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Multiperiod Valuation Revisited
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rity 7} ZA1 8k 7 $o] = CAPM £ o] & Dynamic programming fashion ¢ & nl& #H&E
g 29 Aaden Easla = 44 E gz 24E A2 9vf. Fama & “statio-
nary CAPM” 7}33lell A & 88 + gl 844 5% L4383 vbof vl didbs & &
29 ZE2L HSEZ VR &3 4 93, = Stationary CAPM 713 6] a4 4e] ot
RADR Hite] &ubx &3 ¢lc}b. o2 dt Stationarity 713 8}e) 4= v]el e} RADR ¢ 3t
A4 AsA gx glox RADR 9 CE HEES 27 AL ola vladddq 14
AlgzAel Haslrde AL FEY akstrt

o] EFolAE AAFAITE] HAEHA Az AZE el F9l+= n-dimensional
utility function 8] EAE AAZ stz Yot $4A FTHEEY Blé 55 (random cashflow)
X =%y, ey %38 A Bk ubeF FREET RE3F Xd oJEHoes £ risk
premium a,, 0] vt & o $ejE ofefe} e AL AL + Uk

U-{ELU*(2))) = 350E (X) /T (147, 0))

U*(X) =n-dimensional von Neumann-Morgenstein & -8-3<+
U-t=U-[U*(X,0, ,0)] for every X
r;=forward F-$1& o]zl &
a,, =risk premium
4 (DA ane F(x) =prob (X,<x)o] &l o] == prob (X,=x)=1 7%
L. risk premium a., =00°] X}
A9 EED HeS 52¢ vdrhl FE vector X b Folfg @ $ele U()=U*
(10, 0)F A (D Pacleh A4 ofalsh 2 4% o
a,, =07} At

U* (x)= U*(éa:xn 0, - ,0) (2)

a,=T(1+r;)"*
i=t

A (2)7} BE vector xo] wlal AMHA HAA =
U*(x)=Ul(g"y) (3)
7 59 g A g’ =(a, - a), Ul@x)=U*@'%,0,-, 00t 2232 2 & #HEL
B4 358 Jeh 5= vector o] v}, s2aE AT (perfect capital market)ol 4+ F=l7}
5o 2438 YA a2 UY 5 g2 9y FFE dew 4 B e ¢xE
HEEERE Jel Fo ok ol# & misHEEe] Aol A Ay FH(wealth)E 717
o G2k ddats BAE Fate HlaY gAELC $HAR 2RRATSIAE 2 F
A7b okxich AFY] FEe] HEAT Afo] 4 (3)o] oA MAHENE Lotrs] 4
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A mY g(X) A(X)E AAs 22l olw Measure F(X)d] o] & g(X)&} A(X)
A4 g(X)=f(X) for XER,
ol 7% o] A 52 Riemann-Stieltjes #45g T34 olelo} 2}

[ear(x) =, [RX)dF(X) (4)

4 (3)e] R vector Xof| o} H&57] «Fe 4 ()F 3)el &85

JUr(x)dF (x) = [U(a'%)dF (X) )
b ek, a2Eld F(X): random vector X o] o] gk n-variate CDF (cumulative density
function)o] 7] w]-Zd} 4 (5)%=

E(UXM(X))=EU(z’X)] (6)
of sch. o] 44 o434 RADR 2l & 4z},

I. RADR #i&0l et B4

RADR A& #4817 A8 shvbe] 213 A& A e 24 Sy Foak THERS B
&35 & (random cashflow) X & 71l 4 A 2 o] B 717 Fdelle A dF
8] BZo] oA % 7 $ol, wF RADR Hke] &obw, risk premium ay,>071
ZAge 4 (6)& o) g8l ofelel 2 A& g 4 sk

U E(U* (X0)1=U-EU (X/TL(1+7,))])

—E(X)/IL(+7,+ax) @
822 K(K<S)H Fol o 43t THRT Rbs S (random cashilow) ¥ & 474 2
A, 2o Yok X& Y=X/I(1+r)sh 2 27 ARsEd AAd4E Hatd 2
ayt EARS. A oblsh e Aol AR

UHECU(Y/TLA+r)) ) =E )/ (L7 +ar) (®)
A9 4¢ X2 B4R

UHECU (X/IL(A+7))2) =E(X) /U (47, +ap) T (1+7) ©
7+ ek ae (99 D2

’1_—__11(1(1+f,+ay‘)=1j+(11+f¢) =‘§(1+r,+ax) (10)

for every K=2, - ,S and S=2, <+ ,r (10)
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T+ (7t a) =1 (147 I (147 4 a)) (an

o) Aol A Felt HFH O oo} 2L AL A Aok

H(1+r:) *_H (]l+rt+aY) (12)

A (12)F ay=09l ZFdlut A=A o] FAd) ax=0F Yvigtet. 2ds] X
kA 9l random vector & ¢ w7 wjEo] RADR 1A S “ax>0" A5 Bgo] HiE A
elet. 17U A (DA # F A A ay=03 Al UHX) e BREET He
d, oA At HH A+ F FAbEe] el FHAA HEE Ze At
RADR 2d & 4 + gobe Z2&E W 71 gk

II. ERMZ{E (Certainty Equivalent) 2E <7

CE 735 RADR Jiel A 9l el 2oln Qe widel izl 2gsdel gt
A& FA Rl A58 BAEMEE o et Ane HRESH Red A4T + A
A% gk oA Bakd

U EWU* (X)))= 33CE(X,) /11 (1+7,) - (1)

% 9ulgteh 3l A4 CE(X)=wxe]™ miok GBI X7t A5 A28k £33
BAE ZAL gx, E R A7 dasde d3Y ZEE SHAQ ;AE . Y
|, UX(X)7t Bl 73 Fellnk 4 (13)e] A= o] gt T - obeli o} 3Fut.

$19 1o]4 B2 520 BAGY A% U*(n=U@ns 43995k ad2e) 533
X7ht i alde] A W e U(X)=U*0, - , X, e ,0)8 oA 53 random
cashflow X o} Y of oisA

CE(X)=CE(Y)eUHEW (X)}1ZU-HEWU ()]} (14)
7t AgEsh 2R 4 (1) 185 Azl E3Ael AAE FAF2 el4, Hora 2}
Austin (1983)2] =#2 A DolA & + A+ AXL 4 Q)3 (1904 U()= con-
stant relative risk aversion & ¢]»] s}n] sl o} (3FF Pratt).

o)A vector x'= (%, X)) & A7) 2=}, o7l 4 2L x,-& A HFY FBo]
=8¢ X, & randome]tl, ukek CE(X,) 7t o}& 7|7k dlAs = &3 553 =7
Aol 7ol A4 (3)3F (13)& o] & vhdat g A& odA =

U-HEU(X,/(Q+7)+ X/ (1 +7) (1+72)) 1)
=X/ (1+7) +CE(X,) /T +r) (1+72)]. (15)
A7l A (15)7F ZE %o A3l A3 =7] A= 4 )4 HHsE constant
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absolute risk aversion & 4 7-& ZHA| = e},

shube] %hHieR Bl absolute risk aversion 3} constant risk aversion ] A A& F |4
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