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Abstract

We consider preferences over all random variables on a given nonatomic prob-

ability space. We show that non-trivial and complete preferences cannot simul-

taneously satisfy the two fundamental principles of convexity and continuity. As

an implication of this incompatibility result there cannot exist any non-trivial

continuous utility representations over all random variables that are either quasi-

concave or quasi-convex. This rules out standard risk-averse (or seeking) utility

representations for this large space of random variables.

Keywords: Large Spaces; Preference for Diversification; Utility Representations

JEL Classification Numbers: D81

∗We are grateful to comments and suggestions from Keith Conrad, Tzachi Gilboa, Jaromir Kovarik,

Alex Ludwig, Ehud Lehrer, Marciano Siniscalchi, Frank Riedel, the math.stackexchange user Soma,

Peter Wakker, the editor Atsushi Kajii and two anonymous referees. Alex Zimper acknowledges financial

support from the Technology and Human Resources for Industry Programme (THRIP) of the National

Research Foundation (NRF) South Africa.
†Institute for Financial and Actuarial Mathematics and Institute for Risk and Uncertainty, Uni-

versity of Liverpool, Center for Doctoral Training, Chadwick Building, G62, Liverpool UK. E-mail:

assa@liverpool.ac.uk
‡Department of Economics; University of Pretoria; Kiel Institute for the World Economy; postal

address: Private Bag X20; Hatfield 0028; South Africa; E-mail: alexander.zimper@up.ac.za

1



Download English Version:

https://daneshyari.com/en/article/7367450

Download Persian Version:

https://daneshyari.com/article/7367450

Daneshyari.com

https://daneshyari.com/en/article/7367450
https://daneshyari.com/article/7367450
https://daneshyari.com

