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A note on effects of rational bubble on portfolios
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4. Concluding remarks

This paper highlights bubble asset and, the wealth effects and price effects on the demand of both
the bubble asset and the bubble free asset are all captured. Interesting, we argue that the bubble free
asset may act as inferior goods and performs Giffen behavior. The result can help investors to
recognize bubble assets and bubble free assets more scientifically. These theoretic conclusions are
consistent with those in Kubler et al. [9]. Compared with Kubler et al. [9], this paper highlights
bubble asset while Kubler et al. [9] focuses on risk asset. Moreover, this paper induces inferior goods
and Giffen behavior under general situation. Certainly, some limitations also exist. For example, this
paper does not consider the problem of asset pricing. Besides, empirical support may help a lot to our
theoretical conclusions if empirical data can be collected. How to choose best asset portfolios
between bubble free assets and bubble assets is also an important issue. These topics may be further
studied in the future.
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