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In this project, | have analyzed the effect of uninsurable consumption risk
on asset returns in an intertemporal general equilibrium model. I have conducted empirical analysis
by utilizing UK household survey dataset. Unlike Constantinides and Ghosh(2017), this project put an

assumption on the consumption level instead of consumption growth rate and derived an analytical
formula for asset returns without any approximation. As a result, I was able to construct a model
with a relatively few parameters that perfoms better than the model in the above artcile if 1 judge
the model performance by the difference between the number of matched moments and the free
parameters. Duirng the one year extension, | did some simulation analysis in order to overcome the
limination of this project in the sense it is hard to extend the model in any direction if we want
to keeo the analytical solution.
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