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B B 201448H28H(A) 15:30~17:00

% PR AREE

REE FRER (RRAFRFEEFFZAITRIEN)

T—Y Investment Horizon and Repo in the Over-the-Counter Market
This paper presents a three-period model featuring a short-term investor in the
over-the-counter bond market. A short-term investor invests cash because of a
need to pay cash in the near future. This time constraint lowers the resale price of
bonds held by a short-term investor through bilateral bargaining in the over-the-

iz counter bond market. Ex-ante, this hold-up problem explains the use of a repo by
a short-term investor, the existence of a haircut, and the fragility of a repo market
due to counterparty risk. This result holds even without any risk to the
fundamentals of underlying bonds or asymmetric information.

H B 201487H16H (k) 16:30~18:00

% Fh HRRZE

BEE Chew Soo Hong (National Univ. of Singapore)

T Longshot Risks: Evidence from a Large Stake Experiment
Empirical studies of risk taking have largely focused on situations involving
moderate payoffs and probabilities such as in financial markets where investors are
generally risk averse. At the same time, evidence from racetrack betting and
lottery ticket purchase suggests a tendency for people to exhibit a favorite-
longshot bias ? switching from risk aversion to risk affinity as the odds of winning
decreases while keeping the same mean payoff. Using fixed-odds-fixed-outcome
state lotteries in China, we investigate experimentally attitude towards small-
probability risks with payoffs from RMB10 to RMB10,000,000 and winning
probabilities between 1/10 and 1/100,000, grouped under three levels of mean
payoffs: RMB1, RMB10, and RMB100.

¥iE

We find pervasive incidence of risk affinity for lotteries with the lower mean payoffs
of RMB1 and RMB10 but not for lotteries with the higher mean payoff of RMB100.
Interestingly, rather than a favorite-longshot bias, our evidence reveals a favorite
winning odds phenomenon in which lotteries with a more moderate winning
probability between 1/1000 and 1/10 are more favored than 1/100,000 for
lotteries with expected payoffs of RMB1 and RMB10. Our findings relate closely to
two additional findings: systematic common-ratio Allais behavior for small
probability risks and switching from risk aversion to risk affinity as mean payoff
decreases while holding payoff or probability fixed. The implications of our findings
on the theoretical modelling of decision making under risks will also be discussed.
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