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		Portfolio choice and the implied asset pricing are usually derived assuming maximization of expected utility. In this paper, they are derived from risk-value models which generalize the Markowitz-model. We use a behaviorally based risk measure with an endogenous or exogenous benchmark. A richer set of sharing rules is obtained than in an expected utility world. If the risk measure is modelled by a negative HARA-function, then sharing rules are convex or concave relative to each other. The pricing kernel convexity increases with heterogeneity of investors making claims contingent on states of high and low aggregate payo more expensive. An increase in heterogeneity raises investors' needs for trading options and also makes all European options more expensive relative to the price of the underlying asset. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Decision Making Under Risk, Asset Pricing, Convexity of Pricing Kernel, Heterogeneity of Investors

	
	

	
    

    
	

	
	
		JEL Classification: D81, G11, G12, G13

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Franke,  Guenter and Weber,  Martin, Heterogeneity of Investors and Asset Pricing on a Risk-Value World (April 2002).  Available at SSRN: https://ssrn.com/abstract=313979 or http://dx.doi.org/10.2139/ssrn.313979 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Guenter Franke (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Konstanz - Department of Economics  ( email )

			

			
			
				
				
				
					Fach 147
Konstanz, 78457
Germany
+49 7531 88 2545 (Phone)
+49 7531 88 3559 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Martin Weber

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				University of Mannheim - Department of Banking and Finance  ( email )

			

			
			
				
				
				
					D-68131 Mannheim
Germany
+49 621 181 1532 (Phone)
+49 621 181 1534 (Fax)

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]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

				      295

			

		
		
		
			Abstract Views

			    3,155

		

		
		 
		
			Rank

			  175,314

		

		
	


	
		
            
            	        2 Citations
		

	

	
		
			
				       51 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Behavioral & Experimental Finance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Behavioral & Experimental Finance eJournal

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

                                
                                    
                                        FOLLOWERS

                                            3,707

                                    

                                    
                                        PAPERS

                                           16,904

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Victor Ricciardi at Ursinus College

                                    

                                
                            

                        

                    

                
	
                    Capital Markets: Asset Pricing & Valuation eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Capital Markets: Asset Pricing & Valuation eJournal

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

                                
                                    
                                        FOLLOWERS

                                            3,023

                                    

                                    
                                        PAPERS

                                           32,409

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        An Analysis of the Implications for Stock and Futures Price Volatility of Program Trading and Dynamic Hedging Strategies

                        
                            By
                                
                                
                                    
                                    Sanford J. Grossman
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The Information in Option Volume for Stock Prices

                        
                            By
                                
                                
                                    
                                    Allen M. Poteshman
                                     and 
                                
                                    
                                    Jun Pan
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The Information of Option Volume for Future Stock Prices

                        
                            By
                                
                                
                                    
                                    Allen M. Poteshman
                                     and 
                                
                                    
                                    Jun Pan
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Dynamic Derivative Strategies

                            
                                By
                                    
                                    
                                        
                                        Jun Liu
                                         and 
                                    
                                        
                                        Jun Pan
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Informational Content of Option Volume Prior to Takeovers

                            
                                By
                                    
                                    
                                        
                                        Charles Cao, 
                                        
                                    
                                        
                                        John M. Griffin, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Informational Role of Stock and Option Volume

                            
                                By
                                    
                                    
                                        
                                        Kalok Chan, 
                                        
                                    
                                        
                                        Y. Peter Chung, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Information, Trade, and Derivative Securities

                            
                                By
                                    
                                    
                                        
                                        Michael J. Brennan
                                         and 
                                    
                                        
                                        H. Henry Cao
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Deviations from Put-Call Parity and Stock Return Predictability

                            
                                By
                                    
                                    
                                        
                                        Martijn Cremers
                                         and 
                                    
                                        
                                        David Weinbaum
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Modeling the Impacts of Market Activity on Bid-Ask Spreads in the Option Market

                            
                                By
                                    
                                    
                                        
                                        Young-hye Cho
                                         and 
                                    
                                        
                                        Robert F. Engle
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Who Buys and Sells Options: The Role and Pricing of Options in an Economy with Background Risk

                            
                                By
                                    
                                    
                                        
                                        Gunter Franke, 
                                        
                                    
                                        
                                        Richard C. Stapleton, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					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   0.099 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
