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20074E3 HIH, BEITRZAWITUA Be Rl Be KB IR B o B LIl A T4 CAPM with View
Tendency Adjustment under Imperfect Information({J#R%i. 7 4%%E: In this paper, we extend the
traditional CAPM theory by introducing a new concept of risk-return measurement based on view
tendency adjustment under imperfect information. The main result is that the generalized
excess return can still be described in a single beta representation, except that the
systematic risk is now the weighted average of exposed risk and potential risk. Meanwhile
imperfect information can induce instantaneous profit by repackaging portfolios, and we name
it information premium. We make the hypothesis that this new concept can explain the equity
premium puzzle in a way that people have pessimistic view tendency, when there is no perfect
information in the postwar US, and it also explains the momentum by the fact that view
tendency reciprocates from pessimism to optimism, and it is a mean reversion process.

(Empirical study is on going to verify the hypothesis.)

20074E3 H22H, FUET SONFEM & RIRELEIZ W ERINAAE TN “Electronic Trading,

Transaction Costs, and Price Discovery” HJZEARARAE .

20074E3 H30H, ¥ EAZENA K Yu-Jane Liu#dR A OIIAESE TR A : House Money Effect:
Evidence from Market Makers at Taiwan Futures ExchangefJ#R%i. 5% 3E: We document empirical
support for the ‘house money’ effect proposed by Thaler and Johnson (1990). Market makers
for Taiwan’ TAIEX index options take above—average risks in afternoon trading after morning
gains, in their order accounts where they trade exclusively for profits. The fraction of
market makers with morning gains influences market—level liquidity and volatility in the
afternoon trading. Our findings confirm that prior outcomes influence subsequent risk-taking
and emphasize that the way in which investors frame previous outcomes alters their subsequent
attitude toward risks. Consistent with Coval and Shumway (2005), behavioral biases by market

participants affect asset price formation.
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