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Construction of a new decision model under ambiguity and its application to
asset valuation
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1. We have extended the existing economic premium Erinciple of insurance
under risk to the more realistic premium principle under ambiguity using the dual theory of the
smooth ambiguity model. 2. We have considered the effect of ambiguity on decision making under
phantom decision theory, which expresses ambiguity using a phantom probability space in which the
probability value takes any value within a certain real interval. Then, we have derived sufficient
conditions such that the phantom uncertainty and the change in attitude toward it increase or
decrease asset demands. 3. Under the assumption that the decision maker"s preference for ambiguity
is expressed based on the dual theory of the smooth ambiguity model, we have derived an equilibrium
asset pricing model under ambiguity and showed the existence and uniqueness of the equilibrium
price. 4. We have derived a measure to measure the degree of ambiguity in the theory of expected
utility with uncertain probability.
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