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Abstract

The study on asset pricing theory and securities price behavior has been one of the focuses
in finance economics during past several decades. This book provides an overview of the asset

pricing theories, models, and methods. The book classifies and summarizes three kinds of as-

set theories syllogistic theory I, syllogistic theory II and epagogic theory. On the other
hand, I have discussed the features, the analysis framework and the prospect of these
theories. Furthermore, 1 have developed three new models on the securities pricing. In this
book, a computer simulation system for stock market has been developed to study the securi-
ties price behavior.

The book includes eight chapters. Chap. 8 is a summary of the whole book. Chap. 1 intro-
duces the structure and the innovations of the book. Chap. 2 and Chap. 4 introduce several clas-
sical models in the history of the syllogistic theory I, IL Chap. 3 gives the econometric analy-
sis on the Shanghai stock market and the NASDAQ market. In Appendix, I introduce several
assel-pricing methods that are based on the artificial intelligence and these methods belong to
the epagogic asset pricing theory.

In chap. 5, I develop two models, named model A and model B that based on the model
set by Jain and Mirman (2000). Model A discusses the securities price behavior in a market
maker market with correlated signals when the insider may be any kind of risk preference. The
Jain — Mirman model is a special case of the model A. On the other hand, the model A cor-
rects the errors in Jain — Mirman model when the insider is risk neutral and there is managerial
compensation scheme. In this case, the conclusions of the model A are more reasonable and
accord with our intuitions.

Model B in chap. 5 studies the securities price behavior in an auction mechanism market
or period auction mechanism market with correlated signals. Because there are lots of auction
mechanism markets in the world, the application field of the model B is more extensive than
the Jain — Mirman model’s.

In chap. 6, I develop a new model, named model C, which are based on the model in
Uptal Bhattacharya and Matthew Spiegel (1991).1In model C, a simple classical Walrasian

framework is proposed for the study of securities price behavior among asymmetrically informed




traders in financial markets, and it is used to analyze the occurrence of a market breakdown in
the trading system. Model C provides the market collapse condition not only to linear strategy
but also to the whole class of feasible nonlinear strategy functions. According to the assump-
tions, the model in Bhattacharya and Spiegel (1991) is a special case of model C. Model C
can not only get all conclusions in Uptal Bhattacharya and Matthew Spiegel (1991), but also
obtain some new conclusions. The application field of model C is more extensive than that of
the model in Bhattacharya and Spiegel (1991).

In chap. 7, T develop a computer simulation system for stock market so as to overcome
the difficulties in obtaining data for econometric analysis and test to the models in the syllogis-
tic asset pricing theory that include the market microstructure theory. Using this system, I give
the test to the some models in chap. 5 through a lot of simulation-experiments. This kind of
method can also study many problems that cannot be solved through the classical finance theo-
ries and methods. Using this system I have studied the relation between the raising limit and
the stability of stock market. I found that when the scale of stock market is “small” the stabili-
ty increase in the raising limit markets. On the other hand, when the scale of stock market is

“large” the stability of stock market will decrease.
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