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Analysis of the influence of ambiguity on asset value and its application
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In this research project, we obtain the following results. (1) We derive the

dual theory of the smooth ambiguity model and show each agent"s preference is represented by the
expected utility under the compound distribution of the first belief and second belief. (2) We
derive an economic premium principle under the dual theory of the smooth ambiguity model. (3) We
derive the state price density in economic equilibrium under the dual theory of the smooth ambiguity
model and extend the Capital Asset Pricing Model (CAMP) to the one under ambiguity. (4) We newly
define the concept of both phantom averse and more phantom averse under decsion making in phantom
spaces. We show how phantom aversion affects demand of phantom assets in the portfolio selection
problem.
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