OPTION PRICE WITHOUT EXPECTED UTILITY
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1. Introduction
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2. Option price under expected utility
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3. The option price under rank-dependent expected utility
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Proposition 1. Assume state-dependent utility and s < sz If an EU agent and a
pessimistic (an optimistic) agent have the same surplus in each state, then the pessimistic
(optimistic) agent's option price is smaller (larger) than the EU agent's. If s > sy, then

the pessimistic (optimistic) agent's option price is larger (smaller) than the EU agent's.
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4. Summary
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