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		We study a definition of subjective beliefs applicable to preferences that allow for the perception of ambiguity, and provide a characterization of such beliefs in terms of market behavior. Using this definition, we derive necessary and sufficient conditions for the efficiency of ex ante trade and show that these conditions follow from the fundamental welfare theorems. When aggregate uncertainty is absent, our results show that full insurance is efficient if and only if agents share some common subjective beliefs. Our results hold for a general class of convex preferences, which contains many functional forms used in applications involving ambiguity and ambiguity aversion. We show how our results can be articulated in the language of these functional forms, confirming results existing in the literature, generating new results, and providing a useful tool for applications. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Common prior, absence of trade, ambiguity aversion, general equilibrium

	
	

	
    

    
	

	
	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	






	
		Suggested Citation:
		Suggested Citation
	

	
		
			Rigotti,  Luca and Shannon,  Chris and Strzalecki,  Tomasz, Subjective Beliefs and Ex Ante Trade (September 1, 2008). Econometrica, Vol. 76, No. 5, September 2008,  Available at SSRN: https://ssrn.com/abstract=2328901
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Luca  Rigotti

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Pittsburgh - Department of Economics  ( email )

			

			
			
				
				
				
					4901 Wesley Posvar Hall
230 South Bouquet Street
Pittsburgh, PA  15260
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Chris Shannon

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of California, Berkeley  ( email )

			

			
			
				
				
				
					310 Barrows Hall
Berkeley, CA  94720
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Tomasz Strzalecki (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Harvard University - Harvard Institute of Economic Research  ( email )

			

			
			
				
				
				
					Department of Economics
200 Littauer Center
Cambridge, MA  02138
United States

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				       45

			

		
		
		
			Abstract Views

			      721

		

		
		
	


	
		
            
            	        5 Citations
		

	

	
		
			
				       33 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Behavioral & Experimental Economics eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Behavioral & Experimental Economics eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              947

                                    

                                    
                                        PAPERS

                                           18,663

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Victor Ricciardi at Ursinus College

                                    

                                
                            

                        

                    

                
	
                    Microeconomics: Welfare Economics & Collective Decision-Making eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Microeconomics: Welfare Economics & Collective Decision-Making eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              768

                                    

                                    
                                        PAPERS

                                           17,094

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        A Smooth Model of Decision Making Under Ambiguity

                        
                            By
                                
                                
                                    
                                    Peter Klibanoff, 
                                    
                                
                                    
                                    Massimo Marinacci, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Model Misspecification and Under-Diversification

                        
                            By
                                
                                
                                    
                                    Tan Wang
                                     and 
                                
                                    
                                    Raman Uppal
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Model Misspecification and Under-Diversification

                        
                            By
                                
                                
                                    
                                    Tan Wang
                                     and 
                                
                                    
                                    Raman Uppal
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Learning Under Ambiguity

                            
                                By
                                    
                                    
                                        
                                        Larry G. Epstein
                                         and 
                                    
                                        
                                        Martin Schneider
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Model Uncertainty, Limited Market Participation and Asset Prices

                            
                                By
                                    
                                    
                                        
                                        H. Henry Cao, 
                                        
                                    
                                        
                                        Harold H. Zhang, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Ambiguity, Learning, and Asset Returns

                            
                                By
                                    
                                    
                                        
                                        Nengjiu Ju
                                         and 
                                    
                                        
                                        Jianjun Miao
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Learning and Asset Prices Under Ambiguous Information

                            
                                By
                                    
                                    
                                        
                                        Paolo Vanini, 
                                        
                                    
                                        
                                        Markus Leippold, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Microstructure and Ambiguity

                            
                                By
                                    
                                    
                                        
                                        David Easley
                                         and 
                                    
                                        
                                        Maureen O'hara
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Axiomatic Foundations of Multiplier Preferences

                            
                                By
                                    
                                    
                                        
                                        Tomasz Strzalecki
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Ambiguity and Asset Markets

                            
                                By
                                    
                                    
                                        
                                        Larry G. Epstein
                                         and 
                                    
                                        
                                        Martin Schneider
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
	
		
			
				
			
			
		
	
		
			
				
			
			
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.109 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		

		
		
		
		
		
		
		
		
		
		
	

