RECURSIVE UTILITY: THEORY AND APPLICATIONS

Lecture 1: decision-theoretic foundations and experimental evidence
Lecture 2: recursive utility and the folk theorem

Lecture 3: recursive utility and asset prices

Description

The course will introduce students to the study of recursive preferences and their
applications. Lecture 1 will focus key decision-theoretic ideas, including: disentan-
gling risk aversion from the elasticity of intertemporal substitution, correlation and
ambiguity aversion, and preferences for the timing of resolution of uncertainty. Ex-
perimental and field evidence will be discussed, as well as specific models such as
Epstein-Zin preferences and the maxmin and risk-sensitive models of ambiguity aver-
sion. Lecture 2 will examine the implications of recursive preferences in strategic
contexts and the folk theorem, in particular. Lecture 3 will discuss asset-pricing
implications.
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