?. Their martingale
series converges. The drift error relative to g(vg) — vy vanishes, so the integral-equation and Gronwall
argument in Prop. A.5 proves the asymptotic pseudo-trajectory property on the slow clock. O



This implementation uses only the chosen class, its realized reward, and the learner’s current
estimates. Faster adjustment lets the propensity estimator track the current policy. Note that
the harmonic visit-count benchmark, whose historical frequencies adjust on the same timescale as
valuations, has the joint asynchronous mean field (A.1).

A.6 Attainability and positive-probability convergence

Proposition A.10 (Capture of a stable SVE from every finite prior). Fvery SVE is attainable
by the harmonic-visit process: from any finite initial valuations and positive prior counts, every
neighborhood of its sufficient-statistic representation has positive probability of being visited at a
deterministic date later than any prescribed date. Fvery locally asymptotically stable SVE of the joint
mean field has positive probability of being the stochastic process’s limit, from every such prior.

Proof. Let v* be an SVE, z* = A(v*), and y* = z*v* = R(v*). Freeze the logit policy at v*
and let H = (es,res) be the one-period outcome vector in the (z,y) coordinates. The primitive
reward assumptions give a finite expectation, and E[H| = (z*,y*) =: w*. The expectation of an
integrable finite-dimensional random vector lies in the closed convex hull of its support: otherwise a
separating linear functional would separate its expectation from all its realizations, which is impossible
after taking expectations. Therefore every neighborhood of w* contains a convex combination of
finitely many supported outcome vectors. Approximate its weights by rational numbers, repeat the
corresponding finite outcome word, and require each reward to lie in a sufficiently small bounded
interval about the selected support point. Choose specific objective menus and implemented
alternatives realizing those support points; their probabilities and the probabilities of the reward
intervals are positive.

Every finite prescribed word of these events has positive probability under the actual adaptive
process. Menus have their fixed positive probabilities, the chosen classes have positive logit proba-
bilities at all finite valuations, and the selected implementation probabilities are positive. On the
prescribed bounded reward events all valuations remain finite. Independence of the next reward
conditional on the implemented alternative then gives positive probability to the entire word. In
view of the exact formula

CoxWo+ D e Hir

Wy = ;

an arbitrarily long repetition makes the prior negligible and places W, in the desired neighborhood.
This proves attainability, without requiring any individual reward to equal its expectation.

We verify that attainability implies capture under the present second-moment assumption. Let
w* be locally asymptotically stable. Choose a compact neighborhood K in its basin and a larger
compact neighborhood K’ in the domain xs > 0. Stability and attraction give a time T and a
tracking tolerance § > 0 such that every path starting sufficiently near w* and remaining within ¢ of
each successive length-T" solution segment stays in K’, and its values at the ends of these segments
stay in K. This is the deterministic trapping argument for an asymptotically stable equilibrium;
it follows by choosing K inside a stable neighborhood and using uniform attraction on K, or from
Benaim (1999, Lemma 6.8).

On K’ the field is bounded and Lipschitz. For the martingale in (A.11), the conditional maximal
inequality gives, at any deterministic date n,

!
Pr (SUP Z Ye+1Uk 1
I>n

k=n

C o o
> 1| Fn SﬁZ%Hy
" k=n




where C' is deterministic. On the complementary event all future window noise sums and individual
noise increments are at most 2. The integral-equation estimate in the proof of Proposition A.5,
stopped upon leaving K’, consequently bounds every length-T" tracking error by Cr(n+ Supys,, Yk+1)-
Choose 7 small enough and then n large enough to make this less than § and the displayed exception
probability less than 1/2. Successive trapping prevents exit from K’. On this event the almost-sure
APT property and Benaim (1999, Theorem 6.9) imply W}, — w*. Thus, conditional on reaching a
sufficiently small neighborhood at a large deterministic date, convergence has probability at least
1/2. Attainability supplies positive probability of that event. The change of coordinates v = y/z
yields convergence of the original state. O

A.7 A UCB-style vanishing exploration-bonus extension

Proposition A.11 (Vanishing bonuses in the update). Keep the same logit choice rule and harmonic
gains, but replace the observed update target by vy, + by s when class s is selected. Suppose by 5 s F-
measurable and max, |by | — 0 almost surely. Then boundedness, positive lower limiting frequencies,
and the joint asymptotic-pseudo-trajectory conclusion continue to hold, with the same limiting ODE.

Proof. The sample-average identity acquires the additional numerator i<k I sbjs. On paths with
infinitely many visits, its ratio to ks + Ni(s) tends to zero by the Cesaro argument on the visit
subsequence; on paths with finitely many visits it has a finite limit. The boundedness and continued-
sampling proof is otherwise unchanged. In sufficient statistics the conditional drift gains Ag(vk)bg s
in its y, component, a term tending to zero. The additional centered noise is (Iy, s — As(vg))bg,s; after
localization to bounded bonuses, its squared harmonic increments are summable. Its martingale
series therefore converges. A drift remainder tending to zero contributes vanishing integral error on
fixed learning-time windows, proving the APT assertion as before. O

B Equilibrium structure and strict-equilibrium refinement

This section proves Theorem 1 of the main text, the characterization and local-stability Theorem 2
for strict VE, and its full-coverage corollary. Throughout, the support Q% := supp(p) is finite,
p(w) > 0 for w € QF, and every class occurs in at least one supported menu. Set n := |S| and
Qf :={we Q" :sew} We use the following notation, displaying sensitivity when needed:

. exp(Bv,) o B} = ) (v
Uw( ’B)il{sew}zj‘ewexp(ﬁvj)’ AS( 7/8) wezﬂjp( ) w( 7/8)’ (Bl)
_ p(w)ag (v )

ws(“ﬁ“vﬁ) As(’l),@> 5

gs(v;/@) = Z ws(wﬂ}vﬁ)ﬂ-S(w)' (B'2>

weQd

Let ms := min o+ ms(w), My := max g+ Ts(w), and K := [] [ms, M]. For clarity, a valuation
equilibrium is a pair (v, o) such that o, is a probability vector supported on arg maxse, vs and, on
writing Ds(0) := > cq+ p(w)oy, for a class s whose Dy(o) > 0,

> pw)oim(w)  (s€S). (B.3)

wed

If Ds(0) = 0, this equation imposes no restriction on vs. Write VE for the set of valuation vectors
admitting such a profile, V() := {v € K : v = g(v; 8)} for the SVE correspondence for a fixed
B € ]0,00), and V(o0) for its accumulation set as f — oo.

10



B.1 The SVE correspondence

Theorem B.1 (Equilibrium structure). For every fized tree, the following statements hold.

1. For each finite > 0, V(f3) is nonempty, compact, and contained in ri K. The correspondence
is upper hemicontinuous. Its graph

G:={(v,8) € K x[0,00):v=g(v;8)}

has finitely many path-connected components. The unique equilibrium at 8 = 0 belongs to the
principal component whose projection covers all of [0,00).

2. The set V(00) is nonempty and compact, V(oo) C VE, and

lim sup dist(v,V(c0)) = 0.
F=reovev(p)

3. Fixz the menu support and vary (p, ) in the relative Euclidean parameter space specified below.
On a comeager set of full Lebesque measure, G is a one-dimensional real-analytic embedded
manifold with its sole boundary point at 8 = 0. Ezcept at finitely many sensitivities, all equilibria
are hyperbolic and their number is finite and odd with each having o locally unique real-analytic
continuation in B. The set V(c0) is finite. The component containing the equilibrium at zero
sensitivity is eventually a single real-analytic graph and has exactly one high-sensitivity limit.

In particular, part (iii) implies hyperbolicity of every SVE at all sufficiently large finite sensitivities.

Proof. Existence, compactness, and upper hemicontinuity: At finite sensitivity, As(v; 8) > 0 for every
v and class s. The weights in (B.2) are positive and sum to one. Thus g is jointly real analytic
in (v, ) and maps R"™ into ri K. Brouwer’s theorem, applied on the possibly lower-dimensional
compact convex set K, gives a fixed point. The fixed-point set is closed in K, hence compact. If
Bj = B < oo and v; € V(B;), compactness of K and continuity of g imply that every limit point
belongs to V(). This proves upper hemicontinuity because K is a common compact codomain. At
B =0, g is independent of v, so there is exactly one equilibrium v° and D, (v — g(v;0)) = I.
Degree 1: Set h(v, ) := v — g(v; 8) and introduce the enlarged open box

Q= H(ms —1, M, +1).

For any ¢ € K, the homotopy v — [(1 — t)c + tg(v; 5)], 0 < ¢t < 1, has no zero on 9Q: its bracketed
term lies in K C Q. Homotopy invariance of Brouwer degree consequently gives

deg(n(,5),Q,0) =1  (0<p <o0). (B.4)

Whenever every equilibrium is regular, each is isolated. There are then finitely many: an infinite set
in the compact zero set would have an accumulation point, which would itself be a non-isolated zero.
Their local degrees are sgndet D,h € {—1,1} and sum to one. Their number is therefore odd. More
generally, an index sum is asserted only when the equilibria are isolated.

Definability and continuation from zero sensitivity: The real field with exponentiation is o-
minimal, and the formulas in (B.1)—(B.2) use only its definable operations. Thus G is definable in
the o-minimal structure Reyxp. We use the standard consequences of o-minimality that definable
sets have finitely many connected components, each definably path connected; that the frontier has
smaller dimension than a nonempty definable set; and that bounded one-variable definable functions
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are eventually monotone and have limits at an endpoint. These facts follow from cell decomposition
and monotonicity; see van den Dries, Macintyre, and Marker (1994); van den Dries (1998).

Fix b > 0 and let G, := GN (K x [0, b]). It is compact and has finitely many connected components.
Suppose the component Cy containing (v?,0) did not meet K x {b}. Because the components are
finitely many disjoint compact sets, there exists an open neighborhood U of Cj in @ X [0, b] such
that U N G, = Cp, U misses the top face, and the relative boundary of U contains no zero of h. For
Uy :={v: (v,t) € U}, the integer deg(h(-,t), Uy, 0) is locally constant in ¢. Here is the usual excision
argument for the varying slices: at a given ¢y, surround the compact set of zeros in Uy, by finitely
many open sets with closures inside Uy,; for sufficiently nearby ¢, these closures remain inside U;
and contain all its zeros. Otherwise a sequence of omitted zeros would converge to a zero on the
relative boundary or to an omitted zero in Uy,. Excision then reduces the degree to a fixed open set,
where homotopy invariance applies. The same argument covers an empty zero set and the endpoints
by one-sided neighborhoods. The degree at zero is +1, whereas at b it is zero, a contradiction. Thus
Cp meets the top face. As b is arbitrary, the component of the full graph containing (v°,0) projects
onto [0,00). It is the only component with this property because the fiber at zero is a singleton.

High-sensitivity limits and VE consistency: Compactness of K makes V(o0) nonempty. More
explicitly it is the nested intersection V(co) = (\,50Ugsp V(B), so it is compact. Let 8; — oo
and v/ € V(B;) converge to v*. Passing to a subsequence, every menu’s logit probability vector
converges to a profile o*. If v} < max,¢, v}, the corresponding gap is bounded below by a positive
constant for large j, whence o%(v’; ;) — 0. Thus the limit profile chooses only maximizers.
Multiplying the fixed-point equation by As(v’; 8;) and taking limits gives the balance identity
V3 Ds(0%) = > car p(w)oy’ms(w). For Dg(o*) > 0, division gives (B.3); when Dg(c*) = 0, the
identity imposes no restriction. Hence v* € V&. If the stated uniform-distance conclusion failed, a
sequence of equilibria at sensitivities tending to infinity would stay at a positive distance from V(00);
its convergent subsequence in K contradicts the definition of that set. Moreover, V& is closed: the
menu-wise optimality conditions and the balance identities above define a closed set of pairs (v, o),
and the space of choice profiles is compact.

Generic regularity of the entire equilibrium graph: The parameter space is

©={peR? :p(w) >0, Z plw) =13 x R{(s)weQT, s€w}

weNt

It carries its relative Euclidean topology and Lebesgue measure in its affine coordinates. Write
d := dim ©. On the fixed open domain R" x (0,00) x O, consider ®(v, 3,60) := v — g(v; 5,60). For
each s, choose one supported menu wg containing s. The derivative of ® with respect to the n
distinct payoff coordinates mg(ws) is diagonal, with entries —ws(ws; v, 8) < 0. Consequently ® is a
submersion, and M := ®~1(0) is a smooth manifold of dimension d + 1.

Let P : M — O be parameter projection. A direct linear-algebra argument shows that 0 is a
regular value of P if and only if

rank D, y®(v, 3,0) =n at every zero with 3 > 0. (B.5)

Indeed, write the derivative as A + B(. Surjectivity of A lets one solve A{ = —B( for every
parameter direction ¢, which is precisely surjectivity of DP on the tangent space of M. Conversely,
that solvability implies im B C im A; surjectivity of [A B] then forces A to be surjective.

Sard’s theorem says that the set of critical values of P has measure zero. It is also meager:
exhaust M by countably many compact sets; the image of the closed critical set intersected with
each such compact set is compact and null, hence nowhere dense. Their union is the critical-value
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set. Therefore the same set of regular parameters is both comeager and of full measure. For each
such parameter, (B.5) and the analytic regular-level-set theorem make the positive-sensitivity graph
a one-dimensional analytic embedded manifold. At 8 =0, D,h = I, so the analytic implicit-function
theorem supplies a boundary chart and no additional boundary points occur. Consequently, the
graph has dimension one.

Ezceptional sensitivities and finite limit sets: Fix a regular parameter and let £ : G — [0, 00) be
sensitivity projection. On the interior manifold, a value of £ is regular exactly when D,h is invertible
at every equilibrium in that fiber. To see this, a tangent vector (u,t) obeys Dyhu + dght = 0. If
Dy,h is invertible, a tangent vector with ¢ = 1 exists. If it is singular, its kernel already gives a
nonzero tangent vector with ¢ = 0; the tangent space is one-dimensional, so D¢ = 0 there. The
critical-value set is definable and null by Sard’s theorem. A definable null subset of the real line is
finite. At every other sensitivity, compactness, (B.4), and the analytic implicit-function theorem give
the claimed finiteness, parity, and local branches. Compactify sensitivity by t = (1 4+ 8)~! and put

~

G:={(v,t)e K x(0,1]: (v,t71 —=1) € G}.

This is a one-dimensional definable set. Its frontier Q\ \ é has dimension strictly below one and is
therefore finite. The points added at ¢t = 0 are exactly V(oo) x {0}. This proves finiteness of V(o).

The unique limit of the principal component: Sensitivity projection is proper: its inverse image
of a compact interval is closed in the compact product of that interval with K. Its restriction
to a component is proper as well. The principal component C' is a connected one-dimensional
manifold with exactly one boundary point. Since its projection is unbounded, it is non-compact;
the classification of connected one-dimensional manifolds with boundary identifies C' with [0, c0).
Properness implies that 8 tends to infinity along its sole non-compact end. On this component £ is
analytic and non-constant. Its critical points are isolated by the analytic identity theorem and form
a definable set, so there are only finitely many. Choose a compact initial arc containing them all,
and choose b greater than the largest sensitivity on that arc. On the remaining end £ has nonzero
derivative, is strictly monotone, and tends to infinity. Thus C' N (K X (b,00)) is a single graph
{(¢(B),B) : B > b}, where ¢ is definable and real analytic. Each bounded coordinate of ¢ has a
limit by definable monotonicity. The resulting vector is the unique high-sensitivity limit of C' and
belongs to V(oc0) C VE.

Generic hyperbolicity: We now strengthen regularity to hyperbolicity for every finite n. On the
universal equilibrium manifold M = ®~1(0) above, which has dimension d + 1, set

J(v,8,0) := Dyg(v; 8,0) — I, H(v,p,0):=det(J @I, + I, ®J), (B.6)

where ® denotes the Kronecker product. The eigenvalues of the matrix inside the determinant
are the sums \; + A; of eigenvalues of the real matrix J, counted with multiplicity. If J has a
purely imaginary eigenvalue iw, including zero, then —iw is also an eigenvalue, so H = 0. Only this
implication is needed: H can also vanish at a hyperbolic matrix with opposite nonzero eigenvalues.

Fix any (v, 8,p,m) € M and, keeping v fixed as a center, vary the reduced payoffs according to

Tl (W) = v + t(ms(w) — vs). (B.7)

This perturbation is admissible in the stated parameter space and leaves p unchanged. Since the
conditional weights depend on valuations, sensitivity, and p, but not on payoffs, for every test
valuation u we have

g(u; B,p,7") = v+ t(g(u; B,p, ) — v).
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Thus v remains an equilibrium for every ¢, and along this curve J; = tD,g(v;3,p,m) — I,. The
corresponding H (t) is a polynomial in ¢ with H(0) = (—2)”2 # 0. Consequently, arbitrarily close
to t = 1 there are points of M at which H # 0. The definable set Z := {(v,3,0) € M : H = 0}
therefore has empty relative interior in the (d 4 1)-dimensional manifold M, and hence dim Z < d.
For 0 € ©, write Zy := {(v, ) : (v,,60) € Z}. The definable fiber-dimension theorem implies
that
E:={0€©:dimZy > 1} is definable and satisfies dimE <d— 1.

Indeed, on the definable set of parameters with fiber dimension k, the total dimension is the
parameter-set dimension plus k; for £ > 1 this bounds the parameter-set dimension by d — 1.
Thus F has measure zero and is nowhere dense, and every fiber Zy outside E is finite (or empty),
because a zero-dimensional definable set is finite. These are standard consequences of definable cell
decomposition (van den Dries, 1998). Intersecting ©\ E with the comeager full-measure parameter set
already obtained above preserves all preceding conclusions. For each parameter in this intersection,
the projection of Zy onto the sensitivity axis is finite and contains every positive sensitivity admitting
a nonhyperbolic SVE. At 8 =0, D,g = 0 and J = —1I,, so hyperbolicity is automatic. Finally,
Proposition A.7 shows that the joint linearization adds only n — 1 eigenvalues equal to —1. The same
conclusion therefore holds for both dynamics, with the finite exceptional set depending on (p, 7). O

B.2 Two supporting claims in the equilibrium discussion

Lemma B.2 (A robust continuum of VE valuations). Consider three equally likely menus {A, B},
{B,C}, and {C, A}, with payoffs (1,0) to the classes listed in that order. Every (t,t,t) with0 <t <1
is a VE valuation. A local continuum of fully mized VE valuations persists for every tree in an open
neighborhood of these primitives, holding the three-menu support fized. At the symmetric primitives,
however, the unique SVE is (1/2,1/2,1/2) at every finite sensitivity, so this is the unique LSVE.

Proof. Let q1, g2, q3 be the probabilities of choosing the first-listed class in the three menus. With
all valuations equal to ¢, VE consistency at the symmetric primitives is

(1 —=t)q +tgs =t, tgr + (1 —t)g2 = t, tga + (1 —t)gs =t.

The choice ¢ = g2 = q3 = t solves these equations. Their derivative with respect to ¢ has determinant
(1 —t)3 413 > 0. For each fixed to € (0, 1), the implicit-function theorem therefore gives a smooth
interior solution g = q(t, p, 7) for every t in a neighborhood of ty and every (p, 7) sufficiently near
the symmetric primitives. The unnormalized consistency equations are smooth in these parameters;
their derivative differs at the symmetric point from the displayed matrix only by a nonzero common
scalar. Since all classes are tied, every such interior profile is greedy-optimal. Thus these are continua
of distinct VE valuation vectors, not only continua of different mixing profiles at one valuation.
For finite 8 > 0, the assessment map at the symmetric primitives satisfies

sgn(ga(v) —1/2) = sgn(ve — vp),

sgn(gp(v) —1/2) = sgn(va — vo),

sgn(go(v) — 1/2) = sgn(vp — va).
These identities follow by comparing, for each class, its logit selection probabilities in its payoff-one
and payoff-zero menus. At a fixed point choose a highest-valued class and, by cyclic relabeling, call
it A. The second and third identities give vg > 1/2 and vo < 1/2. Hence ve < vpg, and the first

identity gives v4 < 1/2. Since vy > vp, both equal 1/2. The first identity then forces ve = vp.
Uniform choice at 8 = 0 yields the same unique fixed point directly. O
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Lemma B.3 (The stated odds restrictions characterize logit). On a rich domain admitting every
real valuation profile and menus with at least three distinct labels, suppose choice probabilities are
positive and continuous. Suppose the odds of any two available classes with valuations a,b equal a
common function r(a,b), independent of the other available classes and of their labels. If choice is
nwvariant to common valuation shifts and is weakly increasing in a class’s own valuation, then, for
some 8 >0,

Zjew eXp(ﬁ”]’)

Conversely every such logit rule has these properties.

Proof. Consistency of odds in a three-class menu gives r(a,c) = r(a,b)r(b,c) for every a,b,c € R.
With w(a) := r(a,0) > 0, this yields r(a,b) = w(a)/w(b) and w(0) = 1. Common-shift invariance
implies r(a + ¢, ¢) = r(a,0), or w(a + ¢) = w(a)w(c). The continuous function logw is additive on
R, so w(a) = exp(Ba) for a real constant 5. Own-valuation monotonicity implies 8 > 0, and strict
monotonicity rules out zero. Normalizing the pairwise odds gives the displayed formula. Its converse
properties follow immediately. This characterization concerns the specified rich domain. O

Lemma B.4 (Closest-loss concentration). Suppose 5; — oo and vl — v*, without requiring that v’
be equilibria. Define

Ag(w;v) := max v, — vs, Q5 (v*) := arg min Ag(w;v").
rew wEQj

Then Zw({ﬁ*(v*) ws(w; v, Bj) — 0 for every class s. Consequently every limiting SVE satisfies
vs € co{ms(w) : w € Qs (v*)}.

Proof. The assertion is immediate if every supported menu containing s is a closest-loss menu.
Otherwise let § > 0 be the smallest excess loss of a non-minimizing menu at v*. By continuity and
finiteness, for all large j each such menu has loss at least /2 larger than the current minimum
dj = min o+ As(w; v7). For every menu,

lefﬁjﬁs(w;vj) < UZ(Uj;/Bj) < e Bils(wn?)

n

Choose a current minimizing menu and set pmyin,s = min o+ p(w) > 0. The denominator Ag is at

least (pmin,s/n)e Pi%  whereas the total numerator over nonminimizing menus is at most e =% (d;+9/2),
Their ratio is at most (n/pmin’g)e_ﬁj‘s/2 and tends to zero. Passing to a subsequential limit of the
finitely many weights and using v/ = g(v7; 3;) gives the convex-hull conclusion for SVE. O

B.3 Strict equilibria and the closest-loss characterization

A strict VE has a unique winner a(w) in each supported menu and pairwise distinct valuations
among its winner classes W := {a(w) : w € QT}. For such a vector, define

ZweQ; (v*) p(w)ﬂ-s (w)
Zweﬂg(v*)p(w) ‘

gs(v*) == (B.8)

Lemma B.5 (Uniform conditional-weight and derivative estimates). Let v* be menu-wise strict.
Suppose, for every s, there is a unique class

ty = argmin{v; : t = a(w), w € O}
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This condition holds for every strict VE. There exist r,n,C' > 0 such that, on B := {v : |[v—v*||oc < r}
and for 8 > 1,

P(W)Liwens(v)} 5
sup E ws(w; v, B) — - < Ce P, B.9
vEB weQt ( ) Zw/egg(v*)p(w’) ( )
sup [lg(v; 5) = §(v") oo < Ce P, (B.10)
ve
sup || Dug(v; B)[|oe < CBe™P1. (B.11)
vEB

Here the matriz norm is the induced maximum row-sum norm.

Proof. Write Q% := Q%(v*). The unique closest winner condition implies Q% = {w € QF : a(w) = ts}.
Choose r sufficiently small that, throughout B, all menu winners remain a(w) and all the positive
differences

Va(w) = Y5 (J cw \ {a(w)})a Va(w) — Vts (w S Qj \Q;)

are bounded below by one common 7 > 0. Empty collections of comparisons impose no restriction.

Define
Zw = 1 + Z e_ﬁ(va(w)_vj)'
jew\{a(w)}
Then 1 < Z, <n and |Z, — 1] < (n — 1)e™P7. The exact identity

V2l

o, = efﬁ(va(w)fvs)/zw

allows the common factor e #(¥1s=%s) to be canceled from the conditional weights. Put

e~ Ba(w)—vts) .
Ggp 1= Yz A = Z plw)as,, Pr:= Z p(w) > 0.

weQd weN
Thus ws(w) = p(w)asw/As. On QF, as, = 1/Z,,, whereas outside it ag, < e~ P, Consequently
As > PY/n, E, := Z p(w)|asw — Liweasy] < ne 9, |As — P| < E,.
weNT

Normalizing the weights changes their total variation by at most 2E,/A, < (2n2?/P})e~#". This
proves (B.9), and bounded payoffs give (B.10). The lower bound is for the factored denominator Ag;
A itself need not be uniformly positive as sensitivity increases.

For the derivative estimate, differentiating the logit quotient and using exact payoff centering,

avkgs = -0 Z ws(w)afz(ﬂ-s(w) - 98)

weQf
=B Y wiw) (0 — Ljpmr,y) (ms(w) = g5)- (B.12)
weQd
Indeed, ) ws(w)(ms(w) — gs) = 0, so the terms constant across menus cancel. With R :=

maxg(Ms — myg), the absolute row sum is bounded by
BR'S wy(w) 0w — en .
weNd

On O, the last norm is at most 2(n — 1)e~#7. On its complement it is at most two, and the total
conditional mass there is O(e™?") by (B.9). This proves (B.11), uniformly on B. O
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Theorem B.6 (Strict VE: necessity, sufficiency, and local stability). Let v* be a strict VE. Then
v* € V(o0) if and only if v* = g(v*). Whenever this condition holds, a fized neighborhood of v*
contains exactly one SVE vP for every sufficiently large 3, and

|07 — v*||oo < Ce™PM

for some constants C;n > 0. This equilibrium s locally exponentially stable under the normalized
system © = g(v; B) — v, and (v°, A(v?; B)) is locally exponentially stable under the joint system

Y W 0% . .
Vs = S;/B)(gs(v;ﬂ) - Us)a Ts = AS(UQB) — Ts, T e HA(S)
S
Proof. The strict ordering of winner classes makes each ¢ in Lemma B.5 unique. Suppose first that
equilibria v/ — v* occur along 3; — co. Eventually they belong to the fixed ball B of that lemma.

The fixed-point identity and (B.10) imply
|07 — G(v*)]|oo < Ce™Pi" — 0.

Thus v* = g(v*), proving necessity even for classes that are never chosen at the limiting VE.

Conversely, suppose v* = g(v*). For all sufficiently large 3, the lemma gives g(B; 8) C B, /2(v*)
and supp || Dvg|leo < gs < 1/2. Since B is convex, g is a contraction on B, so Banach’s theorem gives
exactly one fixed point there. It belongs to K because every value of g belongs to K. Evaluating
(B.10) at the fixed point proves the exponential approximation bound, and hence the LSVE property.
In particular the interior of B is the fixed neighborhood required in the paper. On each boundary
face of B the normalized field points strictly inward. Thus B is positively invariant. If v(¢) starts in
B, variation of constants for z(t) := v(t) — v” and the contraction bound give

t
12(®)loe < 12(0)]o0 + g / e [12(w)l|oo .

Gronwall’s inequality yields [|z()]leo < e~(1798)%||2(0)||oo. This proves local exponential stability
for the normalized system. Equivalently, every eigenvalue of Dg(v®) — I has real part at most
—1+q5<—1/2.

At a joint equilibrium 2# = A(v?; 8), the factors A, /x4 equal one and all prediction errors vanish.
In local coordinates on the simplex tangent space, the joint derivative is the block-triangular matrix

VB —
(D%(A(zﬁ) ! _OI> . (B.13)

Its extra n — 1 eigenvalues are —1. It is therefore Hurwitz, and the standard linearization theorem
for a smooth ODE gives local exponential stability of the joint equilibrium. O

Corollary B.7 (Coverage, including full singleton support). If a menu-wise strict VE selects every
class in at least one supported menu, it is an LSVE and all the nearby-equilibrium and local-stability
conclusions of Theorem B.6 hold. In particular this applies when every class has a supported singleton
menu. Distinct winners need not have distinct valuations in this corollary.

Proof. For each s, some menu is won by s. In every other menu containing s, the winner either is s
or has valuation strictly above v;. Thus the unique closest winner is ¢, = s, and the closest-loss
menus are exactly those won by s. VE consistency gives v¥ = gs(v*). The uniform estimates and the
sufficiency proof above apply. A class always wins its own singleton menu, proving the assertion. [J
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Lemma B.8 (Generic ordering of winning classes). For generic reduced-tree parameters, every
menu-wise strict VE orders its winning classes strictly.

Proof. There are finitely many pure menu-choice profiles. Fix one and write A5 for the nonempty
collection of menus it assigns to winner s. VE consistency determines

Ve = ZweAs p(w)ms(w)
’ szAS p(w) .

For two distinct winners s, t, their equality is a smooth hypersurface in parameter space: its derivative
with respect to any 7g(w) with w € Ay is nonzero. It is relatively closed, nowhere dense, and Lebesgue
null. The union over the finitely many profiles and winner pairs has the same properties. Outside
that union, no menu-wise strict VE has tied winner valuations. O

C Constant competitive-menu payoffs and two-class convergence

Suppose 7s(w) = bs whenever s € w and |w| > 2. Put as = p({s}), interpreting this probability as
zero if the singleton is unsupported, and put ds = as(ms({s}) — bs), with dg = 0 when a; = 0. If a
class appears only alone, choose any b; and define dg by the same identity. Then

Rs(v) = bsAs(v) + ds, gs(v) = bs + (C.1)

As(v)’
Theorem C.1 (Constant competitive-menu payoffs). For each fized finite [3, every normalized
trajectory approaches the SVE set, and every joint trajectory approaches the corresponding joint
equilibrium set. If the SVE set is finite, each trajectory converges to one equilibrium. For each fized
B, finiteness holds generically within the family satisfying the stated payoff restriction. If ds > 0 for
every class, the SVE is unique.

Proof. The case 8 = 0 is the constant-target benchmark. Assume 5 > 0. Let p = (p%,) be an interior
menu-wise choice profile and set X,(p) = >_ 5, p(w)ps,. Consider

= {bsXs(p) + dslog X(p 6213 )> ol log s (C.2)

SEw

All expressions below are evaluated on compact interior sets, so their derivatives are bounded. In a
simplex tangent direction its gradient is represented by

1 09 ds 1

—— — bs + —

p(w) Op3, Xs(p) B

Normalized dynamics. Set p = o(v) and F' = g(v) —v. Since X(p) = A(v) and logo, =

Pus —log > jew ePi | the simplex gradient is represented by Fy plus a menu constant. Differentiating
the logits gives

(1 +log pf,).-

S s j d
ph=BpL | Fe= D pbFy )| o BZp w) Var,, ) (F) > 0.

JEW

Valuations stay in a compact box. LaSalle’s invariance argument places their omega-limit set in the
zero-derivative set. There F§ is constant on each connected component of the class co-occurrence
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graph. Along a trajectory remaining in this set, all within-component valuation gaps are constant,
so ¢ is constant and the remaining component-wise common shift solves ¢ = —c. The only such
complete trajectories in a compact set are stationary. Thus the largest compact invariant subset of
the zero-derivative set consists of SVE, proving approach to the SVE set.

Joint dynamics. In sufficient statistics, e = ys — bsxs — ds satisfies é5 = —eg by (C.1). Introduce
an auxiliary profile, with any interior initial condition, through

°S S

P = 05(V) = Pl

It remains a menu-wise probability profile. Moreover X (p) — z solves the same equation h=—h.
The compact valuation box bounds all logits away from zero, so eventually p, X (p), and x stay in
compact interior sets. Consequently

bs +ds/Xs(p) —vs = Oe™).

Writing o = o(v) and using the logit odds identity gives

0 = 5 S0l S0~ ) los 52 + 01
= D(t)+0(e™"),  D()>0. (C.3)

The error is absolutely integrable and ® is bounded along the trajectory. Thus fooo D(t)dt < oc.
Smoothness on the eventual compact set makes D uniformly continuous; the elementary integrability
argument for a nonnegative uniformly continuous function gives D(¢t) — 0. Each summand is
nonnegative and vanishes precisely when its two arguments agree. Hence p — o(v) — 0 and
x — A(v) = 0. The decaying e; and (C.1) now imply v — g(v) — 0. Compactness proves approach
to the joint equilibrium set.

If that set is finite, the connectedness of an omega-limit set gives convergence to one point. For
generic finiteness at a fixed sensitivity, vary every payoff of class s by an independent constant
ts. This operation preserves constant competitive-menu payoffs and changes g; by exactly t5. The
equilibrium equation is therefore a submersion in these class shifts. Parametric regular-value theory
gives regular, hence isolated, equilibria for a comeager full-measure set of parameters; compactness
makes their number finite. The parameter topology is the relative Euclidean topology of this
restricted payoff family.

Finally, when all ds > 0, the first sum in (C.2) is concave and the entropy term is strictly concave
on the product of menu simplices. At any SVE its profile is an interior stationary point of ®; strict
concavity gives at most one such profile. That profile determines g and therefore the valuations
uniquely. Existence was proved above. This also covers classes with ds = 0. O

C.1 Robustness to payoff heterogeneity

The robustness argument concerns the entire recurrent set, not merely the continuation of individual
equilibria. We use the following perturbation fact on a fixed compact trapping region. All derivatives
and hyperbolicity statements are understood in the affine state space; in particular, frequency and
menu-probability vectors are restricted to their respective simplex hyperplanes.

Lemma C.2 (Persistence of a finite hyperbolic recurrent set). Let Fp be C' vector fields on a
neighborhood of a compact set K, with Fy — Fy in C' there as @ — 0. Suppose K is positively
mwvariant for every sufficiently small 0. If the chain-recurrent set of the benchmark semiflow on K
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consists of finitely many hyperbolic equilibria in the interior of K, then, for sufficiently small 0, its
counterpart consists precisely of their hyperbolic continuations. Their stable and unstable dimensions
are unchanged, and every trajectory in K converges to one of them.

Proof. Write cpf for the semiflow. A point is chain recurrent if, for every e, T > 0, it can return to
itself by a finite sequence of orbit segments of lengths at least T', with jumps smaller than e between
successive segments. The segment lengths may always be taken in [T, 27| by subdivision.

The chain-recurrent set is upper semicontinuous in 6. To see this, suppose §; — 0 and chain-
recurrent points z; € K converge to z. Fix ¢,7" > 0. Continuous dependence of solutions gives

uniform convergence of gofj to ¢ on [0,27] x K. A sufficiently accurate returning chain for z;
therefore becomes an (e, T')-chain for the benchmark after replacing its initial and final points by z.
Uniform continuity of ¢ on the same compact set controls the change in the first segment. Thus z
is benchmark chain recurrent. Compactness proves that every open neighborhood of the benchmark
recurrent set contains the perturbed recurrent set for all sufficiently small 6.

Let the benchmark equilibria be z1, ..., zny. Hyperbolicity and the implicit function theorem give
continuations z;(#) with the same stable and unstable dimensions. Choose pairwise disjoint compact
neighborhoods U; in the interior of K sufficiently small that the only complete orbit remaining in
U; is z;(#), uniformly for small 8. This familiar local consequence of hyperbolicity can also be seen
from an indefinite quadratic form: in stable and unstable coordinates, take the difference of positive
quadratic forms on the unstable and stable subspaces. Its derivative is positive definite for the
linearization, and remains so near the continued equilibrium for C'-close fields. Along a complete
orbit confined to this neighborhood, boundedness of the quadratic form makes the squared distance
to the equilibrium integrable over R. Uniform continuity implies that this distance tends to zero in
both time directions. The quadratic form consequently has the same limit zero at both ends, forcing
the orbit to be stationary.

By upper semicontinuity, the perturbed recurrent set lies in | J; int U;. It is invariant, and continuity
of orbits prevents a complete orbit in this set from moving between the disjoint neighborhoods. The
local property just proved therefore makes it exactly {z;(0) : 1 <i < N}. Every trajectory in K
has a nonempty connected omega-limit set contained in the chain-recurrent set. That limit set is a
singleton, proving convergence. O

Corollary C.3 (Robustness to payoff heterogeneity). Fix a finite sensitivity 5 > 0 and the menu
distribution p. Suppose the benchmark satisfies constant competitive-menu payoffs and every SVE is
reqular:

det(I — Dg(v*)) #0 for every v* € V(B). (C4)

There exists € > 0 such that every conditional-mean payoff specification T with

|7 — 7|0 := max |Ts(w) — ms(w)| < €
weQt

SEw

has the same finite number of SVE as the benchmark, with unchanged stable and unstable dimensions
under each mean field. Every normalized trajectory from finite valuations, and every joint trajectory
from finite valuations and strictly positive frequencies, converges to an equilibrium. Condition (C.4)
holds on a comeager, full-measure subset of the restricted benchmark payoff family at each fized B
and p.

Proof. If B = 0, all choice probabilities and sampled-payoff targets are constant, for every payoff
specification. The normalized equation is a stable linear filter. In joint sufficient statistics both x
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and y are stable linear filters with constant targets. There is one equilibrium, all its eigenvalues are
—1, and every trajectory converges. Henceforth assume 5 > 0.

Step 1: common compact trapping regions and continuous dependence. Restrict provisionally to
|7 — 7||oe < 1, and put

mszglairslws(w), Ms:rijlggcﬂs(w), B:H[mS—Q,MS—{—Q].
S

Every perturbed target gs(v) lies in [ms — 1, My + 1]. Thus B is strictly inward pointing for the
normalized valuation field and for the valuation coordinates of the joint field. It is also eventually
entered from every finite initial valuation vector. For the joint system, first use the invariant box
spanned by the initial values and [mg — 1, M5+ 1]. On this box A4 has a positive lower bound, so the
rates Ag/xs are bounded below, since x5 < 1. Coordinate comparison then gives finite-time entry
into the enlarged box B. This argument uses the enlargement, not finite-time entry into the payoff
box itself.

Let

A= min Ag(v) > 0, 0<dy <A
s,veEB

The set Ky = B x {x € A(S) : x5 > 05} is compact and positively invariant, and every joint
trajectory eventually enters it. Indeed, after entry into B, the equation &5 = Ag(v) — x5 forces
above §, in finite time. The normalized system uses Ky = B. Neither region depends on 7. On
these regions the corresponding vector fields converge in C' to their benchmark fields as @ — 7: the
weights and denominators in g are smooth, the denominators are bounded away from zero, and the
reward numerators depend linearly on the conditional means.

Step 2: reqularity implies hyperbolicity in the benchmark. Define

L(v) = ; Zp(w) logz ePvs.

scw

Then A = VL and H(v) := DA(v) = D?L(v) is symmetric positive semidefinite. With D(v) =
diag(ds/As(v)?), identity (C.1) gives

Dg(v) = —D(v)H (v), Jn(v) = =1 — D(v)H(v). (C.5)

The matrices DH and H/2DH'Y? have the same characteristic polynomial, by det(tI — AB) =
det(tI — BA). The latter is symmetric. Consequently every eigenvalue of Jy is real, even if some
ds are negative or H is singular. Regularity excludes zero eigenvalues and therefore makes every
normalized equilibrium hyperbolic. Proposition A.7 adds only |S| — 1 stable eigenvalues equal to —1
for the joint equilibrium. Compactness of the equilibrium set and regularity make the number of
equilibria finite.

Step 3: the normalized benchmark has no other chain recurrence. For a compact positively
invariant region K, its maximal invariant set A = ()~ ¢¢(K) consists of the complete orbits that
remain in K. It attracts K, contains its chain-recurrent set, and the latter is internally chain
recurrent. We use the finite-critical-values Lyapunov criterion: a strict Lyapunov function on A,
with finitely many equilibrium values, excludes chain recurrence outside equilibria (Benaim, 1999,
Theorem 5.5 and Proposition 6.4). One can see the exclusion directly by choosing, between the
function’s value at a nonequilibrium point and its value later on that orbit, a level distinct from
all equilibrium values. Within the compact recurrent set, the corresponding upper level set traps
all sufficiently accurate chains once they enter it, preventing a return to the original point. The
finiteness qualification matters; monotonicity of a scalar function alone would not suffice.
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On Ky, the preceding potential calculation gives

d
dt BZP w) Var,, ) (g(v) —v) > 0.

Suppose its derivative vanishes at v. Write ¢ = g(v) — v. The entries of ¢ coincide within each
connected component of the class co-occurrence graph. Hence every menu’s logits are unchanged by
adding ¢, and u := v + ¢ = g(v) satisfies g(u) = u. The entire orbit through v is

v(t) =u+e (v —u), t € R,

because the logits and g stay constant along these component-wise translations. If v # w, this orbit
is unbounded backwards in time. It cannot lie in the maximal invariant subset Ay of K. Therefore,
on Ay, the potential increases strictly outside the finite equilibrium set. The Lyapunov criterion
makes that set the entire chain-recurrent set on K.

Step 4: the joint benchmark has no other chain recurrence. Adjoin the auxiliary menu-probability
profile

5, = o) — (C.6)

This equation does not affect (v, x) and is adjoined to both the benchmark and perturbed systems.
Each equilibrium has the unique lift p = o(v), and the augmented Jacobian adds only > (jw| —1)
eigenvalues equal to —1. Choose 6, > 0 smaller than min,ep o, scw 05 (v). Taking the product of
K j with the menu simplices restricted to pJ, > d, gives a common compact trapping region K7y, for
the augmented systems. The linear filters in (C.6) give eventual entry, and the augmented fields
converge in C! on a neighborhood of K7

In the benchmark, let y, = z,v; and

€s :ys_bsxs_d& hs :Xg(p)—xs.

As in the potential proof, ¢ = —e and h = —h. Every complete orbit in K, therefore has e = h = 0.
On its maximal invariant subset Aj, we consequently have z = X (p) and vs = bs + ds/Xs(p). The
potential identity is now exact, with no error term:

5219 )3 (05 () — ) log ‘;(”)zo. (1)

s
SEW w

dt

Equality holds exactly when p = o(v). Together with e = h = 0, this implies x = A(v) and v = g(v),
so the augmented state is an equilibrium. The potential is thus strict off the finite augmented
equilibrium set on Ajz. The same Lyapunov criterion shows that this is the entire chain-recurrent
set on K7,.

Step 5: perturbation and genericity. Steps 1-4 verify all hypotheses of Lemma C.2, separately for
the normalized field on Ky and the augmented joint field on K. All benchmark equilibria are in
the interiors of these regions; shrink the payoff neighborhood to one that works for both applications.
Every perturbed trajectory in either region converges to a continued equilibrium. Eventual entry
extends the conclusion to arbitrary finite valuations and positive initial frequencies. Projecting
an augmented trajectory onto (v,z) proves the claimed joint convergence. The implicit-function
continuations of g(v) — v = 0 give the same valuation equilibria in both systems. Their numbers and
stable and unstable dimensions are unchanged; the auxiliary profile only adds stable directions.

Finally, the class-wise payoff shifts used in the proof of Theorem C.1 preserve the benchmark
restriction and shift g by arbitrary constant vectors. Parametric regular-value theory therefore gives
(C.4) on a comeager, full-measure subset of the benchmark family, with p and g fixed. This proves
the generic form of the main-text corollary. O
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The neighborhood in Corollary C.3 is unrestricted in the conditional means: competitive-menu
means need not remain equal, and singleton means may also change.

C.2 Convergence with at most two classes

Corollary C.4 (At most two classes). For every decision tree with at most two classes and every
finite B8 > 0, every trajectory of either mean field converges to an equilibrium. If the equilibrium is
unique, it s globally asymptotically stable under both systems.

Proof. Only one competitive class menu is possible, so Theorem C.1 applies. If there are two classes,
write u = v; — vg. The normalized gap field is h(u) = g1(u) — g2(u) — u. It is real analytic on R
and is not identically zero because g is bounded. All its zeros lie in a compact interval, so it has
finitely many zeros. Each zero determines exactly one valuation equilibrium. The one-class case is
immediate.

For completeness, suppose the equilibrium is unique. If the binary menu is absent, both targets
are constant and Lyapunov stability is immediate. Otherwise write p > 0 for its probability and
define

Q= xl;al, es = Ts(vs — bs) — ds.
Thus @ is a historical-frequency coordinate. Since a; + as + p = 1, we have

r1 = a1 + pQ, T2 = az +p(1 — Q).
The joint equations give the exact identities

. . di + e do + e )
és = —es, =lg(by+——bp———F—— ) = Q,
< ﬁ(l @ P mri-q) ¢

where (5(w) = (1 + e #¥)~1,

Let H(Q) denote the right-hand side with e; = es = 0. Its zeros in (0,1) correspond exactly
to joint equilibria, so it has a unique zero Q* € (0,1). Moreover, H(0) > 0 and H(1) < 0, using
the continuous extension of dy/xs when as = ds = 0. Hence H is positive below Q* and negative
above it. Choose any sufficiently small closed interval about @Q*. Its endpoint fields point strictly
inward, and both denominators are bounded away from zero on that interval. By continuity, these
inequalities persist for sufficiently small discrepancies (e1,e2). Since es(t) = es(0)e™t, sufficiently
small initial discrepancies remain small for all time, and the interval is forward invariant. Finally,

ds + ey

Ts

vg = bg +

shows that (Q,e1, e2) are smooth local coordinates near the equilibrium. Taking the interval and
discrepancies sufficiently small therefore proves joint Lyapunov stability.

For the normalized system the scalar gap field h has the same inward sign property about its
unique zero; the remaining valuation follows a stable linear filter. This proves normalized Lyapunov
stability as well. The already proved global attraction completes the claim. O

C.3 The Bordeaux—Chianti illustrations

For the three equally likely menus {B,C}, {B}, and {C'}, competitive payoffs (2,1), and common
singleton payoff z, put ¢ = ¢3(vp — vc). Then

_2q+z _1l—q+=z

9B = 1+ q ) gc = .

2—q
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At any SVE the normalized eigenvalues are

L 14800 —q>{(f+‘ St q>} (©8)

Indeed Dg = ¢'(q)Bq(1—q)(1, —1) has rank at most one. The joint system has one further eigenvalue
—1.

When z = 0, the strict equilibria associated with the two rankings are (1,0) and (0,1/2). They
produce two locally exponentially stable branches at high sensitivity by the strict-equilibrium theorem.
Every interior limiting probability must solve gg(q) = gc(q), or ¢> — 4¢ + 1 = 0. The only root in
(0,1) is go = 2 — /3, with common valuation 1 —1/+/3. The derivative of gp — g¢ is strictly positive
on [0,1]. The implicit function theorem applied to

98(q) — gc(q) — B~ log % —0

therefore gives exactly one branch near q; its second eigenvalue in (C.8) is positive for sufficiently
large 5. Compactness of [0, 1] and the three possible limiting probabilities show that these three
branches exhaust the SVE for all sufficiently large sensitivities. The stable branches have both
normalized eigenvalues tending to —1, since Bq(1 — q) — 0 there.

When z = 11/3, both ds are positive. The SVE is unique, globally attracting, and locally
exponentially stable at every finite sensitivity; for 8 > 0 its second normalized eigenvalue is strictly
below —1. The limiting probability cannot be zero or one, because the corresponding limiting
valuation gap would have the opposite sign. Its interior limit solves gp(q) = gco(q), with unique
solution g = 2/3 and valuations (3,3). This proves the indifference and mixing values used.

C.4 A useful lower bound on the size of a cycling example

Lemma C.5 (At most one class with heterogeneous menu means). If g5 is constant for all but
at most one class, every trajectory of either mean field converges to an equilibrium at every finite
sensitivity. Consequently cycling requires at least three classes and at least five objective alternatives.
Deleting any supported menu from the three-menu construction below eliminates cycling.

Proof. For each constant-target class, normalized valuations converge exponentially to their target;
under the joint system the identity xs(vs — cs) = e tws(0)(vs(0) — cs) gives the same conclusion
because s stays away from zero. For the remaining class j, after rescaling time by its bounded,
strictly positive joint coefficient A;/xz; (or without rescaling in the normalized system), its equation
is an asymptotically autonomous scalar equation with limiting field g;(v;,c—;) — v;. This field is
analytic, bounded minus v;, and has only finitely many zeros in the trapping interval. A scalar
asymptotic pseudotrajectory with compact range has its limit set among these zeros: away from a
zero the field has a fixed nonzero sign, which excludes chain recurrence there. Connectedness gives
convergence to one zero. The frequency filters then converge as well.

With at most two classes the preceding corollary applies. With three or more classes but at
most four alternatives, at most one class can contain more than one alternative. Every other class
has a constant conditional mean, so the lemma applies. The five-alternative construction attains
this lower bound. Removing either of its binary menus leaves constant competitive-menu payoffs;
removing its singleton leaves only B with heterogeneous menu means. These observations prove
the last assertion. The alternative-count claim concerns fixed objective reward laws and a fixed
within-class implementation rule, as maintained here. O
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D Corrective feedback and singleton-payoff shifts
Throughout this section, Q1 = {w : p(w) > 0}, OF = {w e QT : s € w}, and
Ywear PW)og (v)ms(w)

M) = 3 pwoie), gl = 0 . F@) =gl) v

weQd

The sensitivity 5 < oo is fixed unless otherwise indicated. Every class occurs in a supported menu,
so As(v) > 0 at every finite v. The normalized dynamics are v = F'(v). The coefficient-one harmonic
visit-count dynamics are

Fs(v), s = As(v) — xs, x € int A(S). (D.1)

Write mg = ming+ 7, M, = maxq+ s, and K = [[,[ms, M]; some coordinate intervals may be
singletons.

D.1 Negative payoff-crowding covariance

Lemma D.1 (Derivative and row-sum identities). For distinct s,r,

0,9:(0) = o= 3 HILW0l0) ~ ) 02)
wGQj
= —f Covye (ms(w), o, (v)), wy(w) = Iw. (D.3)

Here o], = 0 if r ¢ w. Moreover, Dg(v)l1 =0 and DF(v)1 = —1.

Proof. For s # r, 0y, 0, = —posol,. Differentiating the quotient defining g5 gives (D.2). Since
Yo, Wo(w)ms(w) = gs(v), the same expression is the covariance in (D.3). Logit probabilities are
unchanged by v — v + ¢, hence so is g. Differentiation in ¢ proves both row-sum identities. These
formulas remain valid at 8 = 0, when g is constant. O

Theorem D.2 (Corrective feedback: both dynamics and arbitrary initial values). Suppose the
covariances in (D.3) are nonpositive for every v € K and every s # r. There is a unique SVE v*.
The normalized equilibrium v* and the joint equilibrium (v*, A(v*)) are globally asymptotically stable,
for arbitrary finite initial valuations and strictly positive initial frequencies. For two mormalized
solutions initialized in K,

l(t) = u(®)]lso < e [[0(0) = u(0)|oo- (D-4)

Under the maintained stochastic-approximation assumptions, the harmonic visit-count recursion
converges almost surely to (v*, A(v*)).

Proof. Existence and contraction on K. The continuous map ¢ takes all of RS into K, so Brouwer’s
theorem on the possibly lower-dimensional box K gives a fixed point. For v,u € K, put

1
A(v,u):/o DF(u+6(v—u))de.

Lemma D.1 makes A Metzler with row sums —1. If 2 = v — w and |z;| = ||2||00, then

sgn(zi)(A2)i < [ Ai+ Y Ay | 120 = =l12lloo-
i
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The upper right Dini derivative therefore satisfies DV||2(#)]|c0 < —||2(t)|loo for normalized solutions
in K. The box is positively invariant because g5 € [ms, M;]. Gronwall’s inequality proves (D.4), and
applying this estimate to two fixed points proves uniqueness.

Bounds along trajectories. Let

H = H[min{ms, vs(0)}, max{Ms,vs(0)}].

S

For either dynamics, H is positively invariant. On this compact box, set d = ming ey As(v) > 0.
The frequency equation gives

z5(t) = e twy(0) +/0 e WA (v(u)) du > min{z,(0),d} > 0.

Consequently the joint adjustment rates as(t) = As(v(t))/xs(t) are bounded above and below by
strictly positive constants @ and a. For normalized dynamics take both constants equal to one. These
bounds also imply global existence. Coordinate comparison at the endpoints of K yields

5(t) == distoo (v(t), K) < e=5(0). (D.5)

Indeed each positive part (vs — M)+ and (ms — vs)+ has Dini derivative at most —ag(t) times itself.
Convergence even when the covariance condition is imposed only on K. Let v be the coordinatewise
projection of v onto K and e = v — v*. On the compact set H, ¢ is Lipschitz. Put

1
B(ﬁ):/o Dg(v* + 6(F — v*)) db.

Its off-diagonal entries are nonnegative and its row sums vanish. There is a finite constant C'iy such
that
Fo) = (B@) = De+r(),  [Ir()lle < Crllv—7|co-

This identity follows by expanding ¢(v) — g(v*) and absorbing g(v) — g(v) — B(v)(v — v) into r(v).
The previous active-coordinate calculation, now multiplied by the positive rate a;(t), gives

D le(®) oo < —alle(t)lloc +aCud(t).
Together with (D.5), this implies
[v(t) = v*[loe < e % (|[v(0) — v* oo +aCHS(0)t) — 0. (D.6)

Continuity of A and variation of constants in the frequency equation then give x(t) — A(v*).

The estimates also prove stability. For initial states in a fixed small neighborhood of the
equilibrium, H can be chosen as one fixed compact box and the rate bounds chosen uniformly. Since
5(0) < ||lv(0) — v*||s0, the right side of (D.6) is bounded by a fixed multiple of the initial valuation
error, uniformly in time. The frequency variation-of-constants estimate adds a fixed multiple of
that error to the initial frequency error. This proves Lyapunov stability and, together with global
attraction, global asymptotic stability. Finally the stochastic-approximation proposition established
for the harmonic recursion identifies its almost-sure limit set with an internally chain transitive set of
the joint flow. A globally asymptotically stable equilibrium is its only such limit set in the compact
region visited by a bounded trajectory, proving the almost-sure assertion. O

Remark D.3. The box K is globally attracting and positively invariant. It need not be entered in
finite time. For example, when g, is constant, a coordinate initialized above that constant approaches
it from above at every finite time. No finite-time absorption claim is needed in the preceding proof.
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D.2 High singleton payoffs

Assume every singleton is supported, there are at least two classes, and the co-occurrence graph is
connected. Write gs = p({s}), as = ms({s}), and 7% (w) = ms(w) + 21{w = {s}}. To give explicit
sufficient cutoffs, set

P, = Z p(w), as=4qs/Ps, {s= min m4(w), us= max ms(w),

weﬂj wed
we! w|>2 ] >2
and
us — (1 — )l
Zeoy = Max {S(S)S — as} , (D.7)
s Qg
M = max ms(w), amin = minas, pc = min p(w), ¢max = Maxgs,
s,weQd S weNt s
|w|>2
Qmax M — amin
A= ——— < 1, Ztie = ——————. (D.8)
qmax T PC 1— A

Connectedness ensures that all competitive-payoff extrema and pc are well defined.

Theorem D.4 (High singleton shifts). Let Zy = max{0, zcov, 2tie }. For each fized z > Zy, every finite
sensitivity has a unique SVE and both dynamics converge globally to the corresponding equilibrium.
The harmonic stochastic recursion converges almost surely under the maintained assumptions. As
B — o0, the unique SVE and its entire menu-choice profile converge to a VE (0°°,v°°) with at least
one supported competitive menu containing multiple valuation mazximizers.

Moreover, for every fized z > Zg, the limiting choice profile o assigns positive probability to at
least two classes in some supported competitive menu.

Proof. Uniform corrective feedback. The conditional singleton weight is qs/As(v) > as. For z > 2oy,
as + z > {5 and therefore, uniformly over all finite v and all finite sensitivities,

9z (v) > as(as + 2z) + (1 — ag)ls > us.

Singletons contribute zero to every cross derivative in (D.2); all competitive contributions are
nonnegative. Theorem D.2 proves all finite-sensitivity dynamic conclusions.

No menu-wise strict VE at high shifts. Suppose a VE has a unique maximizer in every supported
menu and let ¢ have minimum valuation. It cannot be selected in a competitive menu: if it were that
menu’s unique maximizer, every other available valuation would be strictly smaller, contradicting
minimality. Hence v; = a; + 2 > amin + 2. Choose a supported competitive menu containing ¢, and
denote its unique winner by j. If D; is the total probability of menus won by j, then

qj
v; =bj + Az, b; < M, Aj =gq;/D qu+pc < A
For z > ze, this gives v; —v; > (1 — A\y)2z + amin — M > 0, contradicting the victory of j.

A limit of the unique SVE path. For fixed z, the graph of v® = g*(v?; ) is definable in Rexp.
Uniqueness makes it the graph of a single bounded function of 3, since all equilibria lie in K(z). The
o-minimal monotonicity theorem implies convergence of each coordinate at infinity. Each associated
logit probability is also bounded and definable, so the complete choice profile converges. If s is not a
maximizer in w at v™°, its logit probability is eventually at most e #" for some 7 > 0. The limiting
choices are thus supported on menu maximizers. Since Ag(v?) > g, > 0, passage to the limit in
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the consistency equations is legitimate and proves VE consistency. The preceding step excludes
menu-wise strictness of this limiting VE.

Genuine mixing of the selected limit. Suppose, to the contrary, that ¢°° is pure in every supported
menu, and write p(w) for its chosen class. Since the menu support is finite, for all sufficiently large

finite 8 > 0,
1
oW (vF) > 3 for every w € Q.

w

The logit formula therefore implies o°

@) > of for every r € w \ {¢(w)}. Fix one such # and break
any remaining valuation ties to obtain a strict total ranking implementing ¢ in every supported
menu.

Let ¢ be the lowest-ranked class. It is selected only in its singleton menu, so limiting VE
consistency gives

0% = a; + 2 > Amin + 2.

Connectedness supplies a supported competitive menu containing i; let j # i be its selected class.
Define

Ew‘ (w)=j p(w)ﬂj (w)
D; = b, = plw)=] )
J Z .P(W)v j D;
wip(w)=j
Since j is selected in its singleton and in this competitive menu,
D; > q; + pc, bj < M, vjo-ozbj—i-%ZSM—i-/\*z.
J

Consequently, z > ze implies

V70 =07 > amin — M + (1 — A)z > 0.
This contradicts VE maximization in the competitive menu containing ¢ and selected class j. Thus
0% mixes in at least one supported competitive menu. O

D.2.1 Monotone menu probabilities and total indifference

In this subsection suppose every nonempty menu is supported, ¢s = ¢ > 0 for every class, and
p(w) < p(w') whenever w C w'. Let Mo = max_ o+ [7s(w)]-

Proposition D.5 (Total indifference at every VE). For z > 2Mg/q?, every VE of the shifted tree
has equal valuations across all classes. For z > max{Zy,2My/q?}, the unique SVE path selects one
such VE whose limiting choice profile satisfies o2°(s) > 0 for every supported menu w and every
s € w. No genericity restriction is needed.

Proof. Fix any VE (o,v) and write

Dy =) pw)ow(s),  vs=bs+(g/Ds)z,  |bs] < M.

Suppose v; < vj, and let M; = {w : 0,,(i) > 0}. For every w € M;, all classes in w have value at
most v, s0 j ¢ w and j is the unique maximizer in w U {j}. The injection w +— w U {j} has image
disjoint from {j}. Consequently

D;>q+ > pwu{j}) =g+ Y pw)>q+Di
wEM; weM;

28



Since D;, D; <1, q/D; —q/D; > ¢*. Consistency now gives v; —v; > ¢?2 —2M > 0, a contradiction.
Thus all valuations tie.

For z > max{Zy, 2My/q*}, write o for the logit profile at the unique SVE v#. By Theorem D.4,
these profiles and valuations converge to a VE (6°°,v>°). Suppose some supported menu v contains
a class i with 02°(7) = 0. Choose j € v with 0;°(j) > 0. Their logit odds satisfy

By
Rg = exp{[?(vé3 - vlﬂ)} = ZBE‘Z; — 0.

Consider any menu w with ¢°°(i) > 0. It excludes j, since otherwise o0 (j) = Rgag (7) would exceed
one. Adding j to this menu gives
Raob(i
Ufu{j}(j) = 570‘;(&) — L
1 + Rﬁaw (Z)
The same injection thus gives D; > g+ D; for the selection masses of 0°°, and hence ¢/D; —q/D; > Q.
Since all limiting valuations are equal, payoff consistency gives 0 = v{® — v7° > —2Mo + 2¢> >0, a
contradiction. Every available class thus has positive probability in the selected limiting profile. [J

D.3 Additional primitive sources of corrective feedback

High singleton payoffs are one way to ensure corrective feedback in the sense of Theorem D.2. More
generally, the relevant comparison is between a class’s assessment and the payoffs of the observations
displaced by each rival. In this subsection, all menu sums and extrema here range over the supported
set QT. For distinct co-occurring classes s, r, define

Y pw)ms(w)/Zo(v)?

w3s,r

Zult) = D exp(By). - halv) = =

w3s,r

Its weights are proportional to p(w)of (v)o],(v). Consequently,

Covuy (ms(w), 03, (1)) = Bug[of, ()] [hrsr(v) = g5(v)]. (D.9)
Nonpositive covariance is equivalent to hg,(v) < gs(v). Pairs that never co-occur have zero covariance.

Proposition D.6 (A primitive sufficient condition). Suppose every singleton menu is supported and
every co-occurring pair s,r has a supported binary menu. Write

g =p({s}), as=m({s}), Pi=) pw)

wISs

and, for each co-occurring pair, let

Psr = p({s,r}), Hy = Z p(w), Usr = max Ws(w)-

w2{s,r} wee,
If
, H,,U. _ .
ms + %(as —myg) > psrﬂs(;s T—i}:)l;_ Srosr for every co-occurring ordered pair s,r,  (D.10)
S ST ST

then all payoff-crowding covariances are nonpositive for every v € RS and every finite 8 > 0.
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Proof. Since As(v) < Ps and every payoff is at least my,

4s ms)>ms+&

QS(U) > ms + As (’U) (as - = P,

(as —ms).

For every w 2 {s,r}, Zu(v) > Zis,3(v). The binary menu therefore receives at least the fraction
Dsr/(psr + Hgy) of the weights defining hg,. Since ms({s,7}) < Usy,

h (U) < psrﬂ's({sar}) + Hg Uy,
° a Psr + Hgp '

The conclusion follows from (D.9). O

This condition permits favorable experiences in larger menus, provided each rival predominantly
displaces poorer observations. The following example also shows that intermediate singleton payoffs
can sustain robust limiting indifference and mixing.

Corollary D.7 (Intermediate singleton payoffs). Consider three classes and all seven nonempty
menus. Fach singleton menu and each binary menu has probability 10/61, and the ternary menu
has probability 1/61. FEvery represented class receives expected payoff 1 in singleton menus, 0 in
binary menus, and 2 in the ternary menu. At every finite sensitivity, all ordered-pair payoff-crowding
covariances are strictly negative, and the unique SVE is

32
s |
v 61 .

Choices are uniform within every menu. In the relative parameter space of reduced primitives (p, )
with this seven-menu support, there is an open neighborhood of the stated specification in which the
covariance condition holds at every finite sensitivity, every VE has equal class valuations, and the
unique SVE converges as B — oo to total indifference with strictly positive choice probabilities in
every mena.

Proof. For every class and co-occurring rival,

1 2 4
s hST(U) A gs(v) - hsr(U) > 78 > 0.

>
gs(v) 11 = 341

- 3717
Proposition D.6 and Theorem D.2 give the covariance signs and uniqueness. Symmetry forces equal
equilibrium valuations. At equal valuations the conditional payoff is

104+2/3 32
10+10+1/3 61’

independently of sensitivity.

We establish robustness explicitly. For each nonempty proper subset H C {A, B,C'}, consider
the compact set Py of choice profiles that choose only from H whenever the menu intersects H.
Write G(o) for the conditional payoff induced by a profile o. At the displayed primitives, every
o € Py satisfies, for s € H and r ¢ H,

|Hl=1: Gs(0)=12/31<1/2 < G,(0),
|H|=2: Gs(0) <12/21 < 1= G,(0).

For the first comparison, the sole member of H wins both its binary menus and the ternary menu,
while each other class receives at most one binary-menu type alongside its singleton observations.
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For the second, each member of H must win its binary menu against the remaining class; that class
receives only singleton observations.

Singleton probabilities bound all sampling denominators away from zero. Continuity, compactness
of the sets P, and the finitely many possible H therefore make these strict comparisons persist
throughout one open neighborhood of primitives. Shrink this neighborhood so that the strict
inequalities in (D.10) also persist. A VE with unequal valuations would have a proper highest-
valued group H, whose choices belong to Py. Its payoff consistency would contradict the displayed
comparisons. Every nearby VE is therefore totally indifferent.

Fix any specification in this neighborhood. The unique SVE and its logit choice profile are bounded
functions of 8 definable in Reyp. The monotonicity argument used in the proof of Theorem B.1
therefore gives limits as 8 — 0o, without a genericity restriction. The same argument applies to

A\ = exp(ﬁvf) ‘
Zjexp(ﬁvf)

For every choice profile, singleton support gives Dy(0) := )" - p(w)oy > gs > 0. Continuity of G
consequently implies
v® = lim Gy(0”) = Gs(a™).
B—00
Let H = {s: A® > 0}. If H were proper, the limiting choice profile would belong to Pg, implying
vy® < v forse H,r ¢ H. But )\E/Af — oo implies vl > o eventually, and hence v5® > v2°, a
contradiction. Thus every AJ° > 0, and
)\OO
o = =—"=>0 (s € w).
DY

This proves full limiting mixing. O
A different construction dispenses with singleton menus altogether. Here, broader assortments

generate poorer focal-class experiences, while balanced availability ensures that each rival dispropor-
tionately displaces those experiences.

Proposition D.8 (Corrective feedback without singleton menus). Suppose there is one focal class
s and m > 2 benchmark classes, each yielding the same constant expected payoff c. There are no
singleton menus. Every menu containing s has the form {s} U B, where B is a nonempty subset of
benchmark classes. Conditional on k = |B|, these subsets are equally likely, and

773({5} U B) = h(k)a

where h is nonincreasing on the supported sizes. Then all payoff-crowding covariances are nonpositive
on K at every finite sensitivity. No ordering between ¢ and the values of h is required.

Proof. On K, every benchmark valuation equals c¢. Put a = exp(8(vs — ¢)). In a menu with k
benchmark classes, 0® = a/(a + k), so conditioning on selection of s preserves uniformity among
subsets of a given size. For any benchmark class r,

Eyyog,(v) | k] = m(ak+k:)'

Writing v? for the distribution of k conditional on choosing s, we obtain

COVwWSJ (7T57 0.7“) = COVV;J (h(k), ’rn,(al:—k;)> < 0,
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because the first argument is nonincreasing and the second strictly increasing. Benchmark rows have
zero covariance because their payoffs are constant. O

For example, support AB, AC, ABC, with p(AB) = p(AC) > 0 and p(ABC) > 0. Let A yield
payoff 2 in the binary menus and 0 in the ternary menu, while B, C always yield 1. The condition
holds on K =[0,2] x {1} x {1} at every finite sensitivity. Theorem D.2 therefore applies even from
initial valuations outside K.

D.4 Low singleton payoffs and strict equilibria

For a pure selector ¢ on the supported menus, define

wip(w)=s P\W)Ts W
D= Y g - “"”Dg@” © e =g

wip(w)=s

All denominators are positive because a selector must choose s in {s}. Set
v8(z) = b7 + Az, (D.11)

These are the unique valuations consistent with that selector. If they strictly order the classes in the
order used by ¢, the resulting pair is a strict VE.

Lemma D.9 (Priority construction). There is a generic set of fized-support decision trees with
singleton support for which some strict VE exists at every sufficiently negative shift. If every binary
menu s supported, then, without any genericity restriction, for every designated class b there is a
strict VE at every sufficiently negative shift with b uniquely lowest.

Proof. The construction. Initially every supported menu is unassigned. At a priority stage, let R be
the remaining candidate classes, and for i € R let

T(R)= Y,  pw). (R =q/Ti(R).
w unassigned
1€Ww
Choose a class minimizing ¢;(R), assign to it every still unassigned menu containing it, and remove
that class from R. The assigned menus are exactly those in which it is highest in the resulting
priority order. Its final singleton share is its current ¢;(R). For a later class, removing menus can
only increase its eventual share.

Generic existence. Run the algorithm with all classes as candidates. Impose the following generic
conditions. For each possible remaining set R, whenever distinct i, j € R both have positive residual
competitive mass T;(R) — ¢; and Tj(R) — g;, their residual shares differ; also all singleton baseline
payoffs a; differ. There are finitely many remaining sets. Each excluded equality of shares is the
nonzero polynomial

alT3(R) — 4] — 45 [T(R) — a)] = 0.
It is nonzero because the competitive masses do not involve any singleton probabilities and are both
nonzero linear forms in competitive-menu probabilities. Varying one singleton weight on the positive
cone makes the equality fail, and homogeneity shows that its restriction to the probability simplex
is not identically zero. The excluded payoff equalities are likewise proper hyperplanes. Thus these
conditions hold on an open dense set of full measure in the fixed-support parameter space.

While any competitive menu remains, the minimizing share is less than one and is strictly smaller
than every other remaining share. Hence it is strictly smaller than the final share of every later class.
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Once no competitive menu remains, all remaining classes are selected only in their singleton menus.
Order these last classes by decreasing a;. Their consistent valuations are a; + z and remain strictly
ordered. For an earlier class and any later class the strict singleton-share gap makes the earlier
valuation larger for all sufficiently negative z. There are only finitely many comparisons. Taking
the minimum of their finite cutoffs gives one strict ordering for every sufficiently negative shift, and
(D.11) supplies its VE.

A designated bottom class, without genericity. Fix b, run the same algorithm with candidates
R = S\ {b}, and leave b in every original menu. In particular {b,7} remains an unassigned competitive
menu until ¢ is chosen, so every candidate’s final share is strictly below one. At a stage when i is
chosen and j is a later candidate, the unassigned binary menu {4, j} is assigned to ¢. This removes
strictly positive mass from the denominator for j, while its singleton numerator remains g; > 0.
Therefore

The first inequality holds even when the current minimizers tie. It proves strict increase of final
singleton shares along the entire selected order. Finally assign the only remaining menu, {b}, to b,
whose final share is one. We have constructed

® ® Y _
Ay <t <AL <A =1L

For every sufficiently negative z, the affine valuations in (D.11) strictly decrease in this priority
order. Thus they implement ¢, and b is uniquely lowest. For n = 2 the argument consists simply of
the binary menu {b,4;} and the two singleton menus. O]

Lemma D.10 (Refinement and stability of covered strict equilibria). Suppose every singleton is
supported. Every menu-wise strict VE v* is approached, for every sufficiently large B, by a locally
unique SVE vP. This SVE is locally exponentially stable under the normalized dynamics, as is the
corresponding joint equilibrium under (D.1).

Proof. Choose a closed ball B about v* in the ambient valuation space, small enough that each
menu retains its unique winner and all winning margins are at least n > 0. It is unnecessary, and can
be impossible, to choose this ball inside K. Uniformly on B, losing logit probabilities are O(e=?7)
and every logit derivative is O(Be~?7). The denominators of g, are at least ¢s. Thus

sup [|g(v; B) = v*[loc = O(e™?),  sup||Dg(v; B)loc = O(Be 7).
vEB vEB

Here the first limit is exactly VE consistency for the fixed pure selector, with its menu weights
proportional to p. For large 5, g maps B into itself and is a strict contraction. Its unique fixed
point v” converges to v*. The normalized Jacobian is Dg(v?; ) — I, whose eigenvalues approach
—1. At a joint equilibrium the derivative of the valuation equation with respect to x vanishes, and
its derivative with respect to v is the same normalized Jacobian because z; = A¢(v?). The joint

Jacobian is block triangular:
Dg(v*;8) =1 0
DA(WPB)  —I)°

On the frequency-simplex tangent space it adds n — 1 eigenvalues —1. All eigenvalues have strictly
negative real parts for large 3, proving local exponential stability of both systems. O

Theorem D.11 (Low shifts and multiplicity of strict VE). Fiz a tree with singleton support and
connected co-occurrence graph. For a generic such tree, a strict VE exists for every sufficiently
negative shift. If every binary menu is supported, then for every sufficiently negative shift there are
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at least n = |S| distinct strict VE, one with each class uniquely lowest, with no genericity restriction.
For each fized such shift, every strict VE has a unique nearby SVE for every sufficiently large
sensitivity, and all these nearby equilibria are locally exponentially stable under both dynamics.

Proof. The first two conclusions are Lemma D.9, taking the minimum of its finitely many cutoffs
over designated bottom classes. The constructed valuations are distinct because their uniquely lowest
classes differ. Lemma D.10 gives refinement and stability. There are only finitely many strict VE at
a fixed shift: each is induced by one of the finitely many pure menu selectors and has the unique
consistent valuation (D.11). Choose disjoint sufficiently small neighborhoods around these finitely
many distinct vectors, and take the maximum of their finite sensitivity thresholds. This supplies one
B(z) for all strict VE, as stated in the main text. O

Proposition D.12 (Every ranking under monotone menu probabilities). Under the menu-probability
restrictions of Proposition D.5, every strict total order is represented by a strict VE whenever

2My + 1

2 < zy:=
1 q2
For each fized such z, all sufficiently large sensitivities admit at least n! distinct SVE locally
exponentially stable under both dynamics.

Proof. Fix an order s; < --+ < s, with s; lowest, and let ¢ choose the highest available class. Let
M, be the menus won by s, and D, =\ p(w). For 7 < n, the injection w > w U {s,41} takes
M, into M1, preserves or raises each menu’s probability, and misses the singleton {s,+1}. Thus

Dr+1 > Dr +q and

q q
- >
D, Dr—i—l

The affine consistent valuations obey, uniformly over all orders,

vf ., (2) —v8(2) = ¢*lz] —2Mp > 1.

They therefore reproduce the proposed strict order and define a strict VE. Distinct orders give
distinct valuation vectors. Lemma D.10 and the maximum of the finitely many sensitivity thresholds
prove the claim about n! stable SVE. 0

D.5 Robustness to nearly equal singleton probabilities

The equal-singleton benchmark in Propositions D.5 and D.12 can be relaxed while retaining both
conclusions. Maintain n = |S| > 2, positive probability for every nonempty menu, and inclusion
monotonicity: p(w) < p(w') whenever w C w’. Allow unequal singleton probabilities and define

s =p({s}), ¢- =ming,, ¢4 =maxg,, c= ¢ — (q+ —q-), Mo = max|rs(w)|. (D.12)

S,w3S
The payoffs entering M are the unshifted payoffs; as before, 72 (w) = m4(w) + 21{w = {s}}.
Proposition D.13 (Robustness of total indifference and every ranking). Suppose ¢ > 0.

(i) If z > 2My/c, every VE of the shifted tree has equal valuations across all classes. If also z > Zy,
where Zy is the threshold in Theorem D.j for the given tree, all conclusions of that theorem
hold and its selected limiting VE has equal valuations and assigns positive probability to every
available class in every supported menu.
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(ii) If 2 < —=2My/c, every strict total order on the classes is represented by a strict VE. For each
fized such z, there is a finite 5(z) such that every § > ((z) admits at least n! distinct SVE,
one near each of these strict VE, locally exponentially stable under both the normalized and
joint harmonic visit-count dynamics.

Neither conclusion requires genericity.

Proof. A uniform gap in singleton shares. For any menu-choice profile o, write
ds

Zwas p(W)O'w(S)ﬂ's(w) _
D. ) As = D,

Dy =) pw)ou(s),  be=

Singleton support gives Dg > g5 > 0, and |bs| < Mjy. The unique valuations consistent with this
profile are vs = bs + Ag2.

Suppose that, whenever ¢ is chosen with positive probability in w, the menu excludes j and j is
chosen with probability one in wU{j}. Let M; = {w : 0,(¢) > 0}. The map w — wU{j} is injective
on M;, and its image excludes {j} because every image menu contains i. Inclusion monotonicity
gives

Dj>q+ Y pwUu{ih)>q+ Y pw) >q+ D
WEM,; weM;
Since D; <1,
4:Dj — 4;Di > qiqj + (¢ — 4;)Di > ¢ — (a1 —q-) = ¢
Dividing by 0 < D;D; <1 yields the uniform bound

_ 4Dj —q;D;

A=y D;D;

>c>0. (D.13)

Positive shifts. Fix an arbitrary VE (o, v) and suppose v; < v;. Every menu in which ¢ is chosen
with positive probability contains only classes with valuations at most v;. It therefore excludes j,
which is the unique maximizer after being added. The preceding argument applies irrespective of
how ties within the original menu are resolved. Consistency and (D.13) imply

v — v = (b; —bj)—i-Z()\Z'—)\j) > —2My + zc > 0,

contradicting v; < v;. Thus every VE has equal valuations. Full menu support implies the singleton
support and connectedness required by Theorem D.4. For z > max{Zy,2My/c}, that theorem
supplies uniqueness and global convergence at every finite sensitivity, almost-sure convergence of
harmonic learning, and convergence of the SVE and choice profiles as 8 — oo. The limiting VE has
equal valuations by the preceding argument. If an available class ¢ had zero limiting probability in
some menu, the logit-odds argument in the proof of Proposition D.5 would give a class j that wins
with probability one when added to any menu in which ¢ has positive limiting probability. Each
such menu excludes j. Thus (D.13) applies to the limiting profile and gives A; — \; > ¢. Payoff
consistency would then imply 0 = v7° — v;° > —2Mj + zc > 0. This proves full support of the
selected limiting profile.

Negative shifts. Fix any proposed order s; < --- < s,, with s; lowest, and let ¢ choose the
highest available class in each menu. Compute DY, bZ, and \{ from this fixed selector, before
assigning valuations. For each adjacent pair i = s,, j = s,41, every menu won by ¢ excludes j and
is won by j after adjoining it. Hence )\fr — )\fr +1 = ¢. The consistent valuations vf(z) =b¥ + )\
satisfy

vf  (2) —vf (2) > —2Mg + |z]c > 0.

Sr+1
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They reproduce the proposed order, so ¢ is optimal in every menu and defines a strict VE. Distinct
orders yield distinct valuation vectors. For each fixed shifted tree, choose disjoint sufficiently small
neighborhoods of these n! vectors. Lemma D.10 gives a locally unique, locally exponentially stable
SVE in each neighborhood at every sufficiently large sensitivity. Taking the maximum of the finitely
many sensitivity thresholds proves (ii). O

The condition ¢ > 0 is sufficient, not necessary, and is satisfied near every equal-singleton
benchmark. Explicitly, fix such a benchmark with common singleton probability ¢ > 0 and fixed
unshifted payoffs. For any inclusion-monotone probability distribution with

€= msax|q5 —q| < q2/8,
we have
c>(qg-¢e)®—2>¢%/2,

where ¢ < 1. Thus z > 4Mj/q? suffices uniformly for total indifference at every VE, and z < —4M;/q?
suffices uniformly for every ranking to be a strict VE. The same bounds apply to payoff perturbations
sharing the bound M. These uniform statements concern the VE conclusions: the additional
global-convergence threshold Zy and the sensitivity threshold §(z) are taken for each fixed perturbed
environment.

E The three-menu cycling construction

E.1 Primitives and statements

There are three similarity classes A, B, C' and three menus, sampled independently across periods
with probabilities 1/3. Their class-menu expected payoffs are

menu| A B C

AB |0 1 -
BC |- -1 3/2
c |- - -3/

These primitives are implemented by five objective alternatives: one in class A, two in B, and
two in C. Each alternative occurs in its indicated menu and has a stationary reward law with
the displayed mean. Throughout this section, rewards satisfy the maintained independence and
uniform square-integrability assumptions. Thus menu-dependent class feedback does not require
menu-dependent objective reward laws. The class co-occurrence graph is the path A — B — C.

Let lg(z) = (1 + e~ P%)~1 where 0 < 8 < co. In a binary menu, classes are chosen by logit; the
singleton is chosen with probability one. With positive prior counts ks and arbitrary finite initial
valuations, the learning rule is

1{Sn+1 = 8}

N 1 (rn+1 — Un,s)- (E.1)
s n,s

Un+1,s = Un,s +
Here NV, s counts visits through period n. The leading coefficient in the harmonic gain is exactly
one, and the benchmark update uses only the observed reward.
Theorem E.1 (Exact construction). For the primitives in (E.1):
(i) At every finite B > 0, there is exactly one SVE. Its valuations are v* = (0,0,0) and its class
frequencies are x* = (1/6,1/3,1/2).
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(ii) The joint visit-count mean field has an invariant, exponentially attracting affine plane. On this
plane the equilibrium is a hyperbolic source for every 8 > 8. In the full five-dimensional state
space it has two unstable eigenvalues and three stable eigenvalues equal to —1.

(iii) For every 3 > 8, every nonstationary trajectory on the plane has a periodic orbit as its omega-
limit set. Fvery full-system trajectory outside the equilibrium’s global stable manifold also has
one periodic orbit as its omega-limit set.

(iv) A supercritical Hopf bifurcation occurs at B = 8. For every B > 8 sufficiently close to 8, there
is a hyperbolic attracting periodic orbit, also attracting in the full joint system.

(v) For every fized 5 > 8, the stochastic process (E.1), from every finite initial valuation vector
and positive prior counts, almost surely has one nonconstant mean-field periodic orbit as its
limit set in joint sufficient statistics. Valuations and menu-choice probabilities do not converge.
For the attracting Hopf cycle in (iv), the probability that it is the limit set is positive.

The periodic orbit in (iii) or (v) may depend on the initial condition or sample path. Neither
uniqueness nor hyperbolicity of periodic orbits is asserted for every 8 > 8. Set convergence to a
periodic orbit is different from convergence to a fixed phase, or periodicity in calendar time.

E.2 Exact sample-mean coordinates and reduction
Set K =3 ks, T, = K +n, and

ks + Nps
Tn,s = T =, Yn,s = Tn sUns-
n

Then ) 2, =1. With H, 1 = (€s,,,, nt1€5,,,) and z, = (T, yn), the exact recursion is

Zn+1 = Zn + Hn+1 — Zn] . (EQ)

Tn+1[

Its mean field is
& =A(v) -, y=R(v) -y, Us = Ys/Ts. (E.3)

Write a(v) = £g(va — vp) and ¢(v) = £g(vc — vp). For (E.1),

Aw)=LY@a,2-a—-ec1+¢), R)=3i0,c—a,dc-3).

Wl

The three affine discrepancies
_ — 1 — 3 3
€eA=Ya, ep=Yp—Tc+Tat3z, ec=yc— 5%Tc+ ] (E.4)

satisfy é; = —ez. Their common zero set is an invariant attracting plane. With ¢ = 3z 4 and
r = 3xc — 1, this plane is

= %(q,2—q-7’,1+7“),
y=(0,(r—q)/3,(r—1/2)/2). (E.5)

On its relevant domain D = (0,1)?, valuations are

r—q

=0 B = = —
VA ’ (q,?“) UB 2—q—7"’
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and the planar system is

§=4s(=B(a,r)) —a, 7 =1L(C(r) = Blg,r)) — 7 (E.7)

The variables ¢, r are filtered menu-choice frequencies, not the current logit probabilities along a
nonequilibrium trajectory. At equilibrium the two coincide.

For arbitrary initial conditions of the ODE, each v4 stays in the interval spanned by its initial
value and its class’s expected payoffs: indeed

As(v)

Ts

Vg = (gs(v) — vs).
Hence valuations stay bounded. At finite 3, binary-menu choice probabilities are then bounded away
from zero and one. The linear filter equations for x, ¢, r imply that x, is eventually bounded away
from zero and (q,r) eventually enters a compact subset of D. On that subset the full projected
system differs from (E.7) by O(e™).

On D = (0,1)2, -1 < B <1 and —3/4 < C < 3/8. Thus both logit targets are bounded strictly
between zero and one uniformly on D. A sufficiently small § > 0 makes [4,1 — §]? strictly inward
pointing and absorbing. The denominator that vanishes at (1, 1) never affects recurrent dynamics.

E.3 Uniqueness at every finite sensitivity

We prove a slightly stronger fact: replace the competitive C' payoff by A and its singleton payoff by
—h/2. The equilibrium remains unique for 0 < h < 2.
At 8 =0, both probabilities are 1/2. At 8 > 0, equilibrium requires
. q—rT
logit ¢ = Bm, (E.8)
r—1/2
1+7r

logit r — logit ¢ = Bh (E.9)
If either probability is 1/2, both are. Otherwise monotonicity of logit implies that every noncentral
equilibrium has either ¢ > 1/2 > r orr > 1/2 > gq.

Let L(t) =log[(1/2+1t)/(1/2 —t)], 0 < t < 1/2. This function is positive, increasing and strictly
convex, with L(0) =0. If g=1/2+ a, r = 1/2 — b, eliminating (3 gives

L)\ a+b 3/2—b
h:<1+L(a)> T (E.10)

For a > b, the second factor is at least two and the last exceeds one, so h > 2. For a < b, convexity
gives L(b)/L(a) > b/a; the first two factors have product at least (a + b)2/(ab) > 4, while the last
exceeds 2/3. Hence h > 8/3.

If g=1/2—a, r=1/2+ b, the corresponding identity is

. <1+L(b)>a+b 3/2+b (E1)

L)) b 14+a—-b

For a > b,
(a+b)(3/24b) —3b(1 +a—b) = (a—b)(3/2 — 2b) + 20> > 0,

so h > 3. For a < b, the first two factors again have product at least four and the last exceeds 3/2,
giving h > 6. All cases contradict h < 2. Therefore ¢ = r = 1/2 is the unique equilibrium. Every
joint equilibrium lies on (E.5), proving Theorem E.1(i).

38



E.4 Instability and the Hopf calculation
For h = 3/2, the planar Jacobian at (1/2,1/2) is

B4 -1

The three discrepancy coordinates add three eigenvalues —1. The equilibrium is a planar source for
5 > 8, but a saddle in the full five-dimensional system, with a three-dimensional stable manifold.
At =8, use

J5=<5/4_1 _ﬁ/‘l), A = —146/8 +iV33/8.

2(r—1/2) — (¢ —1/2)

V3
The linear part is X = —v/3Y, Y = v/3X. Let f, g denote the nonlinear terms. All derivatives below
are evaluated at the origin. Direct differentiation yields

(fxx, fxv, fyy) = (3, —V3,-3),

(9xx,9xv,9vy) = (5V/3/9,-7/3,—-7v/3/3),
(fxxx, fxvy,9xxy,9vyy) = (11/2,-63/2,-49/6,-49/2).

X =q-1/2, Y =

In this coordinate and time normalization the cubic radial coefficient is

0 = fxxx + fxyy +9xxvy + 9yvyy
N 16
n Ixv(fxx + fyy) —9xv(gxx + 9vy) — fxx9xx + fyyvgvy
16v/3

m 2 97 0
T3 T Tty
Since the real part crosses zero with derivative 1/8, Hopf’s theorem (Kuznetsov, 2013) gives a
hyperbolic attracting cycle for 5 > 8 sufficiently close to 8. In discrepancy coordinates the variational
system is block triangular; its three transverse Floquet multipliers are e~7, where T is the cycle
period. Thus the cycle attracts in the full joint system as well.

E.5 Planar recurrence and the full mean field

For 8 > 8, a small Lyapunov neighborhood of the unique planar equilibrium is strictly repelling.
No nonstationary planar trajectory has that equilibrium in its omega-limit set. Compact trapping
and Poincaré—Bendixson therefore give a periodic omega-limit orbit for every nonstationary planar
trajectory.

For the stochastic conclusion, we also need to rule out a continuum of cycles. The following
argument supplies this extra step.

Lemma E.6 below proves that every periodic orbit of this analytic source field is isolated; its
proof includes the compactness and return-map argument needed to exclude a period annulus.

A bounded asymptotic pseudotrajectory has an internally chain transitive limit set. For the
present planar field, Lemma E.6 leaves only the equilibrium singleton or a single periodic orbit.
To see why no additional equilibrium-containing case remains, the source is isolated in its chain
component by its strictly repelling neighborhood, and no nonconstant orbit enters it forward in time.
There can be no cyclic chain of connecting orbits involving it.

The projection of every full-system trajectory is an asymptotic pseudotrajectory of (E.7), because
its discrepancy forcing is O(e™!) on an eventual compact interior domain. Thus its omega-limit
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is either the equilibrium or one periodic orbit. The former occurs precisely on the global stable
manifold of the full hyperbolic equilibrium. This proves (iii) without treating attraction to a plane
as, by itself, a Poincaré—Bendixson theorem for a five-dimensional system.

E.6 The stochastic process
Boundedness, persistent sampling and limit sets

Let F,, be the history through period n and let G,+1 additionally reveal the next menu and
implemented alternative a,41, before its reward. With this shift of the indices in (A.5), the
maintained assumptions give

Elrn+1 | Gl = Hap i1 E[T121+1 | Gn+1] < Ma. (E.12)

Proposition A.4 implies that valuations are almost surely bounded and lim inf,, min, ,, s > 0. The
valuation bound may depend on the sample path. At fixed finite 5, it bounds every feasible menu-
choice probability away from zero along that path. Applying the martingale strong law to the five
menu-choice indicators shows that each has positive lower limiting frequency, while each menu’s
empirical frequency tends to 1/3. Consequently (3zy 4,3z, c — 1) eventually stays in a compact
subset of D.

Write U1 = Hpq1 — E[Hp41 | Fr]. This is martingale-difference noise with

E||Unt1|? | Fu] <1+ Mo.

Recursion (E.2) has harmonic step size v,41 = 1/(K +n + 1), s0 Y79, = oo and Y. ~2 < oco.
Proposition A.5 therefore applies, without bounded rewards or a moment of order greater than two.

For completeness, write the affine error vector in (E.4) as e(z) = Lz + d. The mean-field identity
é = —e is equivalent to LE[H,,+1 | Fn] + d = 0. Hence, with (41 = LHp4+1 + d,

Ke(z0) + 2521

= Bl | Rl =0 EllGulP | R0 (B13)

e(zn) =

The martingale strong law gives e(z,) — 0 almost surely. Thus random rewards need not keep sample
paths on the plane, but their distance from it vanishes. On the eventual compact interior domain,
the projected drift differs from (E.7) by O(]le(zy)]), and the accumulated martingale noise vanishes
on bounded learning-time windows. The projected interpolation is consequently an asymptotic
pseudotrajectory of the planar field. Its limit set is internally chain transitive and, by the preceding
section, is either the equilibrium or one periodic orbit.

Avoiding the unstable equilibrium

We verify the needed unstable-direction noise condition explicitly. Put H,1 = E[H, 41 | Guy1] and

Un+1 = E[Un+1 | Gnt1]. In coordinates (za,xp,y5,yc), the five conditional mean outcome vectors
H, 1, suppressing their zero y4 coordinate, are

(1,0,0,0), (0,1,1,0), (0,1,-1,0), (0,0,0,3/2), (0,0,0,—3/4).

Their affine differences span R*. In the five-dimensional tangent state space s dxs = 0, this span is
the invariant hyperplane dy4 = 0. The quotient normal to this hyperplane has eigenvalue —1, so the
unstable generalized eigenspace lies in the hyperplane. Let Py project onto that two-dimensional
space parallel to the stable generalized eigenspace, at the equilibrium. The projected conditional
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mean noise P, U, 1 spans the unstable space. All five menu-choice events have positive probability
at equilibrium; by continuity there are a neighborhood of the equilibrium and 4 > 0 on which
E[||P+Up+1| | Fn] > 6. Conditional Jensen’s inequality gives, on this neighborhood,

E[|[PsUniall | Fl > E[| POl | Fal > 6 > 0. (E.14)

Thus centered reward noise cannot eliminate the unstable-direction excitation already supplied by
random menus and choices.

The field is analytic locally, the noise has uniformly bounded conditional second moments, and the
step size is harmonic. Together with the first-moment excitation condition (E.14), these properties
verify the hypotheses of Brandiére and Duflo (1996, Theorem 1), with noise coefficient equal to the
step size and zero remainder. No 2 + § reward moment or positive reward-noise variance is required.
Thus

P(z, — 2*) =0 (8> 38).

This argument covers every finite initial valuation vector; it does not require vy 4 = 0. Full ambient
covariance may be singular, as in the deterministic special case; only excitation in the unstable
directions is used.

Combining avoidance with the limit-set classification proves that almost surely the limit set is
one nonconstant periodic orbit. The map from the plane to valuations is injective: C(r) is strictly
increasing, and at fixed r < 1,

2(1—r)
2—q—r)

Hence the valuation image of a cycle is nonconstant. The pair of logit menu-choice probabilities
determines B, C at finite positive 3, so those probabilities also fail to converge.

0,B(q,r) = — < 0.

Capture by the attracting Hopf cycle

The Hopf cycle is an attractor of the full joint flow. For any point w = (z,y) on the cycle, mix the
five menu-choice reward laws with respective weights

q/3, (1-¢q)/3, (1-r)/3, r/3, 1/3.

The resulting integrable outcome vector H = (eg, reg) has expectation w, so w lies in the closed convex
hull of the supported outcome vectors. The finite-word construction in the proof of Proposition A.10
therefore makes every such point attainable at arbitrarily late dates. Specifically, approximate w by
a finite convex combination of supported outcomes, approximate its weights by empirical frequencies,
and require rewards to lie in small bounded neighborhoods of the selected support points. Each
prescribed finite menu-choice word and these reward events jointly have positive probability under
adaptive logit. Exact averaging in (E.2) then brings the process arbitrarily close to w once prior
contributions are negligible. This argument does not require any reward to equal its mean.

The conditional martingale maximal inequality and trapping argument in that proof apply
equally to a compact neighborhood of the hyperbolic attracting cycle contained in its basin. At a
sufficiently late date, entry into a sufficiently small neighborhood therefore has positive conditional
probability of subsequent capture, using only (E.12). The asymptotic-pseudotrajectory limit set
then lies in the cycle and, as a nonempty invariant subset of a periodic orbit, equals the whole cycle.
Thus the attracting Hopf cycle has positive capture probability from every finite prior. The natural
mean-field clock is 7, = Zj<n v ~ logn.
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E.7 An open set with uniform eventual uniqueness

For the same three-menu support, write
a=p(AB), b=p(BC), c=p(C),
and parameterize the five class-menu expected payoffs by
TA(AB) =u, 7p(AB)=v, wp(BC)=w, 7c(BC)=z nc(C)=t.
Thus the parameter tuple and its space are
6 = (a,b,c,u,v,w,z1t) €O :={(a,bc)€(0,1)>:a+b+c=1} xR, (E.15)

with the relative Euclidean topology. Reward laws may otherwise vary subject to the maintained
assumptions. The centered construction has 6y = (1/3,1/3,1/3,0,1,—1,3/2,—-3/4).

Let Q4 = {g(va —vp) and Q¢ = {g(vc — vB) denote current binary choice probabilities. The
mean-field targets are

A= (aQa, a(1 - Qa) +b(1-Qc), c+bQc),
R = (auQa, av(l = Qa) +bw(l — Qc), ct +b2Qc).
Define the filtered-frequency coordinates

TA To —¢C
q=— r= )
a b

They need not equal the current choice probabilities away from equilibrium. The affine discrepancies

i=Qa—q  F=Qc—r (E.16)

€A = YA —UurA,
eg=yp—v(a—x4)—w(l—a—z0), (E.17)
ec =yo —tc— z(xc —c)
satisfy é5 = —es by direct substitution in (E.3). Their common zero set is therefore an invariant,
exponentially attracting affine plane, parameterized by
v = (ag. a(l—q)+b(1—7), c+br),

E.18
y = (aug, av(l —q) +bw(l —r), ct+ bzr). ( )
On this plane, v4 = v and

av(l —q) +bw(l —r) _ct+bar
a(l—¢q)+b(1—r) "’ clr) = c+br’

B(q,r) = (E.19)

The dependence of B,C on 8 is suppressed. The reduced dynamics are
g=4{3(u—B(q,7)) — q, 7 ={g(C(r) — B(q,r)) — . (E.20)

At each fixed finite sensitivity, bounded valuations keep @ 4, Q¢ bounded away from zero and one.
The filters in (E.16) therefore place (¢,7) eventually in a compact subset of D = (0,1)?, even if it
starts outside D. The centered reduction (E.4)—(E.7) is recovered at 6 = 6.

Theorem E.2 (Robust high-sensitivity cycling). Let 04 have a =b=c=1/3 and (u,v,w,2,t) =
(1/100,1,-1,3/2,-3/4). There_exist an open neighborhood U of 6+ in © and a finite B such that,
for every 0 € U and every g > B:
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(i) there is exactly one SVE, which is a source in the reduced plane and linearly unstable in the
Sfull visit-count mean field;

(ii) every reduced nonstationary trajectory, and every full trajectory outside the equilibrium’s stable
manifold, has one periodic omega-limit orbit;

(iii) under the maintained reward assumptions, including uniform square-integrability, and harmonic
visit-count learning, the stochastic joint process almost surely has one nonconstant periodic
orbit as its limit set, from every finite initial valuation vector and positive prior counts. Neither
valuations nor menu-choice probabilities converge.

Proof. Step 1: strict inequalities. In a neighborhood of 6 we have

w<t<u<C(l) <w, k:= B(0,0) < u, (E.21)
B(0,r) > C(r) for every r € [0, 1]. (E.22)

Also C(r*) = w and B(q*,r*) = u have the unique interior solution

* C(U B t) * b(u - ’UJ) *
— 7 =1————2(1—r"). E.2
At 6,4,
.76 . 7378

1490 T T e
All inequalities are strict. In particular, at the specified probabilities and B, C payoffs,

(5/2)r? — (11/4)r 4+ 3/2
2—-7r)(14r)

The numerator has negative discriminant and positive leading coefficient. These properties persist
on the closure of a sufficiently small neighborhood.

Step 2: exclude every boundary limit. Consider any sequence of equilibria with 8, — oo
and primitives in that compact neighborhood, converging to #. Pass to convergent probability
subsequences (gn, ) — (¢,7). Away from (1,1), the functions B,C extend continuously. An
interior limiting probability requires its limiting valuation gap to vanish; a zero probability requires
a nonpositive gap; a probability one requires a nonnegative gap.

If ¢ =0, (E.22) forces » = 0; then the ¢ equation requires u < k, contradicting (E.21). If r =0
and g € (0,1), then B(q,0) = u, whereas B(q,0) < k < u. At (1,0), B =w < t = C(0) contradicts
r=0.If¢g=1and r <1, then B=w < C(r), forcing r = 1, a contradiction. If r =1 and ¢ < 1,
then B = v > C(1), again a contradiction.

It remains to exclude the singular corner (1,1). Along such a sequence the exact logits imply

B(0,r) —C(r) = > 0.

L—r, 1 + efn(un=Bn) 0
1—gq, 1 + ePn(Cn—Bn) ’

Indeed ¢, — 1 gives B, (un, — Bp) — oo, while C), — u,, is bounded below by a strictly positive
constant. Formula (E.19) then gives B,, — v, which contradicts v < v and ¢, — 1.
Every equilibrium limit is consequently interior and satisfies B = u = C. It must equal (E.23).
By the sequential argument, this localization is uniform over the compact primitive neighborhood.
Step 3: a fized-neighborhood implicit-function argument. Put e = 1/ and

o [ u—DB(g,r)—¢clogitq
H(g,r&:0) = <C’(r) — B(gq,r) —elogitr ) -
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At (q*ar*ao)a
det D, H = (—B,)C" > 0,

because v > w, z > t, and ¢*,r* are interior. The parameter-dependent implicit function theorem
gives one equilibrium branch in a fixed neighborhood, uniformly after shrinking the primitive
neighborhood. Step 2 puts every equilibrium in that neighborhood for all sufficiently large 5, with a
common finite threshold. This proves uniform eventual uniqueness.

Step 4: instability. At equilibrium the planar Jacobian is Jg = M — I, where

_ (a1 =q)(=By) q(1—q)(—B;)
M= (r(l —7)(=By) r(1—7)(C"— Br)) '

Its determinant is ¢(1 — ¢)r(1 — r)(—=B,)C’" > 0. At the limiting point for 6.,

3240251 S
13410000

33852981109031 <
179828100000000 '

tr M = 0, (tr M)? —4det M = —
Continuity and the uniform localization preserve strict positive real parts for the eigenvalues of M.
Increasing the common threshold makes Jg an unstable focus uniformly. The full system adds three
eigenvalues —1.

Step 5: periodic and stochastic limits. The finite expected payoffs again provide compact interior
trapping for the ODE, and Proposition A.4 supplies almost-sure boundedness and persistent sampling
for the stochastic process. The planar field is analytic on D. The preceding Poincaré-Bendixson,
no-period-annulus, and chain-transitivity arguments apply unchanged. The affine discrepancies
vanish almost surely by the martingale argument (E.13), applied to the general discrepancies (E.17)
defining the plane (E.18). The five conditional mean outcome vectors have affine span of dimension
four because v # w and z # t. Their centered span is the invariant hyperplane dys = udza,
whose quotient has eigenvalue —1; its unstable projection therefore has rank two. Conditional
Jensen’s inequality again yields (E.14), so unstable-equilibrium avoidance and the stochastic limit-set
argument hold under the maintained second-moment bound. Finally C’ > 0 and B, < 0 make the
valuation map injective, proving nonconvergence as well. O

Why the positive perturbation is necessary for this robustness claim

Keep all base primitives but set uw = —n with 7 > 0 arbitrarily small. The corner (¢,7) = (0,0)
has B=0>wu and B =0 >t = —3/4. On a sufficiently small rectangle about that corner, both
logit targets are exponentially small in 5. For all sufficiently large 3, the target map sends that
rectangle to itself and has derivative norm less than one. It therefore has a locally attracting fixed
point tending to the corner. The interior equilibrium branch near (1/2,1/2) also persists for small
1 by the implicit-function argument, and remains unstable at sufficiently large 8. Thus arbitrary
neighborhoods of the centered example contain models with an additional stable equilibrium. One
cannot infer the open-set theorem by perturbing the centered example without this qualification.

E.8 Corrective feedback fails, and extra classes do not remove the example

For the functions in (E.19), B, < 0 and C" > 0 throughout the cycling neighborhood. Using
the current choice probabilities Q4 = fg(va — vg) and Q¢ = lg(vc — vR), the payoff targets are
9B(v) = B(Q4,Qc) and gc(v) = C(Qc). Thus, for >0,

dva9B = By(Qa,Qc) BQA(1 —Q4) <0, dvpgc = —C'(Qc) BQc(1 — Q) < 0.
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Thus the nonnegative cross-derivative requirement equivalent to negative payoff—crowding covariance
fails throughout the cycling neighborhood. This makes precise the claim that competition removes
favorable observations in the two indicated interactions.

Corollary E.3 (Any number of classes at least three). For each n > 3 there is a fivzed menu support
on n classes and a nonempty relatively open family of deterministic decision trees on that support for
which the conclusions of the persistent-cycling theorem hold at all sufficiently large finite sensitivities.

Proof. Add n — 3 classes, each occurring only in its own singleton menu, with arbitrary deterministic
payoffs. Assign positive probabilities to these menus and total probability A > 0 to the three original
menus; conditional on an original menu, choose its probabilities and payoffs in the open family of
Theorem E.2. This describes an open family relative to the enlarged fixed support.

Normalized dynamics for the original classes are unchanged and the additional valuations solve
independent stable linear equations. For the joint dynamics let z = . {(A,B,C} Ts- Then 2 =h — z.
In the normalized core sufficient statistics T3 = xs/z, ys = ys/z, direct differentiation gives

s h

b= Daeem - w), i e - ).

This is exactly the original joint system with a positive time change whose derivative tends to
one. All extra frequencies converge to their menu probabilities and all extra valuations to their
payoffs. Hence uniqueness, instability, and the periodic limit-set conclusion lift from the three-class
subsystem; the additional directions are stable.

For the stochastic process, restrict attention to the successive dates at which an original menu
occurs. Their conditional menus are i.i.d. with the original distribution, and the class visit-count
updates are exactly the original three-class recursion. The number of these dates divided by calendar
time tends almost surely to h. The core periodic limit set therefore lifts by multiplying its frequencies
and sufficient rewards by h; the extra coordinates converge by the ordinary strong law. This proves
the stochastic assertion as well. O

E.9 An exact three-class stability criterion

The following result applies to any decision tree with three classes. Theorem B.1(iii) shows that its
hyperbolicity assumption holds for generic (p, ) at all but finitely many sensitivities.

Proposition E.4 (Three-class stability and the equilibrium index). Fiz a finite sensitivity 5 > 0
and suppose |S| = 3. Assume every SVE is hyperbolic. For each SVE v*, define

T(w*):=-24p Z Cov,pe (ms(w), o0, (v¥)), d(v*) := det(I3 — Dg(v*)). (E.24)
S#T

Under either the normalized or joint asynchronous dynamics, an SVE is locally asymptotically stable
if and only if d(v*) > 0 and T(v*) < 0. If d(v*) < 0, it has exactly one unstable direction; if
d(v*) > 0 and T(v*) > 0, it has exactly two unstable directions. The equilibrium set V(B) is finite
and satisfies

> sgnd(v) = 1. (E.25)

v*eV(B)

Consequently, there are no asymptotically stable SVE if and only if every positive-determinant SVE
has T'(v*) > 0. In that case, at least one SVE has two unstable relative-valuation directions.
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Proof. Fix an SVE v* and write L = Dg(v*) and J = L — I3. Lemma D.1 gives

L1=0, Ly=pBY Cov,(ms(w),oL(v),  trL=T(")+2.
r#s

The common-shift direction therefore has eigenvalue —1 under J. The induced linear map .J on the
two-dimensional quotient R3/span{1} has trace T(v*). Moreover, detJ = —det J = det(—J) =
d(v*). Hence

det(M3 —J) = (A + 1)[A* = T(v*)A + d(v*)]. (E.26)

If d(v*) < 0, the two quotient eigenvalues are real and have opposite signs. If d(v*) > 0, their real
parts are both negative when T'(v*) < 0 and both positive when 7T'(v*) > 0. Hyperbolicity excludes
d(v*) = 0 and the case d(v*) > 0, T'(v*) = 0. The linearization theorem proves the normalized
classification, including local exponential stability in the stable case. Proposition A.7 adds two
eigenvalues equal to —1 for the joint dynamics, so their classification is identical.

For the global index calculation, write ms = min o+ ms(w) and M, = max o+ ms(w). Every
SVE lies in the compact payoff box K = [[,[ms, M,], and the equilibrium set is closed because g is
continuous. Hyperbolicity makes I3 — Dg(v*) nonsingular, so the inverse function theorem makes
every SVE isolated. Compactness then makes the equilibrium set finite. To compute its total index,
take the open box

Q:H(ms_laMs+1)

and any ¢ € K. Since g(v) € K for every v € R3, the homotopy
Hy(v) =v— [(1 —t)e+tg(v)], 0<t<1,

has no zero on 0Q: its bracketed term belongs to K C (). Homotopy invariance of Brouwer degree
gives deg(H1,Q,0) = deg(Hp, Q,0) = 1. Every zero is regular, so the sum of its local degrees is
exactly (E.25). This argument also covers classes with constant payoffs, for which a coordinate
interval of K is a singleton.

The degree identity guarantees a positive-determinant equilibrium. The local classification shows
that none is asymptotically stable exactly when every positive-determinant equilibrium has 7'(v*) > 0.
At least one equilibrium must then have two unstable directions in the quotient by common shifts.
These are relative-valuation directions; the common-shift direction and the additional joint frequency
directions remain stable. 0

E.10 The normalized cycling dynamics and the planar limit-set argument

This subsection supplies the normalized-dynamics part of the persistent cycling theorem and states
the additional planar fact needed when a projection of the joint process is only an asymptotic
pseudo-trajectory. The latter distinction matters: ordinary Poincaré-Bendixson alone does not
classify arbitrary asymptotic pseudo-trajectories.

E.10.1 An exact planar quotient for normalized learning

Use the three-menu support {AB, BC,C'}. Write the positive menu probabilities as a, b, ¢, with
a+ b+ c=1, and the five payoffs as

wA(AB) = a9, 7wp(AB)=10by, wp(BC)=b_, 7nc(BC)=csy, 7c(C)=cp.
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Thus (ag,b4+,b—,cy,c0) = (u,v,w,z,t) in (E.15), and the functions below are precisely those in
(E.19). These alternative payoff labels are used only within this section. Set £5(z) = (1 + e=#%)~!

and
_aby(1—q)+bb_(1—r)

Bla,r) = a(l—q)+0b(1—-r)

The strict inequalities by > b_ and ¢4 > ¢g hold throughout the open parameter neighborhood of
the cycling construction. In particular, B, < 0 and C’ > 0 on (0, 1)2.
Let £ =vp —v4 and n = vg — va. The current binary choice probabilities are

q=105(=¢), r=1La(n—29).
Since g4 = ag, the normalized system is exactly equivalent to
é: = B(€ﬁ<_€)7€,3(77 - 5)) —ap — 57

n=C(lg(n—¢) —ao—n, (E.27)
V4 = ag — VA.

cco + beyr
c+br

o Clr) =

The first two equations are an autonomous analytic planar system on R?. They are not the
filtered-frequency equations governing the joint invariant plane.

Proposition E.5 (Periodic limits under normalized learning). Suppose the SVE is unique and is
a hyperbolic source on the invariant plane of the joint harmonic-visit dynamics. Then it is also
a hyperbolic source in the normalized quotient (E.27). Every normalized trajectory outside the
equilibrium’s stable manifold has a non-constant periodic orbit as its omega-limit set. Its global stable
manifold is the affine line

{v*+d(1,1,1) : d € R}.

Thus these conclusions apply to the same open neighborhood and the same sufficiently large finite
sensitivities as the joint cycling theorem. They also apply to the centered example ag = 0 for every
8> 8.

Proof. Equilibria of the quotient are precisely SVE valuations expressed in relative coordinates: an
equilibrium (&, n) lifts uniquely to v = (ag, ap + &, ap + n). Thus uniqueness transfers.

The joint Jacobian consists of its two planar eigenvalues and three eigenvalues —1. Proposition A.7
implies that the normalized Jacobian has these same two planar eigenvalues and one eigenvalue —1.
In (E.27), the last eigenvalue belongs to the v4 equation, so the quotient equilibrium is a hyperbolic
source. One can also verify this directly. Put K(g,r) = (B(g,r) — ap, C(r) —ag) and L = (Z19).
At an equilibrium, the planar joint and quotient Jacobians are

Jioint = BD(LDK — I, Jnorm = BDKDyL — I, Dy = diag(q(1 — q),r(1 —1)).

Because det DK = B,C" # 0, these matrices are similar. In the centered example their eigenvalues
are —1 + /8 + i\/35/8.

The target B(g,r) lies between b_ and b4, and C(r) lies in the finite interval with endpoints
C(0) and C(1). Consequently a sufficiently large rectangle in (£,n) has strictly inward vector field
and contains the forward orbit of any prescribed initial point. For example, enlarge each of the
corresponding target intervals, shifted by —ag, by one unit at either endpoint; that rectangle is
absorbing. The quotient trajectory is therefore precompact.

A hyperbolic source admits a sufficiently small neighborhood with strictly outward vector field.
More explicitly, if J is its linearization, choose a positive definite P satisfying JTP + PJ = Iy; this
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is possible because —J is Hurwitz. The function V() = (z — 2*)TP(z — 2*) has positive derivative
away from z* in a small neighborhood. A nonstationary trajectory starting there exits a fixed small
sublevel neighborhood in finite time and cannot re-enter it. Thus its omega-limit set does not contain
the unique equilibrium. The Poincaré-Bendixson theorem now implies that the omega-limit set is a
single periodic orbit.

Finally v(t) = ap + (v4(0) — ap)e*. Hence a quotient periodic orbit lifts, at the limit, to the
periodic orbit (ag,ag + £(t),ap + n(t)) of the normalized system. A quotient trajectory converges to
its source only if it is identically that equilibrium. The corresponding full normalized trajectories
are exactly v* + de™'(1,1, 1), proving the stable-manifold assertion. O

E.10.2 Why a stochastic planar limit is one orbit, not an annulus

Lemma E.6 (Analytic source fields have no period annulus). Let F' be an analytic planar vector field
on a simply connected open domain D, with exactly one equilibrium e, which is a hyperbolic source.
Suppose the closed Jordan disk bounded by any periodic orbit under consideration is a compact subset
of D. Then no such periodic orbit belongs to an open annulus foliated by periodic orbits. Every such
periodic orbit is isolated. A compact internally chain transitive set in D is either {e} or a single
periodic orbit.

Proof. Every periodic orbit encloses an equilibrium by the planar index theorem, and therefore
encloses e. Distinct periodic orbits are disjoint and nested. Choose a closed disk-like source
neighborhood U with strictly outward flow. A periodic orbit cannot intersect U: one starting in
U\ {e} exits in finite time and cannot return. Hence U lies in the interior of every periodic orbit.

Suppose a period annulus exists, fix a cycle in it, and continue the annulus maximally inward.
Choose nested cycles I';, cofinal at its inner end. Their closed Jordan disks D,, decrease, contain
U, and are contained in one compact Jordan disk in D. Put Dy =, Dn and K = 0D. The
cycles converge in Hausdorff distance to K. Indeed, an accumulation point of the cycles lies in every
D,,, but cannot lie in the interior of D; conversely a boundary point of D, at distance bounded
away from some tail of the cycles would have a neighborhood inside every D,,, a contradiction.
Compactness makes these assertions uniform. Thus K is compact, connected, invariant, and has
empty interior. It is disjoint from the interior of U. It cannot meet OU either, because its backward
orbit would immediately enter that interior, contradicting invariance. Thus it is disjoint from all
equilibria.

The Hausdorff limit of these periodic orbits is internally chain transitive. To verify this directly,
fix an error tolerance and a lower time bound T'. Join nearby approximations of any two points of K
along a sufficiently close I';,. Subdivide its orbit arc into segments with lengths in [T, 27, traversing
additional revolutions if necessary. Approximate the segment endpoints by points of K. Uniform
continuity of the flow over [T, 2T] and Hausdorff convergence make every resulting jump smaller
than the chosen tolerance.

For any compact equilibrium-free internally chain transitive set L C D, choose a compact
neighborhood W C D of L without equilibria and a smooth cutoff x € C2°(D) equal to one near W.
Extend Y F by zero to R2. Its flow is complete and leaves invariant a closed disk B containing its
support in its interior. Restriction to the compact, locally path connected space B preserves the
internal dynamics on L. By Benaim (1999, Theorem 5.7(ii)), there is an asymptotic pseudotrajectory
X in B with limit set L. Thus dist(X(¢),L) — 0, and X eventually remains in W. Corollary 6.14
of the same reference makes L a periodic orbit or a cylinder of periodic orbits, also for the original
field. Applying this conclusion to K, whose interior is empty, shows that K is a periodic orbit. Take
a local transverse section to K. If its analytic return-map displacement is not identically zero, its
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sign is fixed on each sufficiently small punctured side of the fixed point. Points on each side then
converge to K in forward or backward time. Thus a sufficiently small tubular neighborhood of K
cannot meet any other periodic orbit. This contradicts the accumulating cycles I';,. The analytic
identity theorem therefore makes the return map equal to the identity on a full interval about its
fixed point. Thus periodic orbits fill a neighborhood on both sides of K, extending the original
annulus inward, a contradiction. Similarly, nonisolation of any periodic orbit would make its analytic
return map identically the identity and produce a period annulus. This proves isolation.

For the last assertion, let L C D be compact and internally chain transitive. If e € L, time reversal
preserves internal chain transitivity and makes e an attractor for the flow on L. An internally chain
transitive set admits no proper attractor (Benaim, 1999, Proposition 5.3), so L = {e}. Otherwise
the localized classification above makes L a periodic orbit or a cylinder of periodic orbits. Isolation
of every periodic orbit excludes the latter possibility. O

For the normalized quotient D = R?. For the joint invariant plane in filtered-frequency coordinates,
D = (0,1)?; its convexity ensures that every periodic orbit has its closed Jordan disk compactly inside
D. The compact interior trapping already established for that plane supplies the precompactness
required above. Hence any of the projected asymptotic pseudo-trajectories used in the joint and
stochastic proofs has limit set either the equilibrium or a single periodic orbit. Unstable-equilibrium
avoidance is a separate stochastic step and is not implied by this lemma.

E.11 Additional instability examples with a cyclic comparison graph

The following examples justify the auxiliary instability claim in the main-text footnote. They
establish linearly unstable SVE under both mean fields; they do not require a conclusion about
periodic orbits or the absence of other equilibria.

There are three classes A, B, C. In both examples the binary menus have the following determin-
istic class payoffs:

w ‘ A B C

{A,B} | -1 1 -

{B,C}| - -1 1

{A,C} 1 - -1

(E.28)

Thus each class has a payoff advantage over one class and a disadvantage against the other. Each
supported class-menu payoff can be implemented by a distinct objective alternative in that class,
with a deterministic reward law. The examples are consequently stationary decision problems of the
maintained kind.

Proposition E.7 (Intermediate singleton payoffs). Support the three binary menus in (E.28) and
the three singleton menus, each with probability 1/6. Give every singleton the payoff z € (—1,0). For
every finite B, there is an SVE

vt =1(2/2,2/2,2/2), ¥ =(1/3,1/3,1/3).

Its normalized ergenvalues are

326 | V38

The joint harmonic visit-count system has these eigenvalues together with two additional eigenvalues
—1. The equilibrium is therefore linearly unstable for § > —16/(3z).
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Proposition E.8 (A ternary menu without singleton menus). Support the three binary menus in
(E.28) and the ternary menu {A, B, C'}, each with probability 1/4. In the ternary menu give all three
classes the same payoff h > 0. There are no singleton menus. For every finite 3, there is an SVE

v* = (h/4,h/4,h/4), " =1(1/3,1/3,1/3).
Its normalized eigenvalues are

3hS 338
e R R e (E.30)

The joint system adds two eigenvalues —1, so this equilibrium is linearly unstable for B > 64/(3h).
For example, h = 1/2 gives the threshold 128/3 and uses a ternary payoff strictly between the binary
payoffs —1 and 1.

Proof of Propositions E.7 and E.8. A common calculation covers both cases. Give each binary menu
mass a, each singleton mass b, and the ternary menu mass ¢, omitting a menu type when its mass
is zero. Thus 3a + 3b + ¢ = 1. At equal valuations each binary choice probability is 1/2 and each
ternary choice probability is 1/3. For every class,

As=a+b+c¢/3=1/3, Rs = bz + ch/3, V = gs = 3bz + ch.

Hence (V,V,V) is an SVE. Use the quotient-rule derivative identity to define

(W W)

In the coordinate order (A, B, C') the Jacobian of g is

-2k K+ K—A
Dg=|k—X -2k K+
K+A K=\ =2k

Indeed each shared binary menu contributes 35(a/4)(V — ms) to its cross derivative and the ternary
menu contributes 35(c/9)(V — h). Translation invariance gives the displayed diagonal entries. The
eigenvalues are 0 and —3k =+ iy/3\, so the normalized Jacobian Dg — I has eigenvalues —1 and
—1 -3k £iV3A

For (a,b,c) = (1/6,1/6,0), V = z/2, k = 203/16, and A = /8. For (a,b,c) = (1/4,0,1/4),
V =h/4, Kk = —hB/64, and A = 33/16. These give the two claimed spectra. Finally the harmonic
joint Jacobian at any equilibrium has blocks

Dg—-1 0
DN —-1)°
Restriction to the frequency-simplex tangent space adds two copies of —1, proving both joint
conclusions. O

Corollary E.9 (Robustness on each fixed menu support). Around either of the preceding specifications
there is a nonempty open set of reduced payoff and menu-probability parameters, with that example’s
menu support fized, and a common finite By such that every tree in the open set has a linearly
unstable SVE for every 8 > Bo. The assertion is existence of an unstable branch; it does not assert
global uniqueness of SVE.
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Proof. Denote the parameters by 6 and their symmetric value by 6y. Use scaled relative scores
w = (B(va —ve), B(vp —ve)) and let Gp(w) be the conditional payoff vector when the logit score
vector is (wy, ws, 0). It is smooth jointly in (w, #) near the specified parameters, since all denominators
are positive. Put

Uy(w) = (Go,a(w) — Gog,c(w), Go,(w) — Go,c(w)).

With e = 1/, the relative equilibrium equation is ¥y(w) — ew = 0. At (0, w,e) = (6p,0,0) it holds,
and the two eigenvalues of DWy (0) have strictly positive real parts: —32/16+41/3/8 in the singleton
example and 3h/64 £i31/3/16 in the ternary example. In particular this derivative is invertible. The
implicit function theorem gives a smooth local solution w = W (6, ¢) for 6 in one open neighborhood
and e near zero. Define

UC:Ggyc(W), va = vo +eWq, vg = vo + eWa.

The relative equilibrium equation makes this a genuine SVE. By continuity, after shrinking the
parameter neighborhood and choosing £y > 0, the eigenvalues of DWy(W (0, ¢)) — eI retain strictly
positive real parts throughout 0 < & < gy. The normalized relative Jacobian is 5 times this matrix.
Its remaining valuation eigenvalue is —1; the joint system adds two more copies of —1. Taking
Bo = 1/ep proves the uniform assertion. O

F Coarse representation and the welfare cost of learning

This section establishes the claims in the main text’s welfare discussion. The within-class imple-
mentation rule remains fixed. Its expected payoff is incorporated in 7s(w), so changing that rule is
outside the policy comparison below. Sums and extrema are over the supported set Q7.

F.1 The informed common-score benchmark

For 6 € RS, write

695

gs(w; 0) = W(g) =Y plw) > gs(w)ms(w).

Sjen
JEW w SEW

The unrestricted score index 6 absorbs the product Sv at positive sensitivity. Let £ be the family of
these menu-wise logit policies and let £ be its closure in the finite product of menu simplexes. For a
strict class ranking =, let ¢~ choose max, w from each menu and put W = W(q™).

Proposition F.1 (The informed coarse benchmark). Allowing deterministic limits of logit choice,
an optimal oracle policy is attained by a strict class ranking, and its expected payoff is

Weorse .= max W(q) = max W, = maxZp((,u)wmax> w(w). (F.1)
qeL = Sy

Every policy in L is a mixture of strict-ranking policies, so allowing further randomization cannot
raise this value. For generic reduced parameters (p,m) on the fixred menu support, the optimal policy
on supported menus is unique and pure.

Suppose each supported menu has a unique payoff-mazimizing class s*(w). Define the efficient-
comparison graph G on S by drawing an arrow s — r whenever s = s*(w) and r € w\ {s} for
some supported menu. Then

Weemse = et =y p(w)maxmy(w) = G is acyclic. (F.2)
w
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Proof. Fix 6. Independently for every class draw an exponential random variable T} of rate €%, and
rank all classes by increasing Ts. Ties have probability zero. For every menu,

[o.¢]
Pr{Ts = rjng}lf,} = /0 % exp —tz e | dt = gs(w; 0).

JEwW

Thus a single random ranking, drawn independently of the menu, implements the entire logit policy.
If 19(>) is its distribution, then ¢(§) = >". pg(>)q”~. There are finitely many rankings, so their
convex hull is closed. It therefore contains £, and linearity gives W (q) < max, W, throughout
this closure. Conversely, fix distinct scores ordered by > and multiply them by ¢ — oco. Their logit
policies tend to ¢, so every ranking policy belongs to £. This proves equality and attainment.
Linearity also proves the assertion about further randomization.

For generic uniqueness, identify rankings that induce the same selector on Q7. Any two distinct
induced selectors f, h differ on some supported menu wy. Their expected welfare difference is

D p(w) [Ty (@) = Th) (W)

weNt

For each fixed p, the coefficient of 7y, (wo) is p(wo) > 0, so equality defines a proper hyperplane
in the payoff space. In the joint parameter space each tie set is relatively closed by continuity, has
empty interior by varying that payoff alone, and has measure zero by Fubini’s theorem. There are
only finitely many pairs. On the open dense, full-measure complement, one induced selector uniquely
maximizes welfare. An optimal mixture can then put weight only on rankings that induce this
selector, so every optimal policy makes the same pure choice in each supported menu.

Every policy earns at most ™™, If G is acyclic, a topological ordering gives a strict ranking
with s = r for every arrow s — r. It selects s*(w) in every supported menu and therefore attains
wrment - Conversely, suppose We0arse = J/ment and choose an optimal strict ranking, whose existence
was just proved. Its menu-wise payoff shortfalls are nonnegative. Since every supported menu has
positive probability and a unique maximizer, equality of total welfare forces the ranking to select
s*(w) in every menu. It therefore respects every arrow. A directed cycle would require a strict
ranking to rank a class above itself, a contradiction. O

For precision, the benchmark preserves both the prescribed within-class implementation and the
use of a common score across menus. Allowing arbitrary class choices separately in each reduced
menu instead gives W™ment > J/coarse aq defined in (F.2). In the underlying alternative model, write
f(®) for the physical menu distribution and p, for the expected reward of alternative a. Unrestricted
informed alternative choice yields

qull _ Z f(i/)) max fiq > y/menu
m acy

Indeed, for any reduced-menu class rule its expected payoff in a physical menu is an average of the
available alternatives’ means, hence no larger than their maximum. The same conclusion holds with
menu-dependent means after replacing p, by 4 (). Thus, for a policy ¢ € L, the identity

qull _ W(q) — (qull _ Wcoarse) + (Wcoarse _ W(Q)) (Fg)

separates the loss imposed by the maintained representation from its additional policy shortfall.
The second term at a finite sensitivity can include logit noise. Comparing high-sensitivity limits of
long-run outcomes isolates losses that persist as logit noise vanishes.
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F.2 Efficient scores within own-payoff intervals

Throughout this and the next subsection, each supported menu has a unique payoff-maximizing
class, and G is the graph in Proposition F.1. Define

by = glairslﬂs(w), Ug 1= Igg;(ﬂs(w), I := [ls, ug], K = HSIS. (F.4)
sE

These intervals are well defined because every class has positive availability. Call a score vector
efficient if vg« () > v, for every supported menu and every r € w \ {s*(w)}. Equivalently, holding
these scores fixed and letting logit sensitivity increase selects the unique payoff-maximizing class in
each menu with probability tending to one.

Proposition F.2 (Score feasibility). There exists an efficient score vector v € K if and only if G
1s acyclic and
Ug > Uy for every nontrivial directed path s ~ t. (F.5)

Proof. An efficient vector satisfies vs > v, along every arrow, which excludes directed cycles. Along
any nontrivial directed path s ~~ ¢, it also satisfies us > vg > v; > ¢;. This proves necessity.

For sufficiency, assume the graph is acyclic and (F.5) holds. Let D(s) contain s and all its
descendants. For t € D(s), let L(s,t) be the length of a longest directed path from s to ¢, with
L(s,s) = 0. All these lengths are finite. Since there are finitely many reachable pairs and their
endpoint inequalities are strict, choose € > 0 such that

U +eLl(s,t) <us whenever t € D(s)\ {s}.
If there are no arrows, any positive ¢ suffices. Set

vs := max {f; +ecL(s,t)}.
s teD();){ t (s,0)}
The term ¢t = s gives vs > {5, and every term is at most ug, so v € K. If s — r, then D(r) C D(s)
and L(s,t) > 1+ L(r,t) for every t € D(r). Hence vs > v, + €. The vector therefore satisfies every

required strict comparison. O

The criterion checks entire paths, including endpoints that never appear together. In the
main-text example, the menus {4, C} and {B, C} have respective payoffs (3/5,1) and (2/5,0), so

B—C— A,  Ip={2/5}, Ic=[0,1, I.={3/5}.

Each individual arrow can be satisfied by scores in these intervals, but the path cannot: it requires
vp > va, while up < £4. The proposition concerns feasibility of efficient score comparisons.

F.3 Welfare bounds from conflicting paths

A common monotone binary rule is a measurable function @ : R* — [0, 1] that is weakly increasing
in its first argument, weakly decreasing in its second, and satisfies Q(x,y) + Q(y,z) = 1. In a binary
menu {s,r} it selects s with probability Q(vs,v,). The same function is used across classes and
menus. Logit is one such rule; continuity is not required.

Lemma F.3 (Errors along a path). For any common monotone binary rule, any integer d > 2, and
any real scores ag, . ..,aq with ag < ag,

ZQ(aiaai—l) > 1. (F.6)



Proof. First, for all real a, b, c,

Q(b,a) +Q(c,b) = Q(c, a).
If b > ¢, the first term alone is at least the right side. If b < a, the second term alone is at least the
right side. In the remaining case a < b < ¢, both terms are at least 1/2, because Q(z,z) = 1/2 and
the rule is monotone. Thus their sum is at least one and again dominates the right side. Repeatedly
applying this inequality to the first d — 1 terms gives

d
> Q(ai,ai 1) > Q(ag-1,a0) + Q(ag, ag—1) = Q(aa—1,a0) + Q(ao, ag-1) = 1,

i=1
where the last inequality uses ag > ag. O
Proposition F.4 (A path-based welfare bound). Suppose G is acyclic and contains a directed

path of distinct classes s — s1 — -+ — sq, with d > 2. For each edge choose a supported menu w;
whose unique payoff-maximizing class is s;—1 and which contains s;. Put

A=y, i) — (Wi ; ‘= mi i) A . F.
s, (Wi) Tew?\l?sil}w (wi) >0 c 1réliléldp(w )A; >0 (F.7)

Every common-score logit policy with finite sensitivity 8 > 0 and vs, < vs, satisfies

W(q) < Weoarse _ ¢ (F.8)

If all the witnessing menus w; are binary, the same bound holds for any common monotone binary
rule on those menus, irrespective of choices in the other menus.

Proof. The menus w; are distinct: otherwise the same menu would have two different unique payoff
maximizers. Let F; be the probability of failing to select s;—; in w;. Since the graph is acyclic,
Proposition F.1 gives Weearse = Jyyment Menu-wise welfare shortfalls are nonnegative, so

d d
Jycoarse _ W(q) > ZP(Wi)AiEi > cZEZ‘.
i=1 =1

Under logit, comparison with the two-class menu gives
eﬁvsi—l eﬁvsi

>
Zréw- efvr eﬁvsl;l + ePvsi

K3

Ei=1-

= Qﬁ(vsi y Us;q )

Lemma F.3 implies ), E; > 1, proving (F.8). When the witnessing menus are binary and use a
common monotone rule, E; = Q(vs,,vs,_, ), and the same lemma proves the second assertion.  [J

For a binary witnessing menu, p(w;)4; is its probability-weighted payoff advantage. In the
main-text example both advantages equal (1/2)(2/5) = 1/5, giving the ceiling 7/10 — 1/5=1/2. A
failed interval comparison cannot arise along a single arrow: if s is best in a menu containing ¢, then
us > ms(w) > m(w) > €. Thus any violation of (F.5) in an acyclic graph occurs along a path of
length at least two, as required by Proposition F.4.

For the online version, let H;, contain the observed history and private randomization used before
period k’s menu is drawn. The current menu is independent of H;, and has distribution p. Scores
and the choice rule (including any sensitivity) are Hy-measurable, and the current menu, choice,
and reward belong to Hyy1. Assume

E[T‘k | ’Hk,wk,sk] = Wsk(wk), E[T‘]%, | Hk] < My < 0.
These reward conditions hold under the maintained finite collection of stationary independent reward

laws and fixed within-class rule.
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Corollary F.5 (A persistent loss under endpoint calibration). Under the hypotheses of Proposi-
tion F.4, suppose

Usy < sy, dist(vg(s), Is) — 0 (s = so,84) almost surely. (F.9)

In the preceding online setting, use either logit with any finite history-dependent sensitivities B > 0,
or, when the witnessing menus are binary, any history-dependent common monotone binary rules Qy
on those menus. Then, almost surely,

K-1
1
limsup E[ry | Hi| < W — ¢, limsup — g T < WO — ¢ (F.10)
k—o00 Koo K k=0

Proof. Strict separation of the endpoint intervals and their asymptotic calibration give vg(sp) < vi(sq)
eventually almost surely. Conditional on Hg, the scores and choice rule are fixed before the
independent menu is drawn. Proposition F.4 therefore bounds the conditional expected reward by
Weoarse — ¢ eventually, proving the first assertion.

Let Dy = 1y — E[ry | Hi). These are martingale differences with E[D? | Hy] < M. The
martingale Y, _ - D/(k+1) has uniformly bounded second moments because >_, Ma/(k+1)? < oo,
and hence converges almost surely. Kronecker’s lemma gives K ! > i< Di — 0 almost surely. The
eventual conditional reward bound then gives the asserted bound on realized average rewards. [

If class-menu rewards are deterministic, endpoint calibration follows from any nonnegative
own-payoff averaging rule with eventually positive denominators and vanishing initial-score shares
for the two endpoints. Indeed, its endpoint score can be written vy (s) = s xvo(s) + (1 — As k)2 i
with 2, € Iy and Ag — 0; compactness of I gives the calibration in (F.9). This includes arbitrary
history- and menu-dependent weights. For noisy rewards, unrestricted reward-dependent weights
need not approach the interval of conditional means; endpoint calibration must instead be assumed
or established. Neither intermediate-score convergence nor convergence of the choice rule is required.

For fixed menu support, strict endpoint separation and the unique menu-wise payoff maximizers
persist under all sufficiently small perturbations of payoffs and positive menu probabilities. The
constant ¢ remains positive. Each perturbed problem therefore has the same type of welfare bound
for learners satisfying its endpoint calibration.

Strict separation in (F.9) is material when sensitivity can grow. With equally likely menus
{A,C} and {B,C} of payoffs (0,1) and (0,—1), the graph is B — C — A, but Iy = Ip = {0}
and Ic = [—1,1]. No efficient vector lies in K. Nevertheless, for £ > 1 the scores vx(A) = —1/k,
vi(C) =0, vi(B) = 1/k approach K, while logit sensitivity 8, = k? selects the efficient class in each
menu with probability tending to one. Thus equality of the endpoint bounds rules out exact score
feasibility but does not by itself imply a persistent loss under asymptotic calibration.

F.4 Singleton shifts and the two-class illustrations

Lemma F.6 (Singleton payoffs do not change the oracle’s ranking). Replace each supported singleton
payoff ms({s}) by ws({s}) + s, leaving all other primitives unchanged. The welfare of every fized
policy changes by the same amount D =Y p({s})ds. Hence W¢ changes by D, its maximizing
rankings are unchanged, and each fized policy’s gap to the benchmark is unchanged.

Proof. Every feasible policy selects s with probability one from {s}. Its payoff change is therefore
exactly D, independently of all choices on competitive menus. Taking the maximum gives the
assertions. O
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This invariance concerns a fixed policy. Learning may produce a different policy after the
shift. In the Bordeaux—Chianti illustrations, the menus {B,C},{B},{C} each have probability 1/3.
Competitive payoffs are (2,1) and both singleton payoffs equal the shift z. If ¢ is the probability of
Bordeaux in the competitive menu, then

_1+qg+22
= 3 ,

2+ 2z

W.(q) T

coarse __
W =

eoase _ () = — 2. (F.11)

The convergence and high-sensitivity calculations are proved in Section C. At z = 0, the Chianti-
favoring strict branch has ¢ — 0, so its limiting loss is 1/3. At z = 11/3, the unique branch has
g — 2/3 and both valuations tend to 3, so its limiting loss is 1/9. To check the latter numbers
directly, its limiting conditional means satisfy

2¢+11/3 1—-q+11/3
14¢ N 2—q

)

whose only solution in [0, 1] is ¢ = 2/3; both sides then equal 3. These losses are measured after
taking the long-run outcome at each fixed sensitivity and then letting sensitivity increase.

F.5 An obstruction to calibrated payoff aggregation

The example admits a useful open family. There are two menus, {A,C} and {B, C}, of probabilities
p and 1 — p, with deterministic payoffs (a, ) and (b, ¢), respectively, where

0<p<l, h>a>b>/{. (F.12)

The maintained within-class implementation has no choice to make in either menu.

Lemma F.7 (Realization by objective alternatives). The reduced tree in (F.12) is induced by four
alternatives with menu-independent deterministic rewards. Moreover,

qull — JJcoarse ph + (1 . p)b,
and the ranking B = C' = A attains this value.

Proof. Take classes A = {ao}, B = {bo}, and C = {cp,cr}, with respective alternative rewards
a,b,h,l. Let the physical menus be {ap,cg} and {bg,cr}, with probabilities p and 1 — p. Each
available class has exactly one available alternative. The stated ranking chooses cy in the first
menu and by in the second, which are precisely the two menu-wise payoff maximizers. No policy can
improve on their expected payoff. O

Proposition F.8 (Welfare bound under the calibrated ordering). In (F.12), every common monotone
binary rule QQ and every common score vector satisfying va > vpg, regardless of vo, satisfy

Wo(v) < W :=max{pa + (1 — p)b, ph+ (1 — p)l}, (F.13)
weearse W = min{p(h — a), (1 —p)(b—£)} > 0. (F.14)

This bound is sharp within the logit family as sensitivity increases, even when each score lies in the
convex hull of that class’s own possible rewards.
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Proof. Let u and w be the probabilities of choosing C' in {A,C'} and {B, C'}, respectively. Mono-
tonicity and v4 > vp give
u=Qvc,va) < Qvc,vp) = w.

Put By =pa+ (1 —p)b, X =p(h—a) >0, and Y = (1 — p)(b— ¢£) > 0. Welfare equals
Wgo(v) =Bo+ Xu—Yw < By+ (X —Y)u < By +max{0,X — Y}

This last value equals W, while W% = By 4+ X, proving both formulas. For sharpness set
(va,vp) = (a,b). Taking vo = £ and  — oo yields the first value in the maximum; taking ve = h
yields the second. These scores belong to the respective own-payoff hulls. O

The ordering v4 > vp is precisely what constant-payoff calibration eventually implies. Use
the online setting preceding Corollary F.5, with scores vy and a common monotone binary rule
Q). determined from Hj before the current independent menu is drawn. This includes logit with
arbitrary history-dependent finite sensitivities S > 0. Neither scores nor the choice rule may be
selected separately for different current menus.

Theorem F.9 (The long-run aggregation bound). Suppose vip(A) — a and vip(B) — b almost surely
in the environment (F.12). No convergence or calibration condition is imposed on v(C), and Qy
need not converge. Then almost surely

K-1

_ 1 _

limsup E[ry | H] < W, lim sup — Z e < W. (F.15)
k—o00 K—oo K k=0

In particular, these conclusions hold for any nonnegative own-payoff aggregation rule

as,kUO(s) + Zj<k:s]-:s Ws k575

As,k + Zj<k:3j:s Ws, k,j

’Uk(s = , Qs ky Ws k5 >0, (F16>

provided that for s = A, B the denominators are eventually positive and

Qg k
s,k + Zj<k:3j:s Ws,k,j

Ask 1= — 0 almost surely. (F.17)

The finite nonnegative weights can depend arbitrarily on the observed history, including past menus
and rewards, and can be chosen with full knowledge of the primitives.

Proof. Since a > b, calibration implies vg(A) > wvg(B) eventually on an event of probability
one. Applying Proposition F.8 conditional on H;, gives the eventual bound E[ry | Hi] < W.
Independence of the current menu is what preserves its probabilities in this conditional calculation.
Let Dy = ri — E[ry | Hg]. The variables Dy are bounded martingale differences. Hence the
martingale series >, -, Di/(k + 1) converges almost surely, since its increment variances have finite
sum. Kronecker’s lemma gives K ! > kex Dk — 0 almost surely. The Cesaro averages of the
conditional rewards have limit superior at most W their finitely many initial terms vanish from the
average. This proves (F.15).

Under (F.16), every observation of A equals a and every observation of B equals b. Consequently,

ve(A) =a+ )\A,k(UO(A) —a), vp(B) =b+ )\B,k(UO(B) —b)

whenever their denominators are positive. Condition (F.17) implies the required calibration, irre-
spective of how the observation weights were chosen. O

o7



For the main-text example,

h=1, a=z, b:5, £=0,

so Weoarse — 7/10, W = 1/2, and the persistent shortfall is at least 1/5. The same obstruction
applies on the open set (F.12); it requires neither singleton menus nor convergence of the full score
vector. Vanishing prior influence is an assumption on the feedback retained by the aggregation rule,
not an automatic consequence of positive logit choice probabilities. A rule that discards its feedback
need not satisfy it. Subject to calibration, however, even unrestricted reweighting of C’s observations
cannot reverse the ordering of its two choice probabilities that drives the bound.

pziv

F.6 Convergence in the example

Lemma F.10 (Global convergence with a persistent welfare loss). Consider equally likely menus
{A,C} and {B,C} with deterministic payoffs (3/5,1) and (2/5,0), respectively. For every fized
finite B >0, there is a unique SVE v® = (3/5,2/5, cg). It is globally asymptotically stable and locally
exponentially stable under the normalized dynamics, as is (v?, A(v®)) under the joint dynamics on
R3 x1i A(S). From every finite initial valuation vector and positive prior counts, harmonic visit-count
learning converges to this joint equilibrium almost surely. Moreover,

v? — (3/5,2/5,0)  as B — .

This strict VE selects A and B in their respective menus. Equilibrium welfare therefore tends to 1/2,
below Weoarse = 17/10.

Proof. The conditional payoff targets satisfy g4 = 3/5 and g = 2/5, so every SVE has these two
coordinates. Write ¢ = ve, U = €38/5, V = ¢28/5 and t = eP¢. At these fixed values of v4, vg, the
probabilities of choosing C' are t/(t + U) and t/(t + V). Its conditional payoff target is consequently

. t+V
A+ U+ V!

At =0, Hy=1/2,50 ¢ =1/2 and Fy = —1. For # >0, U >V and 0 < Hg(c) < 1/2 for every c.
Thus every zero of Fj lies in (0,1/2), and F(0) > 0 > Fp(1/2). Direct differentiation gives

Hga(c) :=gc(3/5,2/5,¢) Fs(c) := Hg(c) —c.

BtU - V) ~ BRU - V)U+V —2t)

Hl —_ 7\ ) H// —
5O = TV 5(c) Qt+U+ V)

For 0 <e<1/2,2t < 20812 = 2\/UV < U + V', so Fp is convex on this interval. Its endpoint signs
give a zero; two distinct zeros would, by monotonicity of convex secant slopes, force Fg(1/2) > 0.
The zero cg is therefore unique, and

Fp(1/2) — Fp(cp)
1/2 —cg

F é(65) < < 0.

The normalized Jacobian is lower triangular, with eigenvalues —1, —1, Fjj(cg). Proposition A.7
adds two eigenvalues equal to —1 for the joint dynamics on the frequency simplex. Both equilibria
are thus locally exponentially stable. Because only C' has a nonconstant conditional payoff target,
Lemma C.5 gives convergence of every trajectory of either system to an equilibrium. Uniqueness
and local stability therefore establish global asymptotic stability for both systems. The determin-
istic rewards satisfy the maintained moment assumption, so Corollary A.6 gives the almost-sure
convergence of harmonic visit-count learning.
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Finally, monotonicity of Hg gives, for 8 > 0,

1
O<Cﬁ Hﬁ(Cﬂ)_Hg(1/2) 1+eﬁ/10 —0
The two limiting valuation gaps against C are strictly positive, so its choice probabilities vanish in
both menus. The limiting policy chooses A and B, whose constant payoffs equal their valuations; C' is
unchosen. Hence the limit is a strict VE, and equilibrium welfare tends to $(3/5)+3(2/5) =1/2. O

G Algorithmic prominence and consumer learning

This section proves the two-state illustration, the propositions on optimal deterministic and random-
ized prominence, and the associated welfare and learning claims, including extensions to heterogeneous
consumer partitions and prominence caps. The maintained specification has no commission on
competitor sales, and uses a fixed stationary prominence rule. Prominence has no direct cost except
in Subsection G.10. There is no cap except in Subsection G.8. A product state i € {1,...,J}
is drawn independently and uniformly each period. The in-house product has expected payoff p;
and margin m; > 0; the competitor and outside option have respective expected payoffs uc > uo.
Their reward laws satisfy the maintained moment assumptions. The platform chooses prominence
with probability 7; € [0,1] in state 4, using fresh draws across periods that are independent of
reward shocks and choice randomization. The resulting class menu is { H, O} under prominence and
{H,C, 0O} otherwise. Consumers use their common class valuations and harmonic visit-count learning.
Among policies yielding the same limiting profit, the platform prefers lower prominence frequency
T(r):=J -1 >; Ti- More precisely, among attained primary maximizers, lower prominence frequency
is preferred. A minimum-frequency maximizer is selected whenever that secondary minimum exists.
This convention selects among profit maximizers; it does not change their profit values.
Throughout this section,

B 1
= Z,u,,; < po < pc, max i > Lo. (G.1)
(2

Sensitivity is fixed during learning. All high-sensitivity conclusions first take the long-run limit at a
fixed finite 5, and only then let 3 — co. Approximations to a profit supremum by different fixed
rules are a further limit; no interchange of these limits is assumed. Classes that are never available
are omitted, as in the standing convention.
G.1 Reduction, convergence, and long-run payoffs
For a fixed rule put

1
If 0 < T < 1, define the promoted and unpromoted means

_ 2iTiki _ (- T)p -
== =0T Ta+ (1-T)b=p. (G.2)

The class-menu probabilities are T" and 1 — 7', and the conditional means of H are a and b. Indeed,
conditional on the class menu, the probability of choosing H does not depend further on the physical
state. Thus choosing H does not change the conditional distribution of states within that menu. This
is exactly the reduction in Lemma A.1; it gives Alice neither the state payoffs nor their frequencies.
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At an SVE the valuations of C' and O are their constant targets. Writing v for the valuation of
H, define
o po By(v)
B e B e _ Bg(v
W) =G P et W =4 0y

(G.3)

These are the in-house choice probabilities under prominence, without prominence, and their ratio.
In particular 0 < Rg(v) < 1. The scalar conditional payoff target is
Ta+ (1 —-T)bRg(v)
g9(v) = —
T+ (1-T)Rs(v)
=K + ezBU —+ e/BHO + T@ﬁNC ’ (G4)

It lies between a and fi. Its derivative has the sign of i — a (and is zero at 8 = 0).

Proposition G.1 (Learning under a fixed prominence rule). Under (G.1), every fized stationary
prominence rule admits a unique SVE at every finite sensitivity. Its joint equilibrium is globally
asymptotically stable and locally exponentially stable on the active-class state space. Harmonic
visit-count learning converges to it almost surely from every finite initial valuation vector and positive
initial pseudo-counts.

Proof. Suppose first that 0 < T" < 1. The equilibrium equation for H is v = gg(v). If a > [i, then gg
is non-increasing, so gg(v) — v is strictly decreasing and has exactly one zero; existence also follows
from the payoff-box fixed-point argument. At that zero, ng (v) —1<—1.

If a < [, every zero lies in (a, i) C (—o0, uo). For f > 0, differentiating (G.4) and using the
fixed-point equation gives, at each such zero,

B —v)e™ u
= oBv 1 Bro + Tebic ~ 11 et
At B = 0 the derivative is zero. Hence every zero of gg — v is a strict downward crossing. The
function is analytic and is not identically zero, since gg is bounded whereas v is not. Its zeros in the
compact payoff interval are therefore finite; two downward crossings would require an intervening
zero that is not a downward crossing. Thus the zero is unique in this case as well, and glﬁ(v) —-1<0
there.

All other class targets are constant. Lemma C.5 therefore gives convergence of every joint
trajectory to an equilibrium, which must be the unique one just identified. In coordinates ordered as
H,C, O, the normalized valuation Jacobian is upper triangular, with eigenvalues g/’g(v) -1,-1,-1.
Proposition A.7 adds only negative frequency eigenvalues to the joint linearization. The joint
equilibrium is thus locally exponentially stable and globally attracting, hence globally asymptotically
stable. Almost-sure convergence follows from Corollary A.6.

If T'= 0, every state generates the same full menu and g = . If T'= 1, every state generates
{H, O}, the unavailable competitor is omitted, and again gg = . All active targets are constant in
either case, so Proposition A.8 applies. O

<1, u=p(uo —v) > 0.

g5(v)

Let vg denote the resulting equilibrium valuation of H and write
d; = 7iAg(vg) + (1 —7;) Bs(vp),

cg=(1-T)

ePvs 4 eBro 4 eBuc’
ebro

og =T(1 - Ag(vg)) + (1= T) (G.5)

ePvs 1 eBro 1 eBuc’
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Here df is conditional on state ¢, while cg, 0g are unconditional market shares. These expressions
remain valid at T" = 0,1 by ignoring the probability of choice in a menu that never occurs. The
limiting calendar-time profit and consumer payoff at fixed sensitivity are, respectively,

1 1
(1) = 7 Zmidfa Wp(r) = 7 Z /J/z'df + pocg + Hoog- (G.6)

These are also the almost-sure limits of realized time averages. To see this, subtract the conditional
expectation from each state-choice indicator and from each period’s reward or profit. Indicator and
profit martingale differences are bounded, and reward differences have bounded conditional second
moments. The martingale series obtained by dividing the period-k difference by k£ + 1 converges,
so Kronecker’s lemma makes its Cesaro average vanish. Convergence of valuations and continuity
of the finite-f logits make the corresponding conditional expectations converge to (G.5)—(G.6). In
particular, no identification of a deterministic time average with a stochastic time average is being
assumed without this argument.

G.2 The high-sensitivity limit of any fixed rule

Lemma G.2 (Fixed-rule purchase limits). Suppose 0 < T < 1, and use (G.2). FEquilibrium
valuations and purchase probabilities have limits as § — oco. They are given by

promoted mean ‘ limvg ‘ lim Ag(vg) ‘ lim Bg(vg)

a < po a 0 0
a= o 1o 1/2 0 (G.7)
po < a < pc a 1 0
a > ue |76} 1 qr
In the last row,
T(a — (g —
(CL :U’C) _ Zz Tl(lu’l :U’C) c (07 1) (GS)

q =
A=) (e —b) (1= ) (ke — i)
Thus the limiting sales vector is respectively 0, 7/2, T, or (1, + (1 — 73)qr)i. AtT =0 and T =1 it
is zero, because vg = [i < po. Consequently I1°°(7) = limg_,o g(7) and W(1) := limg_,oc W5(7)
are well defined for every fized stationary rule.

Proof. Write pg = Rg(vg). If a < po, every root is at most ug := max{a, i} < po. Therefore

B B
e’ +etho < 2¢Bluc—no) __ .
ePvs 4 eBro + eBurc

0<pg=

Equation (G.4) gives vz — a, and the two purchase probabilities tend to zero.
If a > po, then a > ppand b < i < po. For a = pp the equilibrium satisfies vg < a, and

(1-T)(a—b)ps _ 2(1-T)(a )

e~ Bluc—ro).
T+ (1 — T)pﬁ - T

0<a—vg=

Hence (vg — po) — 0, proving the limiting promoted purchase probability 1/2. This is a rate
calculation, rather than an inference from equality of limiting valuations alone.

If po < a < pc, then vg < a < pc, which again forces pg — 0 and vg — a. The limits are
now Ag — 1 and Bg — 0. If a = pc, a subsequential valuation limit strictly below pc would force
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pp — 0 and hence vg — a, a contradiction. Since vg < a, it follows that vg — puc. Rearranging the
fixed-point equation gives
_ T(a—up)
T A=) —b)

Its denominator stays positive in the limit and its numerator tends to zero. Thus Bg — 0 even
though vg — puc.

Finally suppose a > puc. A subsequential valuation limit below pc would force pg — 0 and
vg — a > pe. A limit above puc would force pg — 1 and vg — 1 < pp. Compactness therefore
implies vg — pc. Equation (G.9) gives pg — ¢r; Ag — 1 then gives Bg — ¢,. Its numerator
is positive, and the denominator exceeds it by uc — g > 0, proving 0 < ¢, < 1. The remaining
assertions follow from (G.5)—(G.6). O

(G.9)

G.3 The two-state illustration

The following lemma collects the claims in the main text’s two-state illustration and its welfare
comparison.

Lemma G.3 (Two-state prominence and welfare). Suppose J = 2,

Pn > e > po > e, (pn + pe) /2 < po, mp, mg > 0.

High-only prominence uniquely maximizes limiting profit among deterministic rules. Its limiting
valuation is pc, its sales are (1,q2), and

— mp + qgam
q2:ﬂh NCE(O,I), I — h qa2my

pe — e 2 He (G.10)

For that same prominence rule, the informed coarse oracle earns consumer payoff (pun + pe)/2.

Proof. There are four deterministic rules. No prominence, low-only prominence, and universal
prominence have zero limiting sales by Lemma G.2. For high-only prominence, ' = 1/2, a = pup, > pc
and b = py, giving (G.10) and strictly positive profit. Its welfare equals

pn + qapue + (1 — g2) e
2

= KO,

because pp — peo = q2(pc — pe). No prominence also gives welfare pc, since the competitor is then
chosen in every state.

With high-only prominence, the highest available expected payoff is up in state h and pe in state
£. The common ranking C' = H > O implements both choices, so it attains the menu-wise upper
bound and is the coarse oracle optimum of Proposition F.1. The welfare gap is (un — pc)/2. This
efficient ranking cannot be a self-confirming CQL limit: its positive in-house purchases occur only
in state h and therefore calibrate H to up > pc, contrary to its ranking below C'. Under complete
information prominence does not change sales in either state, since the high product exceeds uc and
the low product is below pp. The platform’s tie-breaking convention therefore selects no prominence
under complete information. O

G.4 Optimal deterministic prominence

This is the main text’s deterministic-prominence proposition, with its maintained restriction on the
mean payoff of the two promoted products.
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Proposition G.4 (Optimal deterministic prominence). Suppose (G.1) holds, J = 3, and

nt+
Hh > e > fom > O > pe, % < uc, My M, Mg > 0. (G.11)
Define
Hh — HC
g3 : = —— € (0,1). G.12
20 — pm — e 0.1 (G-12)

Only high-only and high-and-medium prominence can mazimize limiting profit among deterministic
rules. Their purchase probabilities in states (h,m, ) and their profits are

mp, + q3(Mm + my)

d" = (1,43,43), 00 = 3 ,
d"m = (1,1,0), o w (G.13)
High-only prominence uniquely maximizes profit if and only if
gsme > (1 — q3)mm. (G.14)

The reverse strict inequality selects high-and-medium prominence. At equality, both rules mazimize
profit, and the tie-breaking convention selects high-only prominence.

Proof. No prominence has zero limiting sales. Every promoted subset containing ¢ also has mean
below po: for example,

pb + p < 3po — pm < 2p0, B + e < 3po — pn < 2p0.

This covers both pairs; the singleton and the full set satisfy the same claim by assumption. These
four rules have zero limiting sales by Lemma G.2.

Medium-only prominence has promoted mean g, € (1o, c) and therefore sells only in state
m. High-only prominence has a = p;, and b = (fy, + pe)/2, giving d* in (G.13) and limiting
brand valuation pc. High-and-medium prominence has a = (up + pm)/2 € (ro, nue) and b = py.
Lemma G.2 gives limiting valuation a and sales (1,1,0). This includes a = p¢: the lemma establishes
that the unpromoted purchase probability tends to zero even at that boundary. Since my > 0,
high-and-medium prominence strictly dominates medium-only prominence. Both candidate rules
earn positive profit. The eight deterministic rules have now all been covered.

The numerator defining g3 is positive, and its denominator exceeds the numerator by 3uc — pp —
tm — pe = 3(ue — @) > 0. Hence g3 € (0,1). Finally,

3L —II3;,) = g3me — (1 — g3) My,

which proves both strict comparisons and the equality case. At equality, the prominence frequencies
are 1/3 and 2/3, so tie-breaking selects high-only prominence. In particular my, cancels; no ordering
of high- and low-state margins has been imposed. O

Under complete information, high-quality purchases occur irrespective of prominence, low-quality
purchases never occur, and medium-quality purchases occur precisely under prominence. Positive
my, therefore requires promoting m for profit maximization; the tie-breaking convention selects
medium-only prominence. Its CQL outcome instead has valuation u,, and purchases only in state
m, as just proved. The comparison is thus between policies under different consumer models, not an
assertion that the coarse learner can implement informed choices.
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High-only prominence gives welfare uc, because

ph — pe = @320 — fm — fe)-

Its conditional coarse-oracle welfare is (up + 2u¢)/3, implemented by C' = H = O; the gap is
(n — pe)/3. As in Lemma G.3, this ranking cannot be sustained by CQL: its brand purchases
occur only in state h, calibrating the brand to u, > pue. No prominence gives welfare puc, because
the competitor is then chosen in every state. With high-and-medium prominence, welfare is
(n + pom + 1) /3 < pe. The competitor’s shares under the two candidate policies are 2(1 — g3)/3
and 1/3, both strictly positive.

G.5 Optimal randomized prominence

Proposition G.5 (Optimal randomized prominence). Under (G.1), with m; > 0, the supremum of
limiting profit over fized stationary prominence rules is

sup II°(7) = max {sz’d Z — 1o)d; >O} (G.15)

7’6[0,1]] dE 0, 1

The bound can be approached by a sequence of stationary rules that randomize in at most one state.
Along this sequence, limiting brand purchases occur only under prominence and the limiting brand
valuation approaches po from above. If every margin is strictly positive, no fixed stationary rule
attains this supremum. More generally, every stationary rule can be replaced by one randomizing in
at most one state with weakly higher limiting profit, although its prominence frequency may change.

Proof. Upper bound. For every fixed rule, let d; = limg df , which exists by Lemma G.2. At finite
sensitivity, the fixed-point equation gives the exact calibration identity

vg Z diﬁ = Z uidf. (G.16)

If Y. d; > 0, positive limiting purchases require the limiting valuation to be at least p10. Passing to
the limit in (G.16) yields >, (p; — po)d; > 0. If all d; vanish, this inequality holds as equality. Since
0 < d; <1, every realized limiting profit is bounded by the compact linear program on the right of
(G.15).

Solving the linear program. Put

Iy ={iip>poy, I-={i:m<po}, S=> (mi—po)>0, wi=po—m (icl)
i61+

Increasing any d;, ¢ € I, weakly increases the objective and preserves feasibility, so an optimizer
can be chosen with these coordinates equal to one. The remaining problem is

Z midi :0 < di < 1, Z widi < S 3. (G.l?)
il el

Because i < po, the total weight >, w; exceeds S. With nonnegative margins, a maximizing
vector can be chosen to use the entire budget: any unused budget can be filled in an unsaturated
coordinate without reducing the objective, even when that margin is zero.
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Order the ratios m;/w; non-increasingly, fill coordinates in that order, and use a fraction of the
first coordinate whose full weight would exceed the remaining budget. This is optimal. Indeed,
moving an equal amount of weight from an included lower-ratio coordinate to an unfilled higher-
ratio coordinate weakly increases the objective. Applying these exchanges successively transforms
any budget-exhausting feasible vector into the stated allocation without decreasing profit. The
construction uses at most one fractional coordinate; ties may give additional optimizers. This
establishes the asserted existence statements without claiming that every optimizer has a binding
constraint when some margins vanish.

Approzimate implementation with randomization in one state. Choose a binding optimizer d* of
the preceding form: every coordinate in I equals one, and at most one coordinate in I_ is fractional.
Since ) ;c; wid; =S >0, at least one below-outside-option product is included. If a fractional
coordinate exists, let j be that state; otherwise choose any j € I with d; = 1. In either case, di > 0
and d} € {0,1} for every i # j. For 0 < e < d;, set

d* — =g
R S (G.18)
di? 17&.7

Every rule randomizes only in state j, which is fixed along the sequence. Since d* binds the constraint,

Z(,ui — po)7i =¢ew; > 0.

%

The rule uses both menus: prominence is certain in every state in I, while 77 < 1. Its promoted

mean satisfies s
a: = po + 5 ig — o from above.

i

For all sufficiently small €, it lies below pc. Lemma G.2 then gives limiting sales exactly d; = 7.
Their profit shortfall from the linear program’s value is exactly em;/J, which tends to zero (and
is identically zero when m; = 0). Proposition G.1 supplies the unique globally attracting joint
equilibrium and almost-sure learning convergence for each of these fixed rules and each finite
sensitivity. This proves the lower bound in (G.15) with the stated order of limits.

Non-attainment with positive margins. If all m; > 0, every optimizer has d; = 1 on I : increasing
such a coordinate strictly improves the objective while preserving feasibility. Every optimizer also
binds the constraint, since otherwise an unsaturated coordinate could be increased; the all-one
vector is infeasible. Thus its positive sales have purchase-weighted mean exactly puo. For any fixed
stationary rule attaining this objective, calibration would force its limiting valuation to equal po.
Lemma G.2 then forces a = pp and d; = 7;/2 < 1/2, contradicting d; = 1 on the nonempty set
I,. Hence the value is a supremum rather than a maximum over fixed rules. In particular, simply
setting 7 = d* gives promoted mean uo and halves the intended promoted purchases, rather than
implementing d*. The final, policy-by-policy assertion follows from Lemma G.12(ii). O

G.6 The illustrative randomized optima and their welfare

Corollary G.6 (Two and three states under randomized prominence). In the two-state environment

of Lemma G.3, put

Mk — PO
KO — He

The unique optimizing sales vector in (G.15) is (1,t3). Its profit supremum is (myp, + timy)/2,

approached by (th, ) = (1,t) as t 1 t5.

ts € (g2, 1).
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In the three-state environment of Proposition G.4, put

_ Hnt ptm = 2p0
HO — He

t; € (Q3a 1)

The unique optimizing sales vector is (1,1,t3). Its profit supremum is (mp+muy,+timy)/3, approached

by (Th, Tm, 7¢) = (1,1,t) as t T t5. Each supremum strictly exceeds every deterministic policy’s profit.
For every sequence of stationary rules whose limiting profits approach the corresponding supremum,

limiting consumer welfare and competitor share converge, respectively, to

, 1-t .
(J—1+13), c; =——=2>0, j=2,3. (G.19)
J

Bo — o
Wi = pe — HEZ 1O
In each case the limiting brand valuation approaches po, and VV]Tk < pe, the no-prominence welfare

level.

Proof. In either example there is a single state below up. Positive margins force every above-
outside-option coordinate to be one and the remaining coordinate to exhaust the feedback constraint.
This proves uniqueness and the formulas for t3,¢3. Positivity of their numerators and the strict
unconditional-mean assumption put both in (0,1). The implementations follow from the same
promoted-mean argument as (G.18).

For two states, the function (up — 2)/(z — pe) is strictly decreasing on (ue, pp), so t5 > go.
For three states the high-only sales vector (1,¢s, g3) has weighted mean puc > po. Increasing its
medium-state coordinate from g3 to one adds (1 —g3)(um — o) > 0 to its strict feedback surplus. The
vector (1,1, g3) therefore still has positive surplus, so the binding low-state coordinate t3 is strictly
larger than ¢3. Thus (1,1,¢5) weakly increases every coordinate of both deterministic candidate
vectors (1, ¢s3,¢3) and (1, 1,0), and strictly increases at least one coordinate of each. Strictly positive
margins prove the strict profit comparisons.

It remains to establish welfare for every approximately optimal sequence, rather than only the
displayed implementation. Let 7" be such a sequence and let d” be its limiting sales vector. Each d"
is feasible for the compact linear program. Uniqueness of its optimizer implies d"” — d*: otherwise a
convergent subsequence bounded away from d* would have an equally profitable feasible limit. In
particular, d — 1.

Let A™ be the high-sensitivity limit of the promoted purchase probability for rule 7", defining the
counterfactual probability when the promoted menu is absent. From Bg < Ag we have d} < A" <1,
so A" — 1. The outside share in unpromoted encounters is at most e ##c—#o) yniformly over
scores and rules. In promoted encounters it is 7" (1 — A™). Consequently the limiting outside shares
o™ tend to zero, and the competitor shares converge to 1 — J~! > dr

The limiting calibration identity gives v = (>, wid?*)/(3>_; di') whenever the denominator is
positive; it tends to po, since the optimal feedback constraint binds. Finally,

1 1 1
ool MmN __ mn n n - * _ *
W (T)—J% pidi + poc” + poo 7 Hog % di+uc(1 J% dz-).
Substituting the two optimizing sales vectors proves (G.19) and all the remaining assertions. O

For J states, every binding maximizing allocation constructed in Proposition G.5 leaves a strictly
positive competitor share in its approximate implementation: the all-one vector is infeasible under
i< po, so JTEY" dr < 1. Tts welfare tends to ue — (pe — po)J 1>, di. When there are several
below-outside-option states, tied margin-to-shortfall ratios can give several optimizing sales vectors
and different welfare limits. No general uniqueness claim is needed for the profit proposition.
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The positive competitor share in these randomized implementations is distinct from consumer
mixing within a menu. Along the approximating rules, o < v < pc, so the brand is purchased
under prominence and the competitor without it. It is the platform’s state-contingent prominence
that randomizes between these encounters. By contrast, the deterministic high-only examples have
v3y = pc and strictly interior brand choice in unpromoted menus. The welfare decline in (G.19) is
relative to no prominence. For each displayed approximate implementation, the ranking C' = H > O
already implements the limiting choices and is optimal among common-score rankings at that same
prominence rule. It is therefore a different comparison from the additional learning loss, holding
prominence fixed, in the deterministic illustrations.

G.7 Heterogeneous consumer partitions

Let a fraction A € [0, 1] of consumers use the coarse classes H, C, O, and let the remainder distinguish
the J in-house products, using classes Hi,...,Hs, C,O. Both types learn from their own repeated
experiences using harmonic visit-count updates and the maintained logit rule. State probabilities,
product payoffs, and margins are the same for both types. The platform knows A and applies one
fixed stationary prominence rule independently of consumer type and individual learning histories.
Profits and welfare are population-weighted averages of the two types’ long-run outcomes. We retain
(G.1) and the order of limits specified above.
For a finest-partition consumer, define

1 i > 1O, 1 Wi > e,
af =91/2 pi=po,  Vi=1/2 w=pc, (G.20)
0 i< po, 0w <pc.

These are the high-sensitivity brand-purchase probabilities with and without prominence. Write
I12°(7) for the coarse-consumer profit studied above, and put

() = 2 3 mifnaf + (1= mbl],  TIE(7) = AIR() + (1= \TIFE().

Let V. be the linear-program value in (G.15), and define

Vf:}]<zm+ézm> (G.21)

Hi>po Hi=HO

Proposition G.7 (Randomized prominence with heterogeneous consumers). After omitting unavail-
able classes, for every fized stationary rule and finite sensitivity both consumer types have unique
globally asymptotically stable joint equilibria, and their harmonic learning processes converge almost
surely. Moreover,

sup IIS°(7) = AV + (1 — )W (G.22)

T€[0,1]7

The policies in (G.18), constructed from an optimizer chosen as in Proposition G.5, randomize in
at most one state and approach this bound simultaneously for every A € [0,1]. For each fized A,
every stationary rule also admits a replacement randomizing in at most one state with weakly higher
limiting population profit; its prominence frequency may change. If all margins are strictly positive
and A > 0, no fized rule attains the bound. At A = 0 the bound is attained; among its maximizers,
the unique Tule minimizing the frequency of prominence is

i =1{m; >0, po < i < uct. (G.23)
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Proof. For finest-partition consumers, the payoff target of every active class is constant: it is pu;
for H;, pc for C, and pup for O. Every H; is available with probability 1/.J; C is omitted only if
it is never available. Proposition A.8 therefore gives uniqueness, global asymptotic stability, and
almost-sure convergence at every finite sensitivity. At that limit the finest consumer’s brand-choice
probabilities in state ¢ are

eBhi eBhi

eBri + efro’ eBri  eBro + efuc’

Their high-sensitivity limits are (G.20). Thus finest-partition learning gives informed choices
whenever payoff comparisons are strict; at a tie it gives the corresponding equal-probability logit
limit. The martingale averaging argument following (G.6) applies unchanged, so these probabilities
also determine almost-sure realized time-average payoffs. The coarse type’s convergence follows from
Proposition G.1.

Because azf > b£ and m; > 0, maximizing the fine type’s profit amounts to setting 7, = 1 whenever
mi(alf- — bf) > 0. Its maximal value is J ! > miag = V4. The strict inequality holds exactly when
m; > 0 and po < p; < pe. All other coordinates leave profit unchanged, so setting them to zero
uniquely minimizes J~!Y", 7;. This proves (G.23).

For every common policy, each type’s profit is bounded by its individual supremum, giving the
upper bound in (G.22). The implementing policies (G.18) set 7, = 1 on every state with p; > po.
They therefore attain V; exactly for every fixed . Changing prominence on states below uo does
not affect fine-consumer brand sales, since both probabilities in (G.20) vanish there. Meanwhile,
their coarse-consumer profit tends to V; by Proposition G.5. This proves the lower bound with a
policy family independent of A\. The policy-by-policy strengthening follows from Lemma G.12(ii);
that replacement may depend on .

If all margins are positive and A > 0, an attaining common policy would have to attain V,, since

AVe + (1= \Vi = IIF(7) = A(Ve = II(7)) + (1= M) (Vi =TI (7)), (G.24)

and both terms are nonnegative. This contradicts the non-attainment part of Proposition G.5. The
endpoint A = 0 was established directly above. O

For any fixed A > 0, identity (G.24) also implies that every sequence approaching the mixed-
population bound approaches V. for coarse consumers; if A < 1, it approaches V; for fine consumers
as well. The result identifies a common approximately optimal policy family, not a unique family for
general J. Tied margin-to-shortfall ratios can generate several maximizing coarse sales allocations
with different welfare, as discussed above. The assumption of a common rule is substantive for
welfare: if types were observed and prominence could be personalized, the two individual bounds
would still bound total profit, but unnecessary low-product prominence could be withheld from
finest-partition consumers.

Corollary G.8 (Heterogeneous consumers in the illustrations). Maintain the respective two- and
three-state assumptions in Lemma G.3 and Proposition G.4, including strictly positive margins. Let
q; and t;‘f be as defined there and in Corollary G.6.

For every A > 0, high-only prominence remains the unique profit-mazimizing deterministic rule in
the two-state illustration, with profit (mp + Agamy)/2. In the three-state illustration, only high-only
and high-and-medium prominence can mazimize deterministic profit, with respective values

e — M + Ags(my, + my) e - M + M
MNh = 3 ) Ahm = T g

(G.25)
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With ties resolved in favor of less frequent prominence, high-only prominence is selected precisely
when
Aq;;(mm + mg) > M (G26)

otherwise high-and-medium prominence is selected. At A = 0, the least-prominence profit maximizers
are no prominence in the two-state illustration and medium-only prominence in the three-state
wlustration.

For every fized A > 0, the randomized profit suprema are

mp + At5my
2 )

My, + My + A5y

Va2 = 3

Vig = (G.27)

Each strictly exceeds every deterministic rule’s profit. Every sequence of stationary rules approaching
the respective supremum satisfies

1,8 =2
oy ) =2 (G.28)
(1,1,#3), j=3.

Along every such sequence, aggregate brand, competitor, and outside shares converge, respectively, to

— 14+ \tE 11—t 1=\t
2——f—i, —7 L—fLA j=2,3. (G.29)
J J J

Welfare converges to W3 . = AW + (1-— )\)Wf’fj, where W is given by (G.19) and

t5 1t 5 1t
Mq2:uh+2uo;( llle) lVf;fgzuwumg/gﬂr( e (G.30)

Relative to no prominence, aggregate welfare falls by

AMFZWC—M?M+%X ANF:Wc—ud@A+%EH1—ch—Mm_ (G.31)
Proof. In both illustrations, a fine consumer buys the high product regardless of prominence and
never buys the low product. With three states, the medium product is purchased exactly under
prominence. Thus two-state fine profit is mj /2 under every deterministic rule. Combining this with
Lemma G.3 proves the two-state deterministic claim for A > 0.

With three states, fine profit equals (my, + 7my,) /3. Coarse profit under the eight deterministic
rules was computed in Proposition G.4. High-and-medium prominence strictly dominates medium-
only prominence by the additional coarse high-state sales, worth Amy/3 > 0. It also strictly
dominates every rule whose coarse sales vanish: their fine profits are at most (mj, + m,,)/3, whereas
high-and-medium prominence produces positive coarse sales and the same maximal fine profit. This
leaves only the stated pair. Their weighted profits are (G.25), with difference [Ags(mm, +my) —mup]/3.
The high-only rule has prominence frequency 1/3, as against 2/3, so the less-prominence convention
selects it at equality. The A = 0 conclusions follow from (G.23).

The randomized values follow from (G.22) because V; = my,/2 or (my + my,)/3, respectively.
The difference between the two-state randomized bound and high-only profit is A(t5 — g2)me/2 > 0.
In three states its difference from high-and-medium profit is At§m,/3 > 0, and from high-only profit

1S
(1 — )\Q3)mm + )\(t;) — q;;)mg

3

These comparisons cover all deterministic candidates.

> 0.
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Fix A > 0 and an approximately optimal sequence 7". Equation (G.24) forces its coarse profits to
converge to V.. Let d” be its limiting coarse sales vector, and v" the limiting coarse brand valuation.
The proof of Corollary G.6 gives d* — d* and v" — po, where d* is the unique optimizer (1,t3) or
(1,1,¢5). In particular, djf — 1. For all sufficiently large n, d} > 1/2 and v" < puc. The complete
classification in Lemma G.2 now forces the promoted mean a, to satisfy uo < a, < uc: absent
or universal prominence and a,, < po give zero sales; a, = po gives d} <1/2; and a, > pc gives
v™ = puc. Hence d" = 7™ for all sufficiently large n, proving (G.28). This step is needed to identify
the fine type’s outcomes for every approximately optimal sequence, rather than only for the displayed
implementation.

Eventually, coarse consumers therefore buy the brand under prominence and the competitor
otherwise. Fine consumers always buy A, buy m under prominence when present, and choose O
under low-state prominence or C' without it. Taking the policy limits gives the shares in (G.29) and
the fine welfare in (G.30). Coarse welfare tends to WJT" by Corollary G.6; weighting the two types
gives W;\“ I

Without prominence, coarse welfare is uc and fine welfare is [up 4+ (j — 1)pc]/j. Subtracting
the preceding limits from their population-weighted average gives (G.31). In particular the fine
type’s own losses are t5(uc — po)/2 and [pe — pm + t5(1e — 10)]/3, both positive. These consumers
avoid inferior brand purchases but cannot restore a competitor excluded by the common policy.
All sequence conclusions fix A > 0; at A = 0, profit maximization with the tie-breaking convention
selects the different endpoint policies already stated. O

G.8 Prominence caps

Return to the all-coarse benchmark and maintain (G.1). A prominence cap restricts a stationary
rule to

1
T(T)::jZnSp, 0<p<Ll
7

The cap concerns the frequency of prominence, rather than purchases. As before, learning first reaches
its long-run outcome at fixed sensitivity, sensitivity then increases without bound, and any sequence
of different stationary rules is considered only thereafter. Put ¢ = Jp and M(d) = J~13°, mid;.
The first program below describes sales supported by purchases only under prominence, including
their limits. The second allows purchases when the competitor remains available, with the brand
calibrated to pc.

Proposition G.9 (Optimal randomized prominence under a cap). Define the two linear-program
values
A,:= max M(d
P de0,1]7 ( )

i P <<
subject to Z d; < c, (G.32)
> (i — po)di >0, (mi — pe)d; 0.
B = M d
P = e M@
subject to Z(Mz — pe)di =0, (G.33)

Zdj —(J—c)d; < ¢ for everyi.
J
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Then
P,:= sup II*°(7) = max{A,, B,}. (G.34)
T(r)<p
FEvery feasible allocation in (G.33) is implemented by setting

An allocation feasible for (G.32) with ), (1 —po)d; > 0 is implemented by T = d; every other feasible
allocation is a limit of implementable allocations when p > 0. Consequently, a profit-maximizing
stationary rule exists unless A, > B, and every optimizer of (G.32) satisfies Y, (pi — po)d; = 0. In
precisely that case, the value is a supremum that is not attained. At p =0, the sole feasible rule is
no prominence and Py = 0.

FEvery stationary rule has a replacement with the same prominence frequency and weakly higher
limiting profit that randomizes in at most two states. Hence an attained P, has such a mazimizer,
and an unattained P, can be approached by such rules. The reduction also holds for any fized mizture
of coarse and finest-partition consumers, although (G.34) concerns the all-coarse case. The two-state
bound is sharp even with a positive finest-partition share.

Proof. Both programs have nonempty compact feasible sets and continuous linear objectives, so
their maxima exist. First suppose p > 0.

Upper bound. Consider a fixed feasible rule. The zero-sales cases in Lemma G.2 yield zero profit.
If its promoted mean satisfies po < a < pc, its limiting sales are d = 7, which is feasible for (G.32).
If a = po, the limiting sales d = 7/2 are also feasible for that program. If a > uc, the sales satisfy

di=q+(1-qm, 0<qg<l, Y (u—pc)di=0.

i

Writing D = )", d;, the cap is equivalent to D < ¢+ (J —¢)q. Since g < d; for every i and J —c¢ > 0,
the constraints of (G.33) follow. This proves the upper bound in (G.34).

Implementation of the second program. Let d be feasible for (G.33) and take ¢ as in (G.35).
Calibration excludes d = (1,...,1), because i < uc, so ¢ < 1. The recovered rule belongs to [0, 1]”.
The constraint corresponding to an index with d; = q gives

D — Jq
()= ——"—=<p.
=7 (1—q)
If d = 0, this is no prominence. Otherwise 0 < T'(7) < 1: equality T'= 0 would make every d; = q,
and calibration would then force ¢ = 0; equality 7" = 1 would force every d; = 1. Moreover,

S ey = =8
P —q
Thus ¢ = 0 gives promoted mean a = puc, and Lemma G.2 implements d = 7. If ¢ > 0, the
promoted mean exceeds pc, and substitution in (G.8) gives ¢, = ¢; the same lemma implements
d; = q+ (1 — q)7;. This proves exact implementation. For a given nonzero sales allocation, the
prominence frequency (D —Jq)/(J(1—q)) decreases with ¢, since D < J. Hence choosing ¢ = min; d;
also minimizes prominence among implementations of that allocation. This conditional statement
does not select among different profit-maximizing allocations.

Implementation of the first program. If its outside-option constraint is strict, d # 0 and the
rule 7 = d has promoted mean in (uo, pc]. Its frequency is strictly below one, because the all-one
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vector violates that constraint under i < pp. Lemma G.2 therefore gives limiting sales exactly d. To
handle the boundary, choose states h, ¢ with pp > po > pe, which exist under (G.1). A sufficiently
small positive vector r, supported on these states, can have

Zri<c, uo<2ilwZ < pe.
. diTi
Indeed, choose its mean strictly between po and min{uc, pup} and scale its coordinates downward.
For every feasible d, the vectors d® = (1 — ¢)d + er remain feasible, have strict outside-option
constraint, and tend to d. Their exact implementations prove the lower bound in (G.34). The
learning conclusions of Proposition G.1 apply separately to each implementing rule.

Attainment. If B, > A,, the second program provides an exact maximizer. If A, > B, and the
first program has an optimizer with strict outside-option constraint, 7 = d attains the value. In the
remaining case, P, = A, > B, > 0. An attaining rule could not belong to the competitor-indifference
regime, whose profit is at most B, or have zero sales. It also could not have a = pp: then 7 itself
is feasible for (G.32), whereas sales are 7/2, so profit is at most A,/2 < P,. Finally, a rule with
o < a < uc would produce an optimizer of the first program with strict outside-option constraint,
contrary to the hypothesis. This proves the asserted equivalence.

Randomization in at most two states. Apply Lemma G.12(i) to an exact maximizer or to each rule
in a profit-approaching sequence. The replacement preserves prominence frequency, hence feasibility,
and weakly raises profit. Its profit remains bounded by P,, proving both assertions. The lemma
applies to each fixed consumer mix as well. Sharpness, including with heterogeneous consumers,
follows from Proposition G.11.

At p = 0, the first program has only d = 0. The second program requires D < Jd; for every i,
hence all coordinates equal D/J; calibration and i < uc force D = 0. Both values therefore agree
with the unique feasible policy’s zero profit, and that policy uses no randomization. O

Proposition G.10 (Welfare under a prominence cap). No feasible stationary rule raises limiting
consumer welfare above the no-prominence benchmark pc. A welfare-neutral profit-mazimizing rule
exists if and only if B, > A,.

Fiz p > 0 with P, > 0. Define

G, := max {}] Z(,uc — pi)d; : d is feasible for (G.32), M(d) = Pp} , (G.36)

7

with G, = 0 if the displayed set is empty. Every sequence of feasible stationary rules whose limiting
profits tend to P, satisfies
liminf W (7") > pec — G,
n

and a profit-approaching sequence randomizing in at most two states attains equality with convergent
welfare. A welfare-neutral exact maximizer, whenever one exists, can also be chosen with at most
two randomized states. Thus welfare converges to the no-prominence benchmark along every profit-
approaching sequence if and only if G, = 0. In particular, this holds when B, > A,, whereas A, > B,
implies a welfare loss bounded away from zero along every profit-approaching sequence.

Proof. With no prominence welfare is uc. With universal prominence it is uo, because i < uo. For
0 <T <1, apply Lemma G.2. If a < pp, consumers choose the outside option under prominence and
the competitor otherwise, giving welfare puc — T'(uec — po). The same expression holds at a = po,
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because the conditional expected payoffs of brand purchases and the outside option then coincide. If
po < a < uc, sales equal d = 7 and

1

W (r) = pe = 5 3 _(ne — pi)d;. (G.37)

7

If a > pe, consumers never take the outside option in the limit; calibration makes the purchase-
weighted brand payoff equal to e, so welfare is again uco. These formulas prove the upper bound.
They also show that the welfare-neutral rules are exactly no prominence and the positive-frequency
rules with a > puc. Their sales are precisely allocations implemented by the second program.
Consequently their maximal profit is B,, proving the characterization of a neutral maximizer.

Now consider a profit-approaching sequence at a fixed cap with P, > 0. Eventually it excludes
all zero-sales rules and all rules with a = pp: as in the preceding proof, the latter have profit at
most A,/2 < P,/2. Every remaining rule is either welfare-neutral with sales feasible for the second
program, or has puo < a < uc and sales feasible for the first. In any subsequence of the latter type,
compactness gives a further subsequence of sales converging to an allocation feasible for (G.32) with
profit P,. The continuous identity (G.37) then bounds its welfare limit below by uc — G,. Neutral
subsequences satisfy the same bound because G, > 0.

If the set defining G, is nonempty, choose an allocation attaining that maximum and use the
strict-constraint approximations from Proposition G.9. Their profits tend to P,, and their welfare
tends to puc — G, by (G.37). If the set is empty, A, < P, = B,, and a constant sequence of neutral
maximizers attains the bound instead. Apply Lemma G.12(i) to each rule in the resulting sequence:
its frequency and coarse welfare are unchanged, its profit weakly increases and still tends to P,, and
it randomizes in at most two states. The same argument applies to a neutral exact maximizer. This
proves the stated sharpness and the if-and-only-if claim, using also W < puc.

Finally, if A, > B, no optimizer of the first program can have . (uc — pi)d; = 0: such an
allocation would also be feasible for the second program. Compactness of the first program’s optimal
set therefore gives a strictly positive minimum of this welfare gap. Rules from the second program
cannot approach P,, and the preceding subsequence argument bounds every profit-approaching
sequence’s welfare uniformly below uc. When A, = B, a neutral exact maximizer exists, but the
condition G, = 0 remains necessary for preservation along all approximately optimal sequences. [

A positive cap can preserve welfare. The characterization does not imply that every positive
cap fails in every environment. For example, take

J=2 (une) = (3/2,0), po=1, pc=6/5 (my,me)=(1,1/100), p=1/10.

The first program requires dj, + dy < 1/5 and dy > dj /4. For a given total D, its objective is at
most [D — (99/100)(D/5)]/2; equality is feasible at (dp,dy) = (4/25,1/25). Hence A, = 401/5000.
In the second program, calibration gives dy = dj, /4, and the low-state cap inequality gives dp < 1/4.
The upper endpoint is feasible, so B, = 401/3200 > A,. It is implemented by 7 = (1/5,0), with
unpromoted purchase probability ¢ = 1/16. Thus this positive cap admits a neutral profit maximizer,
and every profit-approaching sequence preserves welfare. Whether a cap protects welfare depends on
the payoff and margin configuration, as well as its size.

G.8.1 A cap that reduces but does not eliminate the welfare loss

The two-program characterization permits an exact solution in a three-state example. Unlike the
main-text illustration, both the medium and low products here yield less than the outside option.
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Let the three states be equally likely, with

(1, fom, o) = (1.202,0.8,0.2),  po =1, pc=1.1,

G.38
(mp, mpm, mg) = (0.001,0.001, 1). ( )

The platform faces the prominence-frequency constraint T'(7) = (73, + T + 7¢)/3 < p. All policies
below are stationary. Limiting profits and welfare first take the long-run limit at fixed sensitivity
and then let sensitivity tend to infinity, as in Lemma G.2.

Proposition G.11 (The optimal response to a prominence cap). Under (G.38), define

167

Pr = 150 r:= min{p, ps}.

For every p € [0, 1], the supremum of limiting platform profit is

V)= sup  TI%(r) = 10

=—r. G.39
T€[0,1]3:T(1)<p 835 ( )

For p > 0, no fixed rule attains this supremum. FEvery feasible sequence whose profits approach it
converges to the same policy vector,

4007 101r
* G4
() < 167’ 0, 167 > ’ (G.40)

and its consumer welfare converges to

) 11 11
Wp) == — ==

= —. 41
10 10 < 10 (G41)

One implementing sequence is 7€ = (75,0, (1 — €)7;) as € | 0. At p =0, no prominence is the only
feasible rule; it yields zero platform profit and welfare 11/10.

If0 < p < ps, every sequence approaching V (p) eventually randomizes in both h and {. Restricting
randomization to at most one state therefore leaves a strictly positive profit gap.

For a fized coarse share X € (0,1], the population profit supremum is

1697 1
1—A)—.
835 + )3000

Valp) = A

For p > 0, the same non-attainment, policy-limit and randomization conclusions hold. Relative to
population welfare without prominence,

567

11
WY=A—+(1-\)=—
» = A = Nggpe
every profit-approaching sequence has limiting welfare

A 101
WY —r ot =Nsp <WY.

At XA =0, all stationary rules give the same limiting profit and the frequency tie-break selects no
prominence.
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Proof. Put R := 3p. Write (z,y, z) for state-specific brand purchase probabilities and

r+y
F(x,y,z):= 1000 +z

for three times platform profit. We solve the two programs in (G.32)-(G.33) and then check fixed-rule
implementation and all approximately optimal sequences.
Purchases confined to promoted encounters. The first program requires

101 1 4
< <1 < Di=—x——y——2z> 42
0<z,y,2<1, r+y+z2z <R, 500:1c 5y 5z_0, (G.42)

as well as the upper promoted-payoff bound %x — %y — 19—02' < 0. For the upper bounds that follow,
the latter restriction can be omitted. Let

169 333 no1
= — = 0= - .
T TV @+~ 1000 Y

Direct substitution gives the identity
F(z,y,z) =a(r+y+2) —nD —dy < aR.
Also, D > 0 implies z < 1012/400 — y/4, and therefore

507 249 507
< x — Yy < .
2000 1000 2000

F(z,y,z)

The smaller of these two bounds is attained in this linear program by

: ) (100r 101y
Y=\ T67 7 167 )

This vector has purchase-weighted payoff exactly po = 1, so it also satisfies the omitted upper bound.
Consequently the first program’s value is

(G.43)

ap P oo ¢ = T
835" 2000 / ~ 835

169 169 169
Va(p) = min { }

Its optimizer is unique. When 0 < p < p,, equality in the first bound requires z +y+2 =R, D =0,
and y = 0, which determine the displayed vector. When p > p,, equality in the second bound
requires z = 1, y = 0, and z = 101/400. These conditions agree at p = p,.

Purchases also possible without prominence. In the second program, calibration at uc = 1.1 gives

51 3.9 17 1 - ) 3437 — 997y
—_— = —_— _— z = — _—— )= ——
5007~ 107 T 107 150" 3¥ T 3000

Recover the common nonpromoted purchase probability ¢ = min{z,y, z} as in (G.35). Then ¢ <y
and r+y+ 2z < R+ (3— R)q. Since 0 < R < 3, it follows that

167 7
< - - .
150x_R+<3 R)y

Substituting this inequality into the formula for F yields

343R 46449 4 51450R 343R
F < — y < .
3340 501000 3340
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The bound x < 1 also gives F' < 343/3000. The smaller of these two bounds is attained by taking

q =0 and
17u 450p
= — :=mind ——,1;.

For p > 0, the corresponding prominence rule has promoted mean exactly puc, and Lemma G.2
implements these purchase probabilities. Thus the second program has value

343 343 343 167
— mi _ indp, ot b 44
Vi(p) = min { 3340”9000 } 3340 0 {p 450 } (G.44)

Because 343/3340 < 169/835 and 167/450 < 167/400, Vi(p) < Va(p) whenever p > 0.

Implementation and non-attainment. Fix p > 0. Reducing the low component of (G.40) gives
the feasible rule 7¢ = (73,0, (1 — €)7;). For 0 < € < 167/303, its promoted mean is strictly between
o and peo. Lemma G.2 therefore gives limiting sales d = 7¢, and its profit tends to V4(p). This
proves (G.39), either directly or by the general reduction (G.34).

For completeness, a fixed rule with promoted mean below pp has zero limiting sales. A fixed
rule with promoted mean exactly po has limiting sales 7/2; its vector 7 is feasible for the first
program, so its profit is at most V4(p)/2. A fixed rule with promoted mean at least uc has profit at
most Vg(p). The endpoint rules with 7= 0 or T' = 1 have zero brand sales. Any rule attaining
Va(p) would consequently have promoted mean strictly between po and pe, with sales equal to
7. Uniqueness in the first program would force 7 = 7*(p), whose promoted mean is exactly uo, a
contradiction. The supremum is therefore unattained.

Every approzimately optimal sequence. Let 7" be feasible with II°°(7™) — Va(p). The strict
bounds

maX{VB(p)7 VA(,O)/2, 0} < VA(IO)

show that all sufficiently large n have promoted means strictly between uo and pue. Hence their
sales equal 7", which are feasible vectors in the first program. Compactness of that feasible set and
uniqueness of its optimizer imply 7" — 7*(p): otherwise a subsequence bounded away from the
optimizer would have a convergent subsequence whose limit is a different optimizer.

For these policies consumers buy the brand under prominence and the competitor otherwise.
Consequently

W =1 S [l 4 ue( - 7).
i€{h,m,l}

At the limiting vector, >, ;7" = po > ;77 and >, 7/3 = r. Taking limits gives W*(p) =
e — (e — po)r, proving (G.41). At p = 0 the only feasible rule is 7 = 0; since the unconditional
brand mean is below po, consumers choose the competitor in the high-sensitivity limit.

Sharpness of the two-state bound. Fix 0 < p < p4. Both 7;(p) = 400p/167 and 7, (p) = 101p/167
lie strictly between zero and one. The convergence ™ — 7%(p) just proved therefore forces
both coordinates of every profit-approaching sequence to be interior for all sufficiently large n.
Consequently,

sup 1> (r) < V(p).
T7€[0,1)3, T(7)<p
[{i:0<m;<1}<1
If equality held, a sequence satisfying the restriction would approach V(p), contradicting that
eventual interiority. The displayed implementing sequence randomizes only in h and ¢, establishing
sharpness of the bound in Proposition G.9.
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Heterogeneous consumers. Finest-partition consumers buy h with or without prominence and
never buy m or £ in the high-sensitivity limit. Thus, for every rule,

@ . Tm + T¢
500 30

1 2 —
(1) Weo(r) = M+ 28Cc  po — PO

£ 7 30007 f 3 g (w7 =

For fixed A > 0, population profit approaches its supremum if and only if coarse-consumer profit
approaches V(p). The policy limit, non-attainment and positive profit gap under one-state random-
ization therefore carry over directly; the latter gap is multiplied by A. Substituting (G.40) into the
fine welfare formula gives a loss of 101r/5010. Combining it with the coarse welfare loss /10 proves
the population formula. When A = 0, profit is constant across rules and no prominence uniquely
minimizes frequency. O

For example, at p = 1/3 the limiting policy and the corresponding profit and welfare limits are

400 101 169 16
= (220, V(1/3) = - ~ 0.067465,  W*(1/3) = —.
’ <501’ ’501)’ (1/3) = 3505 ’ (1/3) =35

The feasible rule (0.8,0,0.2) yields profit approximately 0.066933 and welfare 1.0672, close to these
limits. For caps below p,, tightening the cap scales down the profitable combination of high- and
low-quality prominence without changing its proportions. Welfare loss falls with the cap but remains
positive at every positive cap. Above py, the cap does not reduce the profit supremum or its limiting
welfare loss.

G.9 General policy reduction and bounds on randomization

The preceding randomization bounds follow from the number of policy moments that determine
coarse feedback. Put )
U(r) := T zi:um.

For a coarse share A € [0, 1], let II) g denote long-run population profit at finite sensitivity, and write
II) o = IIS° for its fixed-rule high-sensitivity limit. At finite sensitivity the fine type’s conditional
purchase probabilities are
f f
a; g = Ap(pi), bi g = Bp(i);
at B = oo use (G.20). Thus fine-consumer profit is affine in the policy at every sensitivity considered
here.

Lemma G.12 (Reduction of stationary prominence policies). Maintain (G.1). Fiz a consumer
share X € [0,1] and an evaluation sensitivity B € [0, 00]. For every stationary rule T:

(i) There is a stationary rule T randomizing in at most two states such that
TT)=T(), UT)=UF), Ip(T)=1s(7).

The replacement preserves coarse consumers’ deterministic mean dynamics at every finite
sensitivity, and their equilibrium valuations, aggregate choice shares and welfare at every finite
sensitivity and in the high-sensitivity limit. In the all-coarse case, one replacement can be
chosen to weakly raise profit simultaneously at every sensitivity.

(ii) If prominence frequency need not be preserved, there is a stationary rule T randomizing in at
most one state with 11y 5(7) > I g(7).
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Proof. We use an elementary fact about a box intersected with affine equalities. If the equalities have
rank at most r, each vertex has at most r coordinates in (0,1). Otherwise a nonzero perturbation
supported on the interior coordinates lies in the null space of the equalities; small positive and
negative multiples remain feasible, contradicting extremality. A linear objective on a nonempty
compact polytope attains its maximum at a vertex.

(i) Preserving the two moments. Consider the nonempty compact polytope

P(r) := {z € [0, 1]‘] : Zzz = Zn, ZM’ZZ = Zuﬁi} . (G.45)

For 0 < T < 1, all its policies have the same menu probabilities and conditional brand means
a=U/T and b= (u—U)/(1 —T). Consequently their reduced mean dynamics coincide. At T =0
or T' =1 the polytope is a singleton and the claim is immediate. Uniqueness in Proposition G.1
gives the same coarse equilibrium valuation vg for all z € P(7). At the evaluation sensitivity write
A, B for the corresponding coarse conditional purchase probabilities, using their limits when 5 = oc.
Population profit on the polytope is

Ty 5(2) = ;Zm {)\[B + (A= B)z]+ (1= Nbj 5 + (aj5 — bgﬁ)zi]} : (G.46)

It is affine in z, so an optimal vertex gives the profit inequality with at most two interior coordinates.

The total coarse brand share is TA+ (1 —T')B and its contribution to welfare is AU + B(n — U).
The competitor and outside-option shares depend only on T" and the common equilibrium valuations,
by (G.5). All aggregate shares and coarse welfare are therefore unchanged. This argument holds
at every finite sensitivity; Lemma G.2 gives the same conclusion in the limit. If A = 1, maximize
Y. mizi on (G.45). Since Ag — Bg > 0 at finite sensitivity and its limit is nonnegative, a single
optimal vertex weakly improves profit at all sensitivities.

(ii) One equality without a frequency restriction. First let 8 < oo, fix the original equilibrium
brand valuation v, and put A = Ag(v) and B = Bg(v). On the nonempty polytope

{z €[0,1)7 ) (i — v)[B+ (A - B)z] :0}, (G.47)
(2

the same v satisfies the brand calibration equation. Its sampling denominator is positive. Uniqueness
makes v the equilibrium valuation under every feasible rule, including 7" = 0,1 when these are
feasible. Formula (G.46) is again the actual population profit. Maximizing it at a vertex gives at
most one interior coordinate.

Now let 8 = co. Endpoint rules with T'= 0 or T' = 1 are already deterministic, so retain them.
For 0 < T < 1 and promoted mean a < uc, define

0, a < 1o,
k(a) = 1/2) a = Ho,
1, po < a < pc.

On the polytope {z € [0,1]7 : 3_,(; — a)z; = 0}, every non-endpoint rule has the same promoted
mean and coarse sales k(a)z;. This sales formula also holds at z = 0. The other endpoint z =1 is
feasible only if a = 1 < pp, when it too has zero coarse sales. Hence population profit is affine on
the entire polytope, and an optimal vertex has at most one interior coordinate. In particular, the
boundary probability 1/2 at a = uo is preserved whenever the replacement uses prominence.
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Finally, if a > pc, put H = ), (i —pe) > 0 and impose the single equality Y . 2z (i —pc) = H.
Neither endpoint is feasible. Every feasible policy has promoted mean above uc and the same
non-promoted brand-purchase probability

H
J(pe —p) + H

q= € (0,1).
Its coarse sales are ¢+ (1 —¢)z;, so population profit is affine once more. An optimal vertex completes
the proof. O

Part (i) preserves expected feedback and the resulting mean dynamics, not necessarily the reward
distributions or stochastic learning paths. It does not generally preserve finest-partition or population
welfare. The profit-improving replacement may depend on consumer composition and the evaluation
sensitivity, except for the simultaneous all-coarse conclusion. Part (ii) imposes no preservation of
frequency or welfare.

Corollary G.13 (Randomization bounds for optimal policies). For each fized consumer share and
finite sensitivity, a profit-maximizing stationary rule exists. One can be chosen to randomize in
at most one state without a cap, and at most two states under any cap. In the high-sensitivity
limit the same bounds hold for attained optima and for sequences approaching a profit supremum.
If all consumers use the finest partition, one randomized state suffices even under a cap. In the
high-sensitivity limit, the capped two-state bound is sharp for every positive coarse share.

Proof. At finite sensitivity, the equilibrium brand valuation is continuous in the policy. Indeed, each
valuation lies in the compact interval [min; p;, max; p;]. For any convergent policy sequence, every
subsequential valuation limit solves the limiting policy’s continuous calibration equation, whose
sampling denominator is positive and whose solution is unique. Thus all subsequential limits coincide
with that policy’s equilibrium valuation, including at 7" = 0, 1. Profit is therefore continuous on the
policy cube. The cube and each capped subset are compact, so maxima exist. Apply part (ii) of
the lemma without a cap and part (i) with a cap. At high sensitivity, apply the same parts to an
attained optimizer or separately to each member of a profit-approaching sequence; no exchange of
limits is involved.

For a pure finest-partition population, profit is affine in the policy. An optimum over [0, 1]” with
>; Ti < Jp has at most one interior coordinate at a vertex: if the cap binds, perturb two interior
coordinates in opposite directions; if it is slack, perturb one. This holds at finite sensitivity and in
the high-sensitivity limit. If an attained optimizer is selected by the frequency tie-break, start from
that rule and, where frequency is not already fixed, minimize it on the relevant optimal face before
choosing a vertex. The replacement cannot have a lower frequency than the selected optimizer and
therefore preserves the tie-break. Finally, Proposition G.11 proves high-sensitivity sharpness for
every fixed positive coarse share. O

G.10 Optimal costly stationary prominence

This subsection retains the all-coarse, uncapped specification and (G.1), but charges ¢ > 0 whenever
prominence occurs, irrespective of the ensuing purchase. The platform maximizes

Ne(1) :=11%°(7) — T'(7).

Consumer rewards and choice menus are unchanged, so Proposition G.1 and Lemma G.2 continue to
apply to each fixed rule. The realized prominence frequency converges almost surely to 7'(7) by the
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strong law for the independent state and prominence draws. Consequently subtracting ¢7'(7) also
gives the limit of realized average net profit, with the same order of limits as above. If a tie-break is
needed, lower prominence frequency is preferred among rules with equal net profit.

For d € [0,1]7, put

Lo(d) = Z(Mi — po)ds, Le(d) = Z(m — pc)ds, M(d) :== ;Zmidi,

and define
D:={de[0,1]’ : Lo(d) >0, Lo(d) < 0}, E:={deD:Lc(d) =0} (G.48)
Writing d = J 1 >; di and d = min; d;, set

, Le(d) <0,
— =0.
1— d? C( )
The denominator is positive: 1 ¢ D, since Lo(1) = J(ir — po) < 0.
Lemma G.14 (Feasible sales and least prominence frequency). The closure of the limiting sales
vectors of fixed stationary rules is D. For each d € D,

Trnin(d) = inf lim inf T'(7"), (G.50)

{rm™: d(t™)—d} n—o0

where d(T) denotes the fized-rule high-sensitivity sales vector. The infimum is achieved by a constant
sequence if d =0 or Lo(d) > 0. In the latter case a least-frequency implementation is

di—q o, Le(@ <o,
1—¢ 7 \d Lo =0

T =

(G.51)

For nonzero d with Lo(d) = 0, the infimum is approached by rules whose promoted means lie strictly
between po and uc.

Proof. For a rule with zero limiting sales, d = 0 € D and Tiin(d) =0 < T'(7). Otherwise 0 < T < 1,
and Lemma G.2 gives three possibilities. If a = o, then d = 7/2, so Lo(d) =0, La(d) < 0, and
Tmin(d) =d=T/2 <T. If po < a < uc, then d = 7 and d € D; for a < pc one has Tyin(d) = T.
If a > pe, then d; = g+ (1 — q)7; for ¢ = ¢ € (0,1), and calibration gives Lo (d) = 0. Both cases
with Le(d) = 0 have the same representation, with ¢ = 0 when a = p¢. Necessarily 0 < ¢ < d and

pod—q d-d

= 7:Tminda

because the displayed fraction is decreasing in ¢ when d < 1. Thus every actual sales vector belongs
to D and uses at least Tinin(d) prominence.

Conversely, implement d = 0 by no prominence. If Lo(d) > 0 and L¢(d) < 0, take 7 = d. It has
0 < T < 1, and its promoted mean lies strictly between up and pco. Hence its sales are d and its
frequency is d. If d € £\ {0}, put ¢ = d and use (G.51). A positive constant vector cannot belong
to €, because i < puc. Thus this policy has 0 < T' < 1. Writing A := J(uc — i) > 0, one obtains

A
> (i = po)i = 1q7_q-

i
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If ¢ = 0, its promoted mean is uc and its sales are 7 = d. If ¢ > 0, its promoted mean exceeds uc,
and (G.8) gives competitive purchase probability ¢. Its sales are again d, with frequency Tiin(d).
Notice that Lo(d) = (pc — po) Y ;di > 0 on £\ {0}.

It remains to approximate a nonzero d with Lo(d) = 0. Choose a state h with pp > po and put
d® = (1 — e)d + cey,, where ey, is its coordinate unit vector. Then

Lo(d®) = e(un — po) >0, Le(d) = —(pue — po) Zdi <0.

7

For all sufficiently small positive e, Lo (d®) < 0. The policies 7¢ = d therefore generate sales d* — d,
with T(7¢) = d = Tinin(d). This proves that D is exactly the closure of feasible sales and constructs
sequences attaining the right side of (G.50).

For its reverse inequality, Ty, is lower semicontinuous on D. Indeed, d is bounded away from
one on this compact set. The expression on & is continuous and does not exceed d, while outside £
the function equals the continuous function d. At £ the only possible jump is therefore downward.
For any sequence with d(7") — d, the already established frequency bound gives

lim inf 7'(7") > liminf Tiin (d(7")) > Tinin(d).

This proves (G.50). O

Proposition G.15 (Optimal costly stationary prominence). Under (G.1), with m; >0 and ¢ > 0,

Vei= sup N¢(7) =max{M(d) — cTmin(d)}. (G.52)
r€[0,1)7 deD

If V. > 0, V. is attained by a stationary rule if and only if some mazimizing sales allocation has
Lo(d) > 0. Fach such allocation is implemented at value V. by (G.51). If V. =0, no prominence is
optimal. An optimal rule, when one exists, or a sequence approaching V. can be chosen to randomize
m at most one state.

Proof. The set D is nonempty and compact, and M — ¢y, is upper semicontinuous by Lemma G.14
and ¢ > 0. It therefore has a maximum, denoted F} > 0. Every rule satisfies

N.(1) =M(d(1)) = T'(1) < M(d(1)) — c¢Twin(d(7)) < F.

For any maximizing allocation, the implementation or approximation constructed in that lemma has
sales converging to d and frequency converging to Tinin(d). Its net profit converges to FF. This proves
(G.52). The approximation is over fixed policies after their respective long-run and high-sensitivity
limits; no interchange of limits is used.

Attainment. A maximizing d with Lo(d) > 0 has an exact least-frequency implementation, which
attains V.. If V. = 0, the zero policy attains it. Conversely, suppose a rule attains a positive V. It
has positive sales and 0 < T' < 1, so its promoted mean is at least po. It cannot have a = pp: in
that case its actual sales are 7/2, whereas the vector 7 itself belongs to D, satisfies Lo(7) < 0, and
obeys

M(r) = Tin(r) = M(r) = €T(r) = No(r) + S M(r) > V..

The last inequality follows from N(7) > 0, which implies M (7) > 0, and contradicts (G.52). Thus
a > o and its actual sales d have Lo(d) > 0. The upper-bound inequalities above must both be
equalities, so d is a maximizing allocation. This proves the asserted equivalence, including cases
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with zero margins or zero cost. In particular, the exact half-purchase rule at a = up cannot attain a
positive supremum, even though boundary allocations may approximate that value.

One-state randomization. We show more generally that every fixed rule admits a rule randomizing
in at most one state with weakly higher net profit. A rule with zero sales has N, < 0 and can be
replaced by no prominence. For 0 < T' < 1 and pp < a < pc, put k=1/2if a = po and k = 1
otherwise. On the nonempty compact polytope

P := {z e 0,1]7 : Z(,ul —a)z; = O} ,
i
every nonzero rule has the same promoted mean a, and hence sales kz. The rule z = 1 is infeasible
since a > po > [i; the zero rule also has sales kz = 0. Thus actual net profit throughout P, is the
linear function J=13".(km; — ¢)z;. It attains its maximum at a vertex.
If instead a > pc, hold fixed H := )", (i — prc)7 > 0 and maximize over

Py = {z e 0,17 : Z(m — pe)zi = H} .
i
Neither endpoint rule belongs to this polytope. Every feasible rule has promoted mean above pc
and the same competitive purchase probability ¢ = H/(A + H), where A = J(uc — i) > 0. Its

actual net profit is affine:
q 1
i EZ mi+j EZ (1= q)m; — ¢)z.

Again choose an optimal vertex. A box intersected with one affine equality has at most one coordinate
in (0,1) at each vertex: two interior coordinates would permit a nonzero small two-sided perturbation
preserving the equality, contradicting extremality. This is the same reduction as in the proof of
Lemma G.12, with the affine cost subtracted from the objective. Apply it to an attained optimizer
or separately to each rule in a sequence approaching V.. If an attained optimizer is selected by the
frequency tie-break, minimize frequency on the relevant optimal face before choosing a vertex; the
same bound holds for a selected optimizer. O

Competitive mixing, deterministic implementation, and welfare. For any nonzero d € &,
the least-frequency implementation has ¢ = d. If ¢ > 0 and every d; is either ¢ or one, (G.51)
is deterministic: it promotes exactly the states with d; = 1. If such a d maximizes (G.52), this
deterministic policy is optimal even among unrestricted stationary randomized rules. More generally,
every rule sustaining valuation pc has no limiting outside-option purchases, and its brand sales
satisfy Lo(d) = 0. Consequently

1 _
W = jZMidi"‘NC(l_d) = pc- (G.53)

This equals no-prominence welfare under (G.1). Costly prominence can therefore select a welfare-
preserving policy through competitive mixing. Neither deterministic optimality nor monotonicity of
optimal consumer welfare in ¢ is asserted for general primitives.

G.10.1 The two-state costly-prominence example

Proposition G.16 (The exact cost range for high-only prominence). Suppose the two states are
equally likely and
5

(Mh’ﬂg) == (47 0)7 HO = 57 HmC = 3) mp =My = 1. (G54)
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High-only prominence is optimal among all stationary policies if and only if ¢ € [4/9,8/9]. Throughout
this closed interval it is the unique optimal policy; it induces sales (1,1/3), competitive purchase
probability 1/3, net profit 2/3 — ¢/2, and consumer welfare 3. At ¢ = 2/3 its net profit is 1/3. The
policy (1,1/3) generates the same sales but net profit 2/9. The costless-optimal sequence (1,t), with
t 1 3/5, has net profit tending to 4/15 at ¢ = 2/3 and consumer welfare tending to 13/5.

Proof. Write a rule as 7 = (z,y) € [0,1]? and put

Cc

Ne(z,y) = II7(z,y) = 5

(z+y).
No prominence yields zero net profit, whereas universal prominence yields —c¢, since g = 2 < po.
For every other nonzero rule the promoted mean is a = 4z/(z + y). We apply Lemma G.2 to each
purchase regime.

First let a > pco, or equivalently & > 3y. The competitive purchase probability and state-specific
sales are 5 5
x—3y g = SE—y) g Y

q:2+:1:—3y’ hT o 3y C T or -3y

Set z = (x —y)/(1 —y) € (0,1]. The rule (z,0) generates exactly the same sales. If y > 0, it uses
strictly less prominence, because

2 —
P Chut it )Y

1—y

For ¢ > 0, any competitive-mixing rule with y > 0 is therefore strictly dominated by (z,0). The
latter rule has

2z c
Nu(2,0) = _¢
C(Z,O) 2+Z 2Z7
d 4 ¢ 2 8
N2 0) = L NS(2,0) = - <. .55
&0 = 5 3 g2 Vel2:0) =~ <0 (G.55)

Thus (1,0) uniquely maximizes net profit within the competitive-mixing regime for 0 < ¢ < 8/9,
with value 2/3 — ¢/2.

Next let po < a < pc, or equivalently /3 < y < 3x/5. Purchases occur only under prominence,
and for ¢ < 1,

N(z,y) = 1;C(x+y) < §(1—c). (G.56)

The bound is approached by (1,¢) with ¢t 1 3/5. At a = po, onehasy = 3z/5and T = (z+y)/2 < 4/5.
The promoted purchase probability is 1/2, so

Ne(z,y)=(1/2—c)T < (1—¢)T < =-(1—¢) (c<1).

(S

If a < po, sales vanish and net profit is nonpositive.
For ¢ € [4/9,8/9], high-only net profit is positive and
4 9¢c —4

N.(1,0) — 5(1 —c) =

> 0. G.57
30 — ( )

The strict bounds in the nonmixing regimes and uniqueness in the competitive-mixing regime prove
global uniqueness. At ¢ = 4/9, the competing supremum in (G.56) is not attained. At ¢ =8/9, the
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derivative in (G.55) is zero only at z = 1 and strictly positive below it. Hence both endpoints belong
to the range of unique optimality.

Conversely, if 0 < ¢ < 4/9, the sequence (1,t) with ¢ 1 3/5 has net profit tending to a value
strictly above N,(1,0), and some member strictly improves on high-only prominence. If ¢ > 8/9, the
derivative of N.(z,0) at z = 1 is negative, so reducing high-state prominence slightly strictly raises
net profit. This proves the if-and-only-if cost range.

For (1,0), ¢ = 1/3, sales are (1,1/3), gross profit is 2/3, and T = 1/2. At ¢ = 2/3, net profit
is therefore 1/3. The rule (1,1/3) has promoted mean 3, the same sales, and 7' = 2/3, giving net
profit 2/9. Under either rule welfare is

1 1/1 2
© _ "y I “ —
W =2 +2(30+33) 3,

also following from (G.53). Without prominence, the brand valuation is 2 < o, so all limiting
purchases go to the competitor and welfare is also 3.

Finally, for 1/3 <t < 3/5, the rule (1,¢) has promoted mean strictly between po and pc. Its
gross profit and prominence frequency both equal (1 + ¢)/2, while

WL, t) =2+ ;(1 —9).

At ¢ = 2/3, its net profit tends to 4/15 and its welfare to 13/5. At ¢ = 0, its gross profit tends to the
global supremum 4/5: direct-purchase rules have profit below 4/5, competitive-mixing rules have
profit at most 2/3 by the same-sales replacement and (G.55), exact outside-option-boundary rules
have profit at most 2/5, and all other rules have zero sales. O

G.10.2 Costly prominence in the three-state illustration

The next result revisits the three-state illustration with equal margins. Costs can change which
products receive prominence, while making a deterministic rule uniquely optimal even among
randomized rules.

Proposition G.17 (High-only prominence with three states). Suppose (G.1) and (G.11) hold, and
mp = My, =my =m > 0. Let g3 be given by (G.12). Then 0 < g3 < 1/2, and high-only prominence
(1,0,0) uniquely mazimizes N, over all stationary rules T € [0,1]> whenever

m < c<¢:=m(l—g)(l+2qg). (G.58)
Throughout this closed interval, the optimal rule induces sales (1, qs,q3), brand valuation uc, and

m(1l+2g3) — ¢

Nc(l,0,0) = 3 )

W(1,0,0) = pc. (G.59)

If ¢ > ¢3, high-only prominence is not optimal.

The interval in (G.58) has positive length and includes ¢ = m, at which optimal net profit is
2mqs/3 > 0. Its lower bound is sufficient, not asserted to be necessary. In contrast, when prominence
is costless, Proposition G.4 selects high-and-medium prominence uniquely among deterministic rules,
since g3 < 1/2. Thus costs can make concentrating prominence on the best product optimal even
when all states have the same margin.
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Proof. Write
ap = ph = HCs G = UC — s Q= pe — pe, A= am +ag —ap = 3(pe — i) > 0.

The three-state assumptions imply 0 < aj, < ap, < ay, 80 ¢3 = ap/(am + ag) < 1/2. In particular,
3 —m =mqs(1 — 2g3) > 0.
Fix ¢ > m. For a stationary rule 7, let S := 7, + 75, + 70 = 37'(7) and

H :=apmy — a7 — ay7y.

First suppose H > 0. This is precisely the competitive-mixing regime: the promoted mean exceeds
lo, and neither no prominence nor universal prominence belongs to this regime. By (G.8), its
competitive purchase probability is ¢(H) = H/(A 4+ H). Since promoted purchases occur with
probability one, sales satisfy d; = q(H) + (1 — q(H));, giving

3Nc(1) =3mq(H) + [m(1 — q(H)) — ¢]S. (G.60)

The coefficient of S is strictly negative, including when ¢ = m. For a fixed H, therefore, net profit is
maximized by minimizing prominence frequency. Because 0 < H < ap, the rule 7 = (H/ay, 0,0) is
feasible, has the same H, and satisfies

H
S— = <1+am>7'm+<l+a£>7'420,
ap, ap, Qap,

with equality only if 75, = 77 = 0. Thus every rule in this regime that promotes either lower-quality
product is strictly dominated by a rule promoting only the high-quality product.

It remains to choose its prominence probability x € (0,1]. Writing n.(z) := N.(x,0,0) and
extending continuously to n.(0) = 0,

m(A + 3ap)z
A R
mA(A + 3ap)
3nl(z) = Branr c,
2map A (A + 3ay,
3n(x) = — (A+(ahx)3 ) < 0. (G.61)

Since ap /(A + ap) = g3,
3ne(1) =m(1—gs)(1+2¢3) —c=23—c.

Strict concavity implies n.(z) > nL(1) > 0 for x < 1 whenever ¢ < ¢3. Hence x = 1 is the unique
maximizer throughout (G.58), including its upper endpoint.

To verify global optimality, consider the remaining purchase regimes. For 0 < T < 1 and
promoted mean at most pc, Lemma G.2 gives sales 0, 7/2, or 7. Gross profit is consequently at most
mT', and N, < (m — ¢)T < 0. This also covers the exact outside-option boundary. No prominence
has net profit zero, while universal prominence has zero limiting sales and net profit —c, since i < up.
High-only net profit, by contrast, is strictly positive over the entire stated interval: at its upper
endpoint,

3nzg (1) = m(1 4 2g3) — €3 = mgs(1 + 2q3) > 0.

The preceding strict comparisons establish uniqueness among all stationary rules without invoking
the frequency tie-break. If ¢ > 3, then n/.(1) < 0, so reducing z slightly below one strictly improves
net profit. This proves the last assertion.
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Finally, Lemma G.2 gives the high-only sales (1, g3, g3) and brand valuation uc. Its frequency is
1/3, yielding the net profit in (G.59). Equation (G.53) gives welfare pc, equal to its no-prominence
level. The costless deterministic comparison follows from 3(II}°, — II3°) = m(1 — 2¢3) > 0 and
Proposition G.4. O

G.11 The comparative prediction about experience

The main-text prediction concerns the direction of the learning response, not an additional equilibrium-
selection claim. Conditional on the same pre-update valuation, visit count, and selected class H, two
realized rewards ' > r produce next valuations differing by (' — r)/(kg + N(H) + 1) > 0. Holding
rival valuations and the subsequent menu fixed, the logit probability of choosing H is increasing in
this valuation (strictly for 8 > 0). Thus a more favorable brand experience raises its next choice
probability in a competitive encounter as well as in a promoted one. The policy and equilibrium
results above establish how stationary prominence can sustain this transmission across product
states; they do not assert that every stochastic sample path is monotone after an experience.

H Bayesian learning and coarse misspecification

This section connects an argmax counterpart of harmonic coarse learning to Fudenberg, Lanzani,
and Strack (2021), hereafter FLS. We impose finite reward support and singleton support, but allow
different reward supports across class—menu pairs. The resulting Bayesian embedding is exact along
every realized history. Its stability conclusions concern argmax learning and suitably concentrated
initial beliefs; they are distinct from the fixed-finite-sensitivity logit results proved above.

H.1 A finite-outcome Bayesian embedding

Let Y C R be a finite reward set and let Rg, € A(Y') be the conditional reward law after selecting
$ € w, obtained by integrating out the fixed within-class implementation. Conditional reward draws
have these stationary laws and are independent across dates. As elsewhere, Q7 is the finite set of
supported class menus, p(w) > 0 for w € QF, and menus are iid. Throughout this section assume

p({s}) >0 (s €S8). (H.1)

The decision maker’s subjective parameter is ¢ = (¢s)ses € Q = [[ A(Y). She regards rewards
from class s as iid with law g5, independently of the realized menu, and has a product-Dirichlet prior

v = (X) Dirichlet((asy)yey),  asy > 0. (H.2)
seS

Put ks := 3", asy and vo(s) == kgl >y yasy.' If Ni(s,y) counts observations of reward y from class
s strictly before date k, the posterior parameter is (as, + Ng(s,y))y, and its mean payoff is

ksvo(8) + D pop {8t = s}y
ks + Ni(s)

vg(s) = (H.3)

Thus Bayesian updating coincides exactly with the maintained harmonic recursion. Here choices
maximize posterior mean payoff in the current menu, with a fixed measurable tie-breaking rule,

! Any finite initial valuations and positive pseudo-counts can be represented after enlarging Y, if necessary, by two
hypothetical rewards strictly bracketing those valuations and the actual reward support. Assigning these additional
rewards zero objective probability leaves the observed process unchanged and is allowed by the weaker support
condition used below.
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rather than using logit. To embed this process in the finite-action model of FLS, define the finite set
of feasible menu plans
D :={p: 0" = S: ¢(w) €w for all w}.

A plan is an auxiliary action, and its observed outcome is only the realized pair (w,y). Fix any
full-support subjective menu law p € A(Q). The objective and subjective outcome laws associated
with plan ¢ are

qu (wa y) = p(w)sz(w),w(y)v P(g(wv 3/) = ﬁ(w)%ﬁ(w) (y), <H4)

and utility is y. Because every p(w) is positive, maximizing a plan’s expected payoff is equivalent to
maximizing the posterior mean separately in each menu. Selecting the counterfactual plan before
the menu is drawn therefore implements the same myopic choices as selecting after observing it.
The likelihood factors p(w) cancel when updating ¢, so neither choices nor class valuations require
knowledge of the true menu probabilities. Plans are an analytical device: only one distribution per
class is learned, and no counterfactual rewards are observed.

For any feasible behavioral rule o = (o(s | w)), define

Dy(0) = plw)a(s |w), ¢ = Zwasp(;)s((fs | w)st’

7= yql(y). (H.5)

yey
Singleton support gives Dg(o) > p({s}) > 0. The pair (v7,0) is a VE exactly when

suppo(- |w) C arg meaxv;‘ (we Qh). (H.6)

For a pure plan ¢, write ¢ and v® for these objects under its deterministic behavioral rule. Call
it menu-wise strict when vi’(w) > v? for every supported menu and every available s # ¢(w). No
ordering between winners that never compete is needed here; in particular, the strict VE definition
used earlier implies the strictness required below.

Proposition H.1 (Argmax learning and Berk—Nash equilibrium). Under the finite-outcome as-
sumptions and (H.1)—(H.2):

(i) A behavioral rule o satisfies (H.6) if and only if any distribution over feasible plans with
menu-wise marginals o is a mized Berk—Nash equilibrium of the embedded problem. FEvery such
equilibrium is strongly uniform: every plan in its support is optimal at every KL-minimizing
model. In particular, any unperturbed argmaz plan that is eventually followed with positive
probability must be a VE plan.

(ii) If ¢ is a menu-wise strict VE, then for every e € (0,1) there is § > 0 such that every
product-Dirichlet prior of the form (H.2) satisfying

V(msax lgs — @2l < 5) >1-9 (H.7)

induces, with probability greater than 1 — e, eventual adherence to ¢ in every menu and vy, — v?.

(11i) Let (v7,0) be any VE. For every T > 0 there is a finite iid recommendation signal and a
known payoff bonus taking values in {0,7} such that the following holds. For every e € (0,1)
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there is 6 > 0 for which every prior (H.2) satisfying (H.7) with q° in place of ¢ induces, with
probability greater than 1 — €, convergence vy, — v° and

Yower Hwr =w, s = s}
Zk<K1{wk =w}

Valuations in this assertion continue to update the base reward y; the known bonus is separately
included in choice utility.

— o(s|w) for everyw € QT and s € w. (H.8)

The concentration neighborhoods in (ii) and (iii) contain positive product-Dirichlet priors. In (iii),
the required neighborhood may depend on the perturbation size T.

Proof. Regularity and exact updating. For a realized history consistent with the fixed policy, its
likelihood as a function of ¢ is
[ p(wo)gs, (o).

t<k

Its factors involving ¢ separate by class, giving Dirichlet conjugacy and (H.3). The subjective model
family is the image © = {(Pg)qsecp : q € Q}, with the prior induced by (H.2). Singleton menus make
the parameterization injective, since every plan chooses s in {s} and p({s}) > 0.

We verify the weaker support condition stated in Section B.2 of the FLS supplemental material:
every model in the prior support can be approximated by models assigning positive probability to
every objectively possible outcome. For n > 0, replace every ¢s by (1 — n)gs + n Unif(Y"). These
models belong to ©, converge to the original model, and assign positive probability to every pair
(w,y). This is FLS Assumption 1(i’). It permits zero probabilities in the original model and in the
objective reward laws. As established there, the results used here remain valid under this condition;
the limit-point theorem is invoked only for the myopic case, with economic discount factor zero.

For completeness, the Dirichlet prior also satisfies the required subexponential thickness condition.
Let m = Y| >2and 0 <r < 1. For every qg € A(Y), a relative simplex box around (1 —r/2)q? +
(r/2) Unif(Y) has volume at least Cp,r™ ™", lies within sup-norm distance r of ¢2, and has all
coordinates at least r/(4m); the constants can be chosen uniformly in ¢2. On this box the Dirichlet
density is bounded below by a positive constant times 2oy (@sy=1)+ Consequently the product prior
assigns at least Cr¢ to every radius-r parameter ball, where

d=|S|(m—1) +Zasy

The map ¢ — (P§)¢> is 1-Lipschitz in the sup norm, so model-law balls inherit this lower bound. In

particular, C(K/n)%e™ — oo for every K > 0, as required by FLS Assumption 1(ii). The case m = 1
is immediate. Thus the embedding satisfies the hypotheses of the FLS results being applied, without
truncating the simplex or requiring common objective reward support.

KL minimization and part (i). Let o € A(P) have marginals o. Such a distribution always
exists; for example,

a(@) = ][ o(sw)|w). (H.9)

weNt

With the usual extended-value convention for KL divergence,

Za(qﬁ)DKL(P;‘IIP;I) = Dxuv(pllp) + Z p(w)o(s | w)Dkr(Rswllgs)

[ w,s€EwW

=Co+ ZD )Dkr(q? ||gs), (H.10)
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where C, is finite and independent of q. Every coefficient D4(c) is positive, so the unique minimizer
is ¢?. This conclusion remains valid when its coordinates lie on simplex boundaries. All beliefs
supported on the minimizer set therefore induce the same valuation vector v7.

A plan is optimal at these beliefs exactly when it selects a maximizing valuation in every supported
menu, because every subjective menu weight is positive. Hence every plan in the support of « is
optimal if and only if (H.6) holds. Uniqueness of the KL minimizer also makes the equilibrium
strongly uniform in the sense of FLS Definition 13. For pure plans, their Theorem 1 then implies the
final claim in (i): an eventual limit plan must be a uniform Berk—Nash equilibrium, hence a VE plan
in this embedding. This does not assert convergence of the argmax process from arbitrary initial
beliefs.

Strict stability, part (ii). When ¢ is menu-wise strict, it is the unique optimal plan at q°
and therefore a uniformly strict Berk—Nash equilibrium. FLS Theorem 2 gives, for each € > 0, a
concentration neighborhood of its KL-minimizing outcome law such that every admissible initial belief
in that neighborhood generates eventual adherence to ¢ with probability greater than 1 — €. Since
the parameter-to-law map is continuous, choosing § sufficiently small in (H.7) places the induced
prior in that neighborhood. The result applies to every fixed measurable optimal tie-breaking rule.

On the adherence event, all observations after a finite date are generated by the fixed plan ¢. The
strong law for these iid menu-reward draws, together with D4(¢) > 0, makes each class’s empirical
reward distribution converge to qf. Finite initial histories and prior pseudocounts have vanishing
weight, so (H.3) gives vx — v®. These strong-law statements hold on an event of probability one
and hence also on the positive-probability adherence event; no independence conditional on that
event is being assumed.

Purification by finite recommendations, part (iii). Fix the distribution a in (H.9), and draw a
recommendation z € Z := supp « iid with law «, independently of the menu and reward draws. The
recommended class in menu w is z(w). Give class s the known additional utility 71{s = z(w)}, so
the decision maker chooses

s € arg Isléiii({’uk(s) + 71{s = z(wr)} }- (H.11)

The reward entered in (H.3) is the base reward r = y,. Equivalently, the decision maker subtracts
the known bonus from total realized utility before updating the unknown class payoff.

Apply the finite-action embedding again, now with actions all maps F : Z x Q" — S satisfying
F(z,w) € w. An observed outcome is (z,w,y), with laws

PE‘(vavy) = a(z)p(w)RF(z,w),w(y)a
Pqu(Z?WaZ/) = O‘(Z>5(w)QF(z,w)(y)-

The utility of this outcome is y + 71{F(z,w) = z(w)}. Myopic optimization over F' is separable
across recommendation—menu pairs, so this ex ante construction implements exactly (H.11). The
posterior for ¢ is unchanged by the independent known signal probabilities and still obeys (H.3).

Consider F*(z,w) = z(w). Its induced menu-wise frequencies are o, so (H.10) gives its unique
KL minimizer as ¢°. At this model, the recommended class already maximizes base expected payoff
by (H.6); its bonus then makes it uniquely optimal. Every other contingent plan differs at some pair
(z,w) and loses expected utility by at least

7 min a(z) felgi p(w) > 0.

Thus F* is uniformly strict. The dense-positivity and prior-thickness arguments above apply
unchanged to this finite enlarged outcome space. FLS Theorem 2 yields, from sufficiently concentrated
product-Dirichlet priors, eventual adherence to F* with probability greater than 1 — e.
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On that event, the strong law for the iid pairs (zx,wy) gives (H.8), and the class-specific reward
strong law gives vy — v7. Singleton support again makes every class’s limiting sampling frequency
positive. The conclusion holds for each fixed 7 > 0; no exchange of the long-run and vanishing-
perturbation limits is used.

Finally, the concentration neighborhoods in (ii) and (iii) are nonempty within the stipulated
prior family. Given the relevant target ¢*, fix b, > 0 and take ayy, = Lq}(y) + by. As L — oo, the
Dirichlet means converge to ¢ and their variances vanish, so their product concentrates at ¢*. All
parameters remain strictly positive, even if the target distribution has zero coordinates. O

Scope of the connection. The stability neighborhood controls posterior concentration, not only
initial posterior mean valuations. Part (ii) is the strict-stability implication needed here; no converse
is asserted within the restricted family of product-Dirichlet priors. Part (iii) is a finite-contingent-
plan application of the same FLS theorem, in the spirit of their purification result for strongly
uniform mixed equilibria. It constructs signals and bonuses specifically for the target VE, and its
admissible neighborhood may shrink as 7 | 0. It establishes neither stability of that mixed VE
under unperturbed argmax learning nor approximation under the particular logit family. The logit
refinement, local ODE stability, and global convergence results of the main analysis therefore remain
separate conclusions. The finite-outcome assumption here is also additional to the maintained
moment assumptions used elsewhere.

I Convergence in balanced binary constant-sum decision trees

Suppose every supported menu is binary, write ps, = p,s for the probability of {s,r}, and suppose
its payoffs sum to 2¢, independently of the pair. Center rewards and valuations at ¢ and write

’/Ts({S,T}) — C = Qgyr = —Qps, B = DPsrQsr, P = Zpsr > 0.
r

Uniform menu-wise choice gives every class the same conditional mean precisely when ) B, =0
for every s. Indeed the common mean must be ¢, since the ex ante payoff of uniform choice is ¢ and
>« Ps/2 =1. In what follows valuations are centered, so the candidate SVE is v = 0.

Proposition 1.1 (Global convergence under harmonic visits). At every finite sensitivity the unique
SVE isv =0, with xs = Ps/2. It is globally asymptotically stable under the joint dynamics. Harmonic
visit-count learning converges to it almost surely under the maintained second-moment assumption.
The normalized equilibrium is locally exponentially stable at every finite sensitivity, but normalized
global convergence need not hold.

Proof. For B > 0, let t; = €Y. The centered unconditional reward contribution is R,(v) =
> . Bsrts/(ts +tr). Antisymmetry and the zero row sums give the exact cancellation

_ sinh(fBvs)ts — sinh(Bv,)t,
ZS: sinh(Bvs)Rs(v) = ; By, PR

= % > Ba(ts—t) =0. (I1.1)

s<r

Consider the nonnegative function

L(v,x) = sz (cosh(Bus) — 1).
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Using 05 = (Rs — Asvs)/xs and &5 = Ag — xg, its derivative is

L=—-L+ Z As(v){cosh(Bvs) — 1 — Bug sinh(Bus)} < —L.

The inequality follows because coshu — 1 — usinhu < 0: its derivative is —u coshu, and its value at
zero is zero. Thus L(t) < e *L(0). Valuations are bounded and frequencies stay uniformly positive
along each trajectory. Since coshu — 1 > u?/2, this proves v(t) = O(e~*/?). The frequency filter
then gives z(t) — P/2 = O(e~*/?). The same estimates in a fixed neighborhood prove Lyapunov
stability. At any equilibrium L = 0 forces v = 0, proving uniqueness. If 8 = 0, centered g is zero
and the constant-target argument applies. Almost-sure convergence follows from the mean-field
approximation and the globally asymptotically stable equilibrium.

To check normalized local stability, differentiation at zero gives

Dg(0) = 278, Q= dina(P.).

The diagonal terms vanish because B1 = 0. The matrix Q!B is similar to the real skew-symmetric
matrix Q~Y2BQ /2. Hence all eigenvalues of Dg(0) — I have real part —1. The joint spectral
correspondence yields the same nontrivial eigenvalues and the additional stable frequency directions.
The following explicit example proves the last assertion. O
I.1 A normalized periodic orbit despite a stable unique SVE

Consider three binary menus with centered payoffs and probabilities

menu ‘ probability ‘ first payoff second payoff

{1,2} 1/28 1 —1
{1,3} 20/28 —1/20 1/20
{2,3} 7/28 1/7 -1/7
Here Bia = Bas = —Bj3 = 1/28, so B1 = 0. The unique equilibrium has normalized eigenvalues

—1,—-1+4+148/18,—1 — i3/18. We next prove analytically that, for every sufficiently large finite 3, a
nonconstant periodic orbit also exists.
Set X = B(v1 —v3), Y = B(vg —v3), a = e, and b = ¢¥. The three conditional means are
B 1-5 _a—1 B b—a
T 2lat+200+1 P T 7arsb+1 BT Tav20b 427
With time 7 = St and € = 1/, the gap system is

g1

(XvY)/:H(XaY)_E(XaY)a H:(g1—gg,92—gg).

Its Jacobian at zero, before subtracting el is
(154 —8/189
DH(0) = <35/432 —1/54> '
The change u = X, w = —X/3 4+ 16Y/21 makes the linear part (v/,w’) = (—w/18,u/18) at € = 0.

Write its nonlinear terms as (f, g). Direct differentiation at the origin gives

(fu”m fuun fww) = (11/576, 11/1728, —53/5184),
(Gus Guws Guw) = (—25/1728, =23 /576, —5/1728),
(Furss Frwws Guuws Guwoww) = (—T7/3072, —757/82944, 77/3072, —145/82944).
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With w = 1/18, the cubic radial coefficient is

16
+_jﬁw(fmt+'fww)“guw(QML+'9ww)“fﬁu9ML+‘fww9ww _ 247 >
16w 663552

ai

0.

The eigenvalues cross the imaginary axis with real part —e. The nondegenerate subcritical Hopf
theorem therefore produces a small repelling periodic gap orbit for every sufficiently small € > 0.
Equivalently it exists for all sufficiently large finite 8. The remaining normalized equation is the
stable linear filter 03 = g3(X(t),Y (t)) — vs. A periodic forcing has exactly one periodic solution, so
the gap orbit lifts to a periodic orbit in all three valuations. This establishes failure of normalized
global convergence.
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