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Abstract

This paper assumes a financial market with only one risky asset and two types of investors. Due to
information asymmetry, opaque traders possess more information and can infer the mean and var-
iance of the distribution of the risky asset’s premium. In contrast, transparent traders, having less
information, perceive the mean and variance of the risky asset’s premium as vague. This paper as-
sumes that transparent traders face uncertainty regarding the expected value and variance of the
risky asset’s premium, which in turn affects their demand function. The focus is on analyzing how
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different factors influence the demand function under conditions of uncertainty. Transparent trad-
ers are ambiguity-averse and make their investment decisions based on a smooth ambiguity aver-
sion model. The study finds that compared to the impact of risk on opaque traders, the effect of
ambiguity on transparent traders is even more significant. Enhancing information disclosure and
reducing the ambiguity faced by traders is conducive to market stability.
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Figure 1. Mean following a uniform distribution
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Figure 3. Premium with different variances in a normal distribution
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Figure 4. Variance following a uniform distribution
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