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Abstract

This project is based on the
NSC-sponsored research done in the last two
years on the theory of incomplete asset
markets. In this project, we study the impact
of speculative trading when agents have
heterogeneous beliefs in an incomplete
market model with endogenous uncertainty.
Our results demonstrate that asset prices and
trading volume are significantly affected by
speculative  trading with  endogenous
uncertainty. The policy instruments of margin
requirements and short sale constraint are
also shown to be effective, under certain
conditions, in stabilizing the asset market.

Keywords : Incomplete Asset Markets, Asset

Prices, Trading Volume, Margin
Requirements
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