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BB FZ ORI HE I DWW T
TR (quadratic utility function) & o> SN EE D LR

Ao #

Mt

FEAFRE OFFMFENE & L C—#9IZIE, OBEARTIEH#H CML (Capital Market Line), Q& A& FEEAllif%
E7 )V (CAPM: Capital Asset Pricing Model), F7213%N% 77 74t L 723E5 T4 (SML: Security
Market Line), O %2 ¥ % flli ¢ (CEM: Certainty Equivalent Method), @%h F B8 #t (UF: Utility
Function) ZESHWHLNTWAE, I—FRKL—h - 774 F 22BNV TYL, ITNHEHHEEHEEZ HWT
MRz &E 70y = 7 b &FHET 25605 {, FRICEREEMEE T VI L D FERGO) 278 %
AL 5 Z EAMEE T L SN TETWwE, LA LD S, BEREESHGE 7 VI 5 %258
BEATo TWE [HREHKEROVIE| »OomWE) A7 ORER LZFHEFETH 5 BRERER
DEZEIILRTIED 555, FREIC [REOVY], ThbbaEAROFHRICELLFENROD
LifkEd, hEEEA B O ER{RE (stakeholders) DR, FELGAEONY F v — ¥R
F—F —REPLVHNREDOL AL, [EREEROVY] 25 OFHEib BETH S5, HAMHE
DG, FE LOBMMEOHMEE: - MLOBlE 25 1E, BERERO VO AL L THERREOFE
EEE ROV EE L EEN R EENEETH D, 2OWE, VAZEE LTIER
BREFHMIE TS X 213 A 78 (market risk premium) 7213 TIEIAT T, HARMBEINYHT S
M&A R MM EREOEH 2 BRI EORHMEIER &) H 5 XEDEER DE, HHEE 2§
RICL2m% ) A7 NSz, @51 A 7 ¥ (private or unique risk premium), BAEDOY A7, A k
V=) AZ7EBMATAR) A7 (total risk) ZZBE L7HEIRDOENE, TD L) HReEFEOFEH
RERLEPIZERDOVIGH» S OFFMIEE I OVWTEREMBOHBE TR T VML TV
Wi 2T — ke (mean—variance criterion) DA O H T, FFIZx A B UF (Utility
Function) %\ 723FAMICDWT, MOFHERE & DEBIRE €17 o T b, E72, EFM % 3
T AYE, IERIUEAE (M%) CTOFMEPSER SN TR BIRICEA, RIHATOFFMIZB VT
AR D FFAM 2N 2 M AR I & 5 FFAl b 372,

1 THanEdkE 4T T L IRMIERIKETH 2 L EEOLE, IR ERGOFMFLEL LT, BRERE
FEAE 7V (CAPM, capital assets pricing model), @ % W23 CAPM % [XI7R L 723E5 i34 (SML, security market line)
T, HEFHOFFMEEL LTHYW 2 OF—BRNTH L, BEMBHOSITTIE, BEEREREBRFHRERL L2GE
D, BEARIZAFNORMEDL Y R, HEREOFFMFEIIOVTIE, AL THIEEL, TREBICAETHOHVSRT
Wb,

2 REMLREMBEORFEFED—DTH5 “Financial Management”  11th edition, Eugene F. Brigham & Michael C. Ehrhardt

(Thomson, south—western ¥1) Ti%, #HEZEMFD 1) A 712D TDStand—alone risk, @Corporate or within—firm risk 3 &
U"(®Market or beta risk IZ[X5I L, sensitivity analysis, risk analysis %D FEMiF2: % B L T %25, TUERIROFEMHHE
WZOWTIZLT LABREICRIR ST vy,
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1. ZRRIHBEUZ DWW T

ABEL, AR, XEB JBHEREOF A R HETRBEINTWEY, 22T TFROU)KXT
FebEND RENHRE (Quadratic Utility Function) # A2 2 X123 5, U 3R, EG¢) 1
IR, A XRERDO) A 7 B, o IEHEREZRL TW5BEY,

U :E(r)—%Aaz (1)

A Q)R EHCAHEENE, BHEKRE LTI LHWSN LK THY, FHiC, otk
BYEEM 2R HE T B BRI, SRR L MRS, BBOTIC 49— YA 2 2FTERE LT
WREIZER E(r) B & OEEERE 0) 2 EATWADT, LEORETCOMHALEATREC 2 570
THhbo

13348 — 5325 (mean—variance
criterion) 2B W T, il % AR o, E(r) U(ru)
feah = ARG E(r) & L7ZZSFEICB W
T, ZRWHBEBZERL TS, 22T
T UGy, UGy, UG) &£\ =D D%
BB 2NTBY, Uly) > UGy >
UGr) ORI ABEBONER T, o fEIZxiEd
HEr) 3EoTwh, ZNENDF)
B o> it b D ERFRRIAS 3R & BRHER 72 D
HMAGHLEE, HERICEA—DRMHE S 2 Iy
B &) EIR TR MR (indifference
curve) L HMFIENTEY, xR THH
LB, EEICAET 25 BRI o
E, T bbb UGy >UGW) >UW) D
JET, BHERICL > TOMHAEEL &> T
Wb, MR, AL T, ORI L THOMBRIZ R o Twd, ZiUd (D)X 2 AL
RKOLNT2(1-2) K% o IZOWTOH—REHEK ()X, BLUE JIEHEKD )X zkws Z LI
X TE D,

U(ry)

U(ro)

TH

L

X1

Eo):U+%A£ (1-2)

3 1{6%{% 3BT L2 BAR 8T 1 & 2 D iHET 5 72012808 SNz BAT R BT & 1) I EIRIZ 2 v,
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dE (r) _

To Ac>0 (2)
CEC) _ oy (3)
do*

WEOY A7 AR OEEROEE, 2)RICBVWTHLOBRKAIZTIATo b TIALEDTEH
AHEDMEE LY, QNIAEEXZYVOWBE LD, QXD EALA OMHEIXT T A LD THEEIIH L
THOMMBERY, o OBIMIE LB VEC) X, —EHETIEL CMEEMICHENT 5, 0%
wOmSERIEE, Tab b R, [REL 0 LD RfaREbER 04 EAT) O E 25,

DKL, ICBR SN =D OEER AR OM, B UGy) 2I) EIFTAhZ, Uy i3
Bl o =0 DWE, HMOUWR EC) =rn L% 5, i 13774V bDLED B WERBOF THTH
D, VAZ7)—L—~ (#) 27 FIFHK, risk—free rate) LIHIN TV A, L72d> T, [MEL] 0
Ulp) ELICBW T o =004, EM)IErnrThY, ZORETRAWROLBIRBHEUG) =1
L%,

U("f):E(F)*%Aazzrff%A x 0> = rs @
OXIZ(12)RICWRDO UG =1y ZAXAT 2 &, ZHBEG) XKD S5,

AR G)RL, HERPEERFEOZFETH L5 o> D) AT 2 HT HEREEICHE LY
&, EfEED) 27 7)) —BEIIRE LI E LIREOME UG) 258 72 5 $HIFFIGS R E(r) & 55
W o? DMAEDLEERLTBEY, L2 ->T, COMBEICMNET HHRERIE, HERICE-T
Fl—0MHE GlRE) 2072563281045, 22 CTEENMED L VIZMAMKG RIE, 0=0
DY, WEROMAII UG) TRINTBY, HERPENEM 2R 256 1S EE 2 E# 2
Yo DFY, A (opportunity cost) DEIMEASHIL, WERND AHEM 1 =TT 256121,
RELLTIVAZ 7)) —BELCHEL, VAZAHEZLTI A7) —L—bry ICREIHEE
ZTELILIRY, GREETHHZERMN T ITRETHU L, BON2WFEMAIE UG D ED
ETRITNE% ST, RUEOIFIGEEREF) 3 XV EL BTN RS2V LRy, rhi—
DDO/N=F) - L— 1} (hurdlerate) &7 5%, —fA9IZ, MR MRIIE RN O BEEIRM A 217 )
BIZHWON LY, VA7) —BEIZAREG)MHBBLERLG) X2z, GREETDLDTH HHEE
FHOFHEIEE L LTHWD ZEWFER LML T Ra i E 21T > T 2 AR ER DI O
BRVBERNCRHET 2956, —EORHRGHMF & TS 275, FFliEEL L THWL ZEATE
%% FH - GEEEICBWT, 20X =0 DBEDOANTI AL T —L— b Th S
Mg e d 2R %E, KL KR— bTiE, LT REAHBEE (risk—free utility function) & IR

4 ZOEIZOWTIE, 7EZIE, RO THIEH SN TWw 5,
Zwi Bodie, Alex Kane, Alan J Marcus “INVESTMENTS”, seventh edition, (McGraw—Hill), p. 183,
5 HERNGOHWHEIGEROSAIIERI I TH 5 2 LD HRTH 5,
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LT B RO S ERORERI T 2 A1 () RAS LS Tk, AR
I OWIEEF v Y2 70— 01 E LCORE S R MEIGEE EG) 13, ) A2 7Y —FIT%
A BRI 28 221 %50Z7ﬂ<%w0§Mﬁbt%%$K&5&w5:&f@%o
G)XDORFAMAMB LD EC) 3—HOBSFEME L CORETRETILIChb, O flHTE
i, REOFEMREOTY, Thbb [EOTH] % [RMEEEOTY] TOFMEEL 2
53,

[ 2 |\ R & 728 B4 & 1 E(r)
D Ly, he, L OWN, FLERIFERET risk-free

BRI, REAHNEL D b b
BBL, VA2 7Y R
BEOMB UG £ D b v
Urm) #5726 TFZ M In OATH
Do FELL XLy EHELY 22 E
R — o T 25, WIS i,
g &0 S, FHHMEEG)
UG £ 0 bR ERmT < ETlE% |
b\o it%ﬁ:b aiIlHJ:V)%)"'%“V)/ﬁ‘:H TiL 4. ........................... . Il]_
B r % b 72 54 7%, RE AV

%L

Iz

HOTICMBELTBY, ZF0) 22 0
0 01 02
D WG -7-BEIGE = ry ITITEL
% 2

THELS, VAZ 7Y —FELD K
WA L2725 2O TEBTRE TIE R,

2. RF BB E EARTHE L ORERT# & O BIFR

—HRHIC, BEBTREEDS, RB— b7+ ) A HEZ T A 5A I EART S (CML) 2%, E5
WERM % 50T 2581 3EERTHE (SML) AHVS RS, LR REAH B & M AR
DNTELELTHAD,

1) BEAMISHE (CML, capital market line)

BARTGHIL, BERERPRAT L2 A7 7)) —&ELHHR— L7+ + CTHER SN H0%EY
R=1t7x)F GIRWEIE, HERICEVRDDI AT TIRKD) Y=V %57:6F, Thbbix
KOMA%E B 7:5F &) RHHEOMAEDYE) 2RL TS, BEEAKRERIE, HSDY R 7 A

6 MSERIE BRI, HEROV A7 T ARBEICL ) R2L0T, FHRERE, HOLORHZMS 0T TR
Bity a2 Licdh, ZIRHBETERIAS 2 2 LN EREEIIR D,
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% DO U 7z U AR & BEARTTHR OB T EOMAELE 2 FIRTIUIRE AR — b7 4+ U AHPEHL
RAFANEHTEL LIRS, BRMHHMEDOKR— N7 5 ) 4 P O EGp) 13, —#%
Bk 6) R TEDLENED, TZTIRO)XTEMLZ62)RDop O—REKTEDLT I LIZT
%o E(ry) 13K — b7+ U4 (market portfolio) DEIFIGRHETH Y, oy 3WHHA—T7 1) F
DIFERETH S,

E(rp) =1y + > [E(ra) — 1] (6)
oM
E(I"P):rf-'ri[E(rM)_rf} Op <6_2)
om

62)RIZBWT, [E(ty) —rf] EHBHRE= 7 4 ) FITHERIVEE L 256 OWERIGEE )
A7) —FI A LA LB =1 AR TH L, iR — N7+ 12T 5 il
DY gtz —L[E("fﬁ;*"] WZxtL, ERR— b7 UF P OYAY (ElEFEp) ZHITEDEILE, K-
FZ7x0FPO)ATEDRDON, VA7) —FITZrp IIMETIE, R—FT7+1UF P O
FINRREG) RO ON D, (6-2)RKIF 63RO LI ICEHTE %,

[EGp)—17]  [E(ry) — 1] (6-3)

op oy

FROHK— R T+ ADY Ay (BEERE) op L EBIUEE [EGp) — ] OLED, AAONS
He b 740 FOY RS (L) oy LBBIGEE [E(w) — ] ORFICE L, (6-3) R
VoK kT AP RITHCHEL TV S EAEIRL TV, REOBAS D, BARTHR
(6-2) K% WA DHLERM T DFEMIEAE L LTS £S5 2 L1, RIFT OWfEF vy L2 70—
DHFIEE LTI, VA2 7Y =TI A2k E LT, bR e ii Lgan) 2
SECH BT A2 BOBL LT, ZOMNY A7 E S &, BY A2 o (T8 278D
BURAACHIRIGEE EG) % S 5 Twa o & 28T 5, 2L, Liko RE 2B,
[E%VH ] % [HEAEEROTY | TOFMEED 2L Vv ),

2) FIZThimiE (SML, security market line)

AEATIRRE, TR EIKE 21T o TV AR ERDS, BODFR— b7+ ) FIEBIGEES & i
DALREPEDZFHET BB, ERREROMFHIGRRATRER T L ) b EICVET 52089 »
THUEER S 255 0HEEE LTV O b, BARAEMGE TV (CAPM) ZB/RL7ZDTH
D, VAZRHEIHH) A7 BORERBELTBY, WR— b7+ ) OBNEE [EGy) — rf]
2, BUOMFEIGER L iR O LG HTH 5 6= pg;% ZEUT ALY THES N, RN
BiE (A TER SN LD TH 5,

PO Om

i

= 1y + B[Eu) — 17] @

E(r)=r+ [E(rv) = 17]
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(1) Htdh E (), Bl s EOFH ETRbEN, O RA 2, HHR—- b7+ 0+ BIY
BAERGOMFNREROL G TH L SETHIESNL, 25T, ZOLK—-PFTIE, LFELOE
R L O At RE D BIEL L M —oFE CE¥— 0 8CFm) TOMERBATiER X9
2, o0 & E@r) O—REBUEM S NGERTSEHTH L TR (T2) X2l LT5,

PO O
iy
E(ri)=rr + PLETM) 17 [E(w) — 1] o (7-2)

om

E(ri)=r + [E(VM)—V/} =TF +&[E(VM)—'"/}
oM

(7-2)1Z (7-3) XD L S ICRETX 5,

[EGi)-ry]
[ , } _[EGw) = 1] (7-3)
ag; Opm

(7-3)R T, LD [E(ry) —ry] % AHBIREL p THI o 78BN 2 RO ) A 7 (BHEfR )
o THRLZILED, AROHER— 7+ + O@BIEEER [EGy) —rf] 213 A2 (FEHEF )
oy THRLZZIFIZELVEE, SERTHHR(T2) X e B THEFHFRITHTHHLTVwL I L1
ko REDOBENL, (T2) N OHERMT OFHEIEEL LTHWD L) 2 Lid, #EI
OfEF vy 270 —0HEFIRELTE, VAZ 7Y —FTFRIZ) 27k E LTRATHY A7 EO
HreFEL, MOMH ) 27 FHIEH L TFRHIRR S E(r) Z AES o TV D 2L 2 BRT 5, @3
DHFETH 2 [HEREROVY] CTEEXFMTA2ILA4ERLTBY, PWEFrvya70-0
FBIRIE, VA2 7 =FFHRIE) A7 TEBRWHE) A7 HOAREMAZ7ERNFIRE R D,

3) RF x1HE%K

BWIMICAFEICT Iy PLTWA2REALTRERLINEOHHRCEEIC L ) EELFE AR
KTFLTBY, X0 - KRNI EELGRLETH L, I, WERICESEEDHINIH 2
G, FEHTEIRVA= 7 5 ) FRREICEPREESLE2B/LVIEETSH Y, ToraidcEx
172 TV LB ROV DO H & FE LA TSR CTRHEid 5 2 £ 13467 L @ Tid 2w,
b OIS, HIROBEARTGHR REDHEMEFEMEEL 5 2 L0582 5N b, BRTEHHILAE— b
T A VA IR LZZFHMSETH D op EENRDIZHEEIRE XL LIZ) A7 TH b, REPT
IR BEME T DB T HIUEEEOBAERE & OFHRRED AAT, FEHRTHRLER
TG CIET 5 2 LML 2 HELH S ) o L LRHEE L M&A REIMHEE ORI OS2,
FHAKOKRI A7 2 ZEB LTl 5 2 & b BEITR D, ZORAITIE, ZRIAEAKTIE, )
A7 FHI IR 2 EEHE R 22 O3 4 O ERO ) A7 BIHEOREE A 2 ZE L, 510
PAEEDOGE o ZHNT ALY T) AZRRRED S, filk(5) o T8 P —45HeFR TR T
X%, RFRAVAMBMOES, HRIGEERIZ o, O KBEETH Y EHRTIIZHBETEDLENLD

7 %ML L 22 THIM A O E B O EREHI AT AN A E S AR LEPIELLTHA ),



FEFEMOFMAEREIZONT 461
T, o1 O—REBTEMTED SNLEARTMPIIFTHME 3R/2D I L1 % b,
E(r;) = rf‘"%AU? (5)
BG)RTG2) KD & H IR TE, LI RFAHBEEICHE T 2BENERTHY), GlOY XY
Be—HToH2L1l%hb,

1
E(r,')*lffZEAO'iz (5_2)

4) RF $ARHMEBEATIBIR, MHFMBIRE OBE LS

BBERFOFHEZERE L L C RFIABEKR LAV 556, MOFNEAETH 5 ERTTIHME & OFER
THEHE LD LD ZERICH BDODIIONT, FH—SEeEE TR L Th b,

HARRICIE, [R5 3| T K FFMsENE & WIER IS - BE (R 22 RICUR L Th b, T72, BH
DOENEERNZ, FNFROMWFIGREB L 2 7 12e L 72O E IR L TH 5,
&) 27 7N —TIZBT BIRERMETH— 27 (o) OFHD, WMEIREEOBE VIS (L>5>

E(r ; K12 :Q 1
' ' UF(rf):E(ri)=rf+5A(;2i

CML ZE(I’i) =TIy +M P
oM

i

L AE@) -]

/ SML : B(r;) =1, + M 71 o
: oM

QK«)

[
0 o, oo o o, oc ok
CT Ay 5T 05A oy €T 05A 0y
5 3
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L>0), WY AZ BT AHEFG S RMICE— A7 (o)) OFGFIFIGEROEVIE (Js >0 >
Js>Js) 12, FLTEVAZIZBRTAHEFRMIF—Y X7 (0k) DEGPHFIGEEOEVIE (K
>Ki1 >Ki0>Ko) IZWATWS,

i PRI (CML)
[ 318\ C, BATHMCIE MGG r, WO EEERE o O3 — BIER 2T
T EOBHTIRTE, Ml & OWIE ry, ERogR B0 v 52,

[B422 3|0 TR L 72 M, R OBMBRR OB MHE R L THB Y, BATGH L
Y B0 THROMME b 725 T RERELTHA— b7+ ) 4 LOMAEDENEILTE B
COMQ TRIEA— b 74 VAN o THHE, [NE3|OWmEoktEm: oWk THY, UG
BUG) 9 SEVHHOMEBIS Y, LYEOHEELERRIZSLOTI LA ERL T, &
BHCRRIE, SRR EIT) LI X VIR EIT) LD b, FVBUCHHEERTEI L ERL
T,

i AT (SML)

DXz, [ME3ITBWT, BHShERTSH (7-2) X b AEICERCTRRTE, Hovii
i Th Y, HROGEE L o 2 FHTHETIE o ORBUCIE, BRI Eol
REZD, HBEE D BTV 5. p O, BARLEME—1THY, LIn > THEHTHH
DEREEARTHROGRE BT, Lo nRiE &£k bo RTHROBE, BHARIEX
THVATBEEDRNEL LB ERZERT 50 ZHUL, BIFICERS DU A7 H9S, BARTY
BT A7 ST 2V AT TH LD L, FEFNEM TS A7 OB 20 A7 #
Thbo WRNHMOS Y A7 FHEE 2D, LD MELVIRAIEEY 22 0T, FER N O
HHECRARB S NCY, ST FEMINE TR SN WEIERRISTET 2 2 L0k
%o

iii. RFZhARE%K

REAAMECH, [ME3|0 L BY, BERMHED) A2 FHE, EATSROERTEME R Y,
BRI o & RS & BRI KB MR & e D, ) 22 ORI HEV BRI 3 TR
m%mﬁéo:mﬁ%,gﬁénauzyﬂ(:§w3@mgﬁmumit,ﬁﬁﬂwgau,@
1% RE B0 ML SR TSR L 25 5 2 L o By Lo T, BEEID
SR b B 0 DIEDK S SRETH, AFFMAERZN2NREDHEE TT LMD D)
Bo WIMED 0 DIED & 2B TRET 5 1E, RIEFOBERE o OKE S%, BHEOY A7 [
B A OO INTENT 57, S5 5 HOBEIETRO L) 12ko bR 5,

8 MO IIBYAYRAS T —HELHHHE— LT+ ) A NORPIH o lE, TRZNY AT Y —HHEI 0 =22
- rm — Iy
eIl —a="2"" 22,

'm — Iy
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P[E(VM) - rf}

i>0<0']<0'5<: 05A0
. M

) DA (K 2 7 ORpEDFH)

AT L RFR A HBII A S TXRETADT, BHOEEIZ TR Q@)X 2 EM L2282k
DETRES O ai(=og) RO 5B,

PO

oM

1
rf+ [E(rM)—rf] :rf-'rzAO'f (8)

_ p[E (r) — 17]
T 0540y

DEIZ, TGS S WIE REF ORI (82) XD o #fEATIEL N S OIFIZEEN
KdDHLNL, 22T, REFARBAEBIAALZ(9)RX LD E@rs) I3KRDTH 5,

= 0Oy (8_2)

-O'i

PrE(ry) — rf}2

p 9)
0.5A0,

E(}"S) = Vf +

0 <o) <o <_ %) DEEIZBT, FEETE - O MEIEE 1% RF 48 B R E oM
. Opm

FRNEREE % Ao T2, BIZIXEMN L O L) ICHIFRIGERIEFER TR % Tl o TWw b O THERE
BERDOIUSG TGS 5 L EETE %\Wa%, 8 X7 o MR\ 728 RF B TEHES 5 & L
D, REOVYTHATIMT 2 LG IIEERTRRE RLEMHTH LI L2505,

. E —rf E —rr =
i) o <= %) <o < o (: {O(SMT)%/}) DA (1) 25 ORIOE)

LAWY & RE DB & ORI 3|05 C OREEIL, A oc & E(re) 1%, RF AR
EBARNGMD LT H DT, TrefEN(10) &M L 72(10-2) &L ) oi(=00) KD, (11)5XT
RFR A H B ORI AT L E(re) RO SN S,

i 1
rF +U—1[E(rM)frf] =rs Jr—O.SAU,-2 (10)
oy ’ 2
oo :M:JC (10-2)
OSAO'M

[E("M)_rf]z
0540,
os<oy<oc DXMTIE, B JeD T & CGGEFTHM LY L1225 O THREBKER DY Tl3%E

TZ 5%, RERFAMBO TIZHBDT, 3L RE AT L 723551 3E_RTETlE R

WZlilhb, TR0 REFABEEZ > Tw2 05, BRTE#EZ Thl> TR0

&, @D REAHBE TS 258 I3 ERITRRTH L, F— b7+ ) A& E LTEHEiS 2%

B A 7B 2 BB LR IGE RS ER ENDL D TEBTE RN L0 b,

E(re)=r+ (10-3)
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0.5A0y

7o & ZATEM Kiold, BBEEEROVE» O ZFERT SR E Lol TWb O TEETE 525, HE
ROKR— b7 3 ) AR L L CEHET 256%, ¥ RF R TEM L 725412 TR - Tw
LOTEBTELNI L0 5, KnDEEIIE, WERSK— 7404 & L TERMTEMHE CRHM
THHEIIE EA > TWE DO TEBTE S, EFRFAHBEE L TS 251213 TH - T
WELDTERMTELNT LIRS,

<o; DYe (| 2 7 ZORFH)

[MEIIcBWT, &Y A7 FEM, Ko, Ko, Ki, KeZW) EFTHDBE, KIIFEHETIRR, A

TH#, REAABMBOVTNOREES Tl>TH ) EfiTNE ThW, KoldiER T s aF il H i
DY TREZZDY, MOBEARTLM, READHEBOIEETIE/ITNETE RV L2k
%o KnlEFEATHYHEC b ARG C AR SN2 A5, REAHBICCREMN L7258 1013 E T & %
Vo KnDFME, WINOGHEREME A #HA L TRl L Td ER-ITRETH 5,

3. fERIFEZEMD RF R H B ECT DR 7 i

fH 2 BB % VT, RERMO REHABEEE A V/ZEHE B oW TEHBALTAL ), 20
WEZEEORIREMI TR LB 325,

R4 1)

0 fEFEOFEH1=230, 1EEMFF Y 2 70— (CF)) 1350% DREZET200TH O 50% DFEHE T
300, VA7 7 =FFHEG)=2%, THIEEZE rm=6 %, TiHIEEEOBERE on =20%, &
BRM O MR 3R OHEAR 22 00 & TSI S OHER 2 O MR p=0.6L T 5, ZOHE,
[FE 4|0 & B0 I CF =250, % OEWERS ocr, =50CH 5o % B, ZOFRMIIIELT 5 1
EIFEEET, FULEOBHEZBEATAZLETERVOT, 0T F ) FI2HEI F v
YaT7u—=0b R0 IFFEETROLZ LI 5 (fhil),

% 4
0 4 I 1A
I W CF 1 =0.5X200+0.5%X300=250
Pt 230

COFEMNEEHmTNEPEPOFEMFERE L, Eii L7250 fEFy vy a7 0—-0 0 EEOBE
MEZE AP E4E230% ERAUTERL, TRIAITENT L LIk b, Thbb 1EEOHECF, O
ERBAEMEA A IErBE I L YV R B 2 L1255

9 ZOHEFITIFHOMIKILD 720 1 4D CF 23l L TV 555, BEIEEIZ CE D T 72535 RO B4 S RKEIZE
HWCTED,
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BEEMNZFHGT 2561208, @E TR0 L) ZTEIHON L,

1) )X UsAELIS| =% (risk—adjusted discount rate method)

VA7 EEGIFREO—HKXIITFRHRADKTH Y, RO 1FEOHEECF, 2 X 7 EE 7=
THYFIWTOEFEOBAAMMBERE PV 2RO D, ) A7 PEEGIRII) A7 7 —FI 72 rp ITEM:
D) A7 E B[E () — 7] Z A THRO BN,

CF

= 11
L+ + B[E(ry) — 7] (11)

PV

CORERITHLEIEEET > T D [BEEERO Y] CORHEiET, 5F0 CFi i3
FETHN VAT EZEATVDLDT, 5710 ) A7 2 R L-E5 1542835 2 812k 5,
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Evaluation Criteria for Investment Project
—Comparison between Quadratic Utility Function
and Other Methods—

Yasuhiro Koyama

The purpose of this article is to clarify the usefulness of quadratic utility function in evaluating investment
projects. In the field of corporate finance, the standard technique used to evaluate proposed investment projects
is capital asset pricing model and its graphed security market line. According to CAPM, the market risk is the
risk to be quantified as risk premium in estimating the cost of equity capital. CAPM assumes that marginal and
important investors are well-diversified institutional investors like pension funds, insurance companies and
investment funds. To such investors, private risk of each project is negligible, because it is diversifiable.
However, many top management in Japan believes that other stakeholders like employee, commercial banks,
suppliers and etc are equally important. Their loyalty and contribution to the company is a vital factor to the
success of company. Their fate or success becomes dependent on the growth and viability of the company, as
they often commit their resource to the company for life or for a long period of time. In this case, Japanese top
management should try to maintain and strengthen their long—term sustainability, which is more important than
the short—term increase of shareholders wealth. In this context, evaluating proposed investment projects, private
as well as market risk should be included with equal importance in calculating the total risk.

In this article, I tried to compare such technique as SML (CAPM), Capital Market Line and quadratic utility
function and clarified their difference in their evaluation results. CML and quadratic utility function are useful in
evaluating private and total risk of investment projects, because their formula, different from other utility
functions, contain the standard deviation to represent investment risk. Quadratic utility function seems to be a
proper method in evaluating the investment project which involves unique or different type of business risk and
requires relatively huge amount of investment. Dealing with utility function, I demonstrated to quantify utility
value in terms of absolute amount of money rather than indicating the value in commonly used percentage. This

would enable us to compare with the other traditional technique of net present value.
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