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Loan size less than 1mil

Venture Capital Investment

Loan size less than .5mil
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VC Investment/Commercial Loans less than 1m
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E becomes privately
informed of her type.
E discloses to B.

B sees E’s collateral 
and signal
and offers a menu 
of contracts.

E chooses
a contract or
declines the offer.

Results turn out
and payments
are made.

Events end.

offer

forgoes

chooses risky contract

chooses safe contract. Events end.

E invests.

E goes to VC.
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E offers 
a contract.

VC decides
whether to accept 
it.

VC decides
whether to copy.

copy not

accept

not

Return realized.
Payments are
made.

E discloses.

Events end.

Good quality

Bad quality
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