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Figure 1: VIX Close, Feb. 2007-Oct. 2008
(Source: CBOE)
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Figure 2: Expected Utility Framework
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Price Damages Price Damages
0% $250.00 $37.50 $250.00 $37.50
5% $250.00 $37.50 $263.16 $33.33

10% $250.00 $37.50 $277.78 $29.55
15% $250.00 $37.50 $294.12 $26.09
20% $250.00 $37.50 $307.50 $21.12
25% $250.00 $37.50 $318.55 $14.60
30% $250.00 $37.50 Autarky Autarky
35% $250.00 $37.50 Autarky Autarky
40% $250.00 $37.50 Autarky Autarky
45% $250.00 $37.50 Autarky Autarky
50% $250.00 $37.50 Autarky Autarky
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Ambiguity Aversion

Table 1: Optimal Contract Terms; Ambiguity 
Neutrality vs. Buyer-Side Ambiguity Aversion

Neither is A.A. Buyer is A.A.



Price Damages Price Damages Price Damages Price Damages
0% $250.00 $37.50 $250.00 $37.50 $250.00 $37.50 $250.00 $37.50
5% $250.00 $37.50 $263.16 $33.33 $236.84 $41.67 $250.00 $37.50

10% $250.00 $37.50 $277.78 $29.55 $233.75 $49.48 $262.85 $41.99
15% $250.00 $37.50 $294.12 $26.09 $229.89 $57.19 Autarky Autarky
20% $250.00 $37.50 $307.50 $21.12 $223.88 $58.73 Autarky Autarky
25% $250.00 $37.50 $318.55 $14.60 Autarky Autarky Autarky Autarky
30% $250.00 $37.50 Autarky Autarky Autarky Autarky Autarky Autarky
35% $250.00 $37.50 Autarky Autarky Autarky Autarky Autarky Autarky
40% $250.00 $37.50 Autarky Autarky Autarky Autarky Autarky Autarky
45% $250.00 $37.50 Autarky Autarky Autarky Autarky Autarky Autarky
50% $250.00 $37.50 Autarky Autarky Autarky Autarky Autarky Autarky
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Table 2: Optimal Contractual Terms for Various Permutations of Ambiguity Aversion

Ambiguity Aversion
Neither is A.A. Only Buyer is A.A. Only Seller is A.A. Both are A.A.
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Non-High Tech Target High Tech Target Difference
Total # of MAC/MAEs 2.749333 2.753247 -0.003914

[1.320789] [1.065683] [0.1603062]
Total # of Exclusions 8.357333 9.636364 -1.279031

[4.453598] [4.454179] [0.5572227]*
MERatio 0.4627165 0.3940101 0.0687064

[0.5913538] [0.5503312] 0.0731455
MEPerc 0.2600616 0.2331057 0.0269559

[0.1556253] [0.141436] [0.0191827]
MERelCov -0.0404803 -0.0814132 0.0409329

[0.1553072] [0.1635743] [0.0196097]*
Number of Targets 375 77

Table 4: Comparison of High Tech to non-High Tech Targets in Matched 
Sample (N=452; Std. Errors in brackets); * significant at 5%; ** significant 
at 1%.
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