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Calculation of key values: 
 
(1) 0.1*(0) 0.9*(1000) 900EV= + =  

 
(2) 0.5 0.50.1*(0) 0.9*(1000) 28.46EU = + =  

 
(3) 0.51*( ) 28.46 810CE CE=  =  

EU = 28.46

EV = 900

CE = 810
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Amount at risk = $1000; probability of loss = 10%

Risk Aversion by a Renter


