
EE433 Asset Prcing Theory Spring/2021 Student ID...................................

Assignment 3: Due date: March 31, 2022 before 2.00 pm

On page 134-138, Chapter 4: Consumption-savings and state pricing, work on the
following questions:

2, 3, 4, 6

Assignment 3 EE433 Spring /2021 page---1

6104641110

2.) Since , Ps - ITS Msl

Ms .
80 'CCs*1

Tico,
icon
g*

Ps - 8 its CI
Cs*

3) Since , m. .

. 80
'

CC
, )

%,

= 84
"

Rs

Total diff :

O : its 84 - 1) Ccs Ko )
'
-

ksdcc.to )
+ Tgs Ccs Col

"

'd Rs

E."III. Er



4.) a.Let p - f
"

:
"

) and x. fi
'

II

[ p, pay . p'x
- I

- fits. 6) Foz
'

-

ok ) - for att aaoasf

The rish - neutral prob .

are p , Rfeo - 26 and

Pz Rf -att

b .

th , - PIT ,

= 0.495
,
mg

: Peltz .

. 1410

6.) d .

O - Efm Chi
- Rtl )

-

- Eka tbrm ) (Ri
- Rf ) )

←a E (Ri ) -ah. ebEfRmRi ) - bRfE[Rm]

= a # ( Ri) - Rt ) -IBE (Rm SECR tcovfrm ,
Ri ) - Ry El Rm ) )

s E (Ri ) - Rf ) (at BECRm)) tbcov ( Rm ,
Ri )

S9 EIR i ) - Rf .
i )

at BEC Aml

=
-

CoV (Rimini ) b f 'm

Firm)

=

-B ;
661
atbffkm]

y . -

b6?m

Items

b) Info Esatbrm ] irish - free

Ii AE ( Rm ) tbcqnt Emmy) 's market portfolio

↳ - Eff m) - Re
-

Rf
6 'm


