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PROSPECT THEORY: AN ANALYSIS OF DECISION UNDER 
RISK. This paper presents a critique of expected utility theory as 
a descriptive model of. decision making under risk, and develops 
an alternative model, called prospect theory.
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prospect theory: an analysis of decision under risk This paper presents a critique of
expected utility theory as a descriptive model of decision making under risk, and
develops an alternative model, called prospect theory.
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Prospect theory
Prospect theory is a
behavioral economic
theory that describes
the way people choose
between probabilistic
alternatives that
involve risk, where the
probabilities of

outcomes are known. The theory states that
people make decisions based on the
potential value of losses and gains rather
than the final outcome, and that people
evaluate these losses and gains using
certain heuristics.
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The paper "Prospect Theory: An Analysis of Decision under Risk" (1979) has been called
a "seminal paper in behavioral economics".

Model · Example · Applications · Limits and extensions

Prospect Theory: An Analysis of Decision Under Risk ...
www.worldscientific.com/doi/abs/10.1142/9789814417358_0006
Daniel Kahneman and Amos Tversky (2013) Prospect Theory: An Analysis of Decision
Under Risk. Handbook of the Fundamentals of Financial Decision Making: pp. 99-127.
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Analysis of decision making under risk has been dominated by expected utility theory,
which generally accounts for people's actions. Presents a critique of expected utility
theory as a descriptive model of decision making under risk, and argues that common
forms of utility theory are not adequate ...
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way of decision-making under risk. Prospect theory involves two phases in the
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Jan 09, 2018 · Prospect theory: An analysis of decision under risk. In Handbook of the
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Prospect theory is a behavioral model that shows how people decide between alternatives
that involve risk and uncertainty (e.g. % likelihood of gains or losses). It demonstrates
that people think in terms of expected utility relative to a reference point (e.g. current
wealth) rather than absolute outcomes.
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CHAPTER 2 ProspectTheory Prospect theory is a theory of decision making under
conditions of risk. Decisions are based on judgments. Judgments are â€¦
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titled â€œProspect Theory: An Analysis of Decision under Risk.â€� TThe paper
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