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The capital asset pricing model (CAPM) states that assets are priced commensurate with a trade-o�
between undiversi�able risk and expectations of return. The model underpins the status of
academic �nance, as well as the belief that asset pricing is an appropriate subject for economic
study. Notwithstanding, our �ndings imply that in adhering to the CAPM we are choosing to
encounter the market on our own terms of rationality, rather than the market's.
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