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%’a‘ﬁ 1 (35 Azkuu): Risk Aversion, Certainty Equivalents, and Risk Premia

ALWUUAL e,

v i gsiadingAnssuvanvilaiuides (Risk-averse Investor) flflafduassause-
et (Utility Function) sasialudl:

¥
U

191

NUUAMA ANy = 1
LaztnasusetiiseauaNiaAausuaY (nitial income) W, = 100, 000
nsvigshaluysaniunisalladn inlisandyiuanuides lneiilentanseauninudan

Yosg3nasevsasuwlandusseluil

1 with probability=0.01
= 450,000  with probability=0.04
100,000  with probability=0.95
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$o7 1.1 (7.5 AzUUL) iigaldn fenduesausslevdiliianuwmnzaulunisly dwmsu
ﬂfﬂamwqumﬂﬁwaﬂmmmLam

1

Fofi 1.2 ( 7.5 Azuuw) mmmum R(W): The Pratt-Arrow Absolute risk aversion Wag
RT(W) Relatlve risk aversion Wi@ﬂJVI\‘i@ﬁU']EJ'WQ@ﬂﬁiﬂiﬂ?iﬁﬂ%ﬂﬂ@ﬂﬂﬂﬁﬁﬂﬂ ﬂuu Vi']ﬂlliuﬂ‘U
mmmmmmu
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il 1.3 (10 Azuww) AUszugeani tngsiaruildudfiazats (Maximum amount
she will pay for insurance)
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L dpfinwAndn vsendseiuagan-
i dnfinwreSureleagldivemanis

P99l 1.4 (10 AZWUY) WIN A1 4 LAY 90 L 1Ty
wsaBenuAUsziu lduntu wisanas sz le
wsuganans lngludosiuineanunduduay
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da9 2 ( 45 Aazwuw): Risk Aversion and Investment Decisions

ASRUUNALG e

Avualy we 8y 15eAuanudefsSuAuLINAY Wy = 1000 S1uUm wazdndulanudy
U A 811U auluiiu (Stock) kagdwiuwiiu W, — A auumamueinbinsuians
(Bank Account)

mvualinisaauluiu (Stock) danuides ledlamawiniu « = 0.5 91 NanaUwNUaY

9ONUTA ¢ = 0.12 %39 12% UULDY Lazdlan1a@viny 1 — 7 = 0.5 N NaRdULNUALeaNU LA
rB = —0.01 %59 —1%

dmsunisamuensuing du lddanudes wazlananauwnuegawiuewyngy r; =
0.05 %138 5%

muualitnamuiiaiduessausslevl Wudwioluil

UW) =-W

N v = 1.

Vo 2.1 (5 Azwuw) Wguaunsuanslynisdnassnauaunsng (Portfolio allocation
problem) vastinasusivelilaessausslevunnnunegaign (Maximize the expected Utility)
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Uafl 2.2 ( 10 ATUUL)
WINIMTEAU Ax Nanzan MnReuluveseyiusanunnis (First-order condition)

Uaf 2.3 ( 10 AzwUL)
WINIIMTLAU Ax Nnsnzan 3nReuluveseyiusaiduiinis (First-order condition)
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Yo 2.4 ( 10 AZHUY) 352U Land 7 (AN1u) N1 NanBULNUALBRNUIR ¢ = 0.12

wazazyinlvung ay Waulanasihdulvamulunuy

sow wigey davaulalunmsamuludunsnddssludnuusves ngudunindides

muualinguaunsndides (Portfolios) Usenaumeauningides 2 f Ae aunsndides A
ez B @9l Joyanmalil

NANDULNULAALYD AUNSNELAYI A LA B LAAIPIUNAWDS R A9l

=)

uag Variance-Covariance matrix Landlageni1s1e V fail

B 0.01 0.3 % v0.01 * v/0.065
0.3 % v/0.01 * +/0.065 0.065
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naUAINAR UL
Fo 2.5 ( 10 AzuUY) WA WIUM TosarvasduamuluFunind des A uag B Mvinlv

AULESIVDINFUAUNTNG AR WU AIAIANUNEVDINA NBULVUUBINGU FUNTNE

E(rinvarence) yagsefunniidesuainguauning o eiance g gagananinieauiannnns

Usenou
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