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Expected defect payoff:
E[D] = 0.2 × 7 + 0.8 × 1 = 2.2

Comply payoff = 5
Since 2.2 < 5: compliance is rational

(a) FATF Compliance Game Tree
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With detection p = 0.8:
Defection yields 2.2 < 5
Cooperation rational even
without repeated game

g > 0.4 sustains via
trigger strategies

(b) Expected Payoffs and Cooperation Threshold
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