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Development of reference dependent decision making models under ambiguity and
their application to the deposition effects
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We extended the smooth ambiguity model, an existing decision-making model
under ambiguity, to a reference point-dependent model, and based on this model, we showed why the
disposition effect (a phenomenon observed in empirical studies in which an investor sells an asset
when the value of the asset increases, but keeps the asset when the value of the asset decreases)
emerges. The results of the numerical calculations show why this is the case. We derived a threshold

value of the disposition effect for a parameter that expresses the decision-maker®s attitude toward

ambiguity.
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