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! Baker, Malcolm, and Jeffrey Wurgler
2 Capital asset pricing model
% Efficient market theory
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! Option pricing

2 wealth maximization

3 Markowitz, H.M.

“Black and Scholes, Merton
*1t"o calculus

® Financial Mathematics

" Arrow—Pratt measure of absolute risk aversion (ARA)
8 Absolute risk aversion

9 Security—potential/aspiration
0 Heuristics

! Biases
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! Daniel, K. D., Hirshleifer, D., & Siew Hong, T.
2 Prospect Theory

% Friedman and Savage

*Neumann and Morgenstern

% Changes of wealth

®Final states

"Perception and judgment

®Friedman and Savage

°Kahneman and Tversky
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! Friedman and Savage

2 Sigmoid function

®Risk loving or risk seekin
* Risk avoiding

¥ Neutral reference point
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! Kahneman and Tversky
2 Risk averse or risk avoiding
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! Optimization of financial asset pricing under the theory of duality of choice
2Yaari
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! Expected utility theory
2Yaari’s dual theory of choice
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