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ADRIEN VERDELHAN

This paper presents a model that reproduces the uncovered interest rate parity puzzle. Investors
have preferences with external habits. Countercyclical risk premia and procyclical real interest
rates arise endogenously. During bad times at home, when domestic consumption is close to the
habit level, the representative investor is very risk averse. When the domestic investor is more risk
averse than her foreign counterpart, the exchange rate is closely tied to domestic consumption
growth shocks. The domestic investor therefore expects a positive currency excess return. Because
interest rates are low in bad times, expected currency excess returns increase with interest rate
di�erentials.

Web of Science® Google Scholar

Web of Science® Google Scholar

Web of Science® Google Scholar

Google Scholar

This website utilizes technologies such as cookies to enable essential site functionality, as well as for
analytics, personalization, and targeted advertising. You may change your settings at any time or accept
the default settings. You may close this banner to continue with only essential cookies. Privacy Policy

Manage Preferences

Accept All

Reject Non-Essential

https://onlinelibrary.wiley.com/journal/15406261
https://onlinelibrary.wiley.com/toc/15406261/2010/65/1
https://doi.org/10.1111/j.1540-6261.2009.01525.x
https://onlinelibrary.wiley.com/authored-by/VERDELHAN/ADRIEN
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=WOS%3AA1990DA38900008&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=e_1_2_7_2_1%3AISI&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D80%26publication_year%3D1990%26pages%3D38-42%26journal%3DAmerican%2BEconomic%2BReview%26author%3DAndrew%2BB.%2BAbel%26title%3DAsset%2Bprices%2Bunder%2Bhabit%2Bformation%2Band%2Bcatching%2Bup%2Bwith%2Bthe%2BJoneses&doi=10.1111%2Fj.1540-6261.2009.01525.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=000266981300001&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.1111%2Fj.1467-937X.2009.00537.x&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D76%26publication_year%3D2009%26pages%3D851-878%26journal%3DReview%2Bof%2BEconomic%2BStudies%26author%3DFernando%2BAlvarez%26author%3DAndy%2BAtkeson%26author%3DPatrick%2BKehoe%26title%3DTime%25E2%2580%2590varying%2Brisk%252C%2Binterest%2Brates%2Band%2Bexchange%2Brates%2Bin%2Bgeneral%2Bequilibrium&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.1111%2Fj.1467-937X.2009.00537.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=WOS%3A000254606700009&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.1111%2Fj.1540-6261.2008.01332.x&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D63%26publication_year%3D2008%26pages%3D797-849%26journal%3DJournal%2Bof%2BFinance%26author%3DAndrew%2BAng%26author%3DGeert%2BBekaert%26author%3DMin%2BWei%26title%3DThe%2Bterm%2Bstructure%2Bof%2Breal%2Brates%2Band%2Bexpected%2Binflation&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.1111%2Fj.1540-6261.2008.01332.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D2009%26journal%3DAmerican%2BEconomic%2BReview%252C%2Bforthcoming%26author%3DPhilippe%2BBacchetta%26author%3DEric%2BVan%2BWincoop%26title%3DInfrequent%2Bportfolio%2Bdecisions%253A%2BA%2Bsolution%2Bto%2Bthe%2Bforward%2Bdiscount%2Bpuzzle&doi=10.1111%2Fj.1540-6261.2009.01525.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://www.wiley.com/privacy


Backus, David, Silverio Foresi, and Chris Telmer, 2001, A�ne term structure models and the forward premium
anomaly, Journal of Finance 56, 279–304.

Backus, David, and Gregor Smith, 1993, Consumption and real exchange rates in dynamic economies with non-
traded goods, Journal of International Economics 35, 297–316.

Bansal, Ravi, and Ivan Shaliastovich, 2008, A long-run risks explanation of predictability puzzles in bond and
currency markets, Working paper, Duke University .

Bansal, Ravi, and Amir Yaron, 2004, Risks for the long run: A potential resolution of asset pricing puzzles,
Journal of Finance 59, 1481–1509.

Benigno, Gianluca, and Christoph Thoenissen, 2008, Consumption and real exchange rates with incomplete
markets and non-traded goods, Journal of International Money and Finance 27, 926–948.

Boldrin, Michele, Lawrence J. Christiano, and Jonas D.M. Fisher, 2001, Habit persistence, asset returns and the
business cycle, American Economic Review 91, 149–166.

Brandt, Michael W., John Cochrane, and Pedro Santa-Clara, 2006, International risk-sharing is better than you
think, or exchange rates are too smooth, Journal of Monetary Economics 53, 671–698.

Buraschi, Andrea, and Alexei Jiltsov, 2007, Habit formation and macro-models of the term structure of interest
rates, Journal of Finance 62, 3009–3063.

Campbell, John Y., and John H. Cochrane, 1995, By force of habit: A consumption-based explanation of
aggregate stock market behavior, Working paper NBER No 4995.

Web of Science® Google Scholar

Web of Science® Google Scholar

Google Scholar

Web of Science® Google Scholar

Web of Science® Google Scholar

Web of Science® Google Scholar

Web of Science® Google Scholar

Web of Science® Google Scholar

This website utilizes technologies such as cookies to enable essential site functionality, as well as for
analytics, personalization, and targeted advertising. You may change your settings at any time or accept
the default settings. You may close this banner to continue with only essential cookies. Privacy Policy

Manage Preferences

Accept All

Reject Non-Essential

https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=000166995900008&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.1111%2F0022-1082.00325&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D56%26publication_year%3D2001%26pages%3D279-304%26journal%3DJournal%2Bof%2BFinance%26author%3DDavid%2BBackus%26author%3DSilverio%2BForesi%26author%3DChris%2BTelmer%26title%3DAffine%2Bterm%2Bstructure%2Bmodels%2Band%2Bthe%2Bforward%2Bpremium%2Banomaly&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.1111%2F0022-1082.00325&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=A1993MH60000005&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.1016%2F0022-1996%2893%2990021-O&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D35%26publication_year%3D1993%26pages%3D297-316%26journal%3DJournal%2Bof%2BInternational%2BEconomics%26author%3DDavid%2BBackus%26author%3DGregor%2BSmith%26title%3DConsumption%2Band%2Breal%2Bexchange%2Brates%2Bin%2Bdynamic%2Beconomies%2Bwith%2Bnon%25E2%2580%2590traded%2Bgoods&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.1016%2F0022-1996%2893%2990021-O&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250ABansal%252C%2BRavi%252C%2Band%250AIvan%2BShaliastovich%252C%2B2008%252C%2BA%2Blong%25E2%2580%2590run%2Brisks%2Bexplanation%2Bof%2Bpredictability%2Bpuzzles%2Bin%2Bbond%2Band%2Bcurrency%2Bmarkets%252C%2BWorking%2Bpaper%252C%250A%2BDuke%2BUniversity%250A%2B.%250A&doi=10.1111%2Fj.1540-6261.2009.01525.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=WOS%3A000223171800002&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.1111%2Fj.1540-6261.2004.00670.x&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D59%26publication_year%3D2004%26pages%3D1481-1509%26journal%3DJournal%2Bof%2BFinance%26author%3DRavi%2BBansal%26author%3DAmir%2BYaron%26title%3DRisks%2Bfor%2Bthe%2Blong%2Brun%253A%2BA%2Bpotential%2Bresolution%2Bof%2Basset%2Bpricing%2Bpuzzles&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.1111%2Fj.1540-6261.2004.00670.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=000259460800005&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.1016%2Fj.jimonfin.2008.04.008&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D27%26publication_year%3D2008%26pages%3D926-948%26journal%3DJournal%2Bof%2BInternational%2BMoney%2Band%2BFinance%26author%3DGianluca%2BBenigno%26author%3DChristoph%2BThoenissen%26title%3DConsumption%2Band%2Breal%2Bexchange%2Brates%2Bwith%2Bincomplete%2Bmarkets%2Band%2Bnon%25E2%2580%2590traded%2Bgoods&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.1016%2Fj.jimonfin.2008.04.008&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=000167793400007&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.1257%2Faer.91.1.149&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D91%26publication_year%3D2001%26pages%3D149-166%26journal%3DAmerican%2BEconomic%2BReview%26author%3DMichele%2BBoldrin%26author%3DLawrence%2BJ.%2BChristiano%26author%3DJonas%2BD.M.%2BFisher%26title%3DHabit%2Bpersistence%252C%2Basset%2Breturns%2Band%2Bthe%2Bbusiness%2Bcycle&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.1257%2Faer.91.1.149&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=000238551500002&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.1016%2Fj.jmoneco.2005.02.004&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D53%26publication_year%3D2006%26pages%3D671-698%26journal%3DJournal%2Bof%2BMonetary%2BEconomics%26author%3DMichael%2BW.%2BBrandt%26author%3DJohn%2BCochrane%26author%3DPedro%2BSanta%25E2%2580%2590Clara%26title%3DInternational%2Brisk%25E2%2580%2590sharing%2Bis%2Bbetter%2Bthan%2Byou%2Bthink%252C%2Bor%2Bexchange%2Brates%2Bare%2Btoo%2Bsmooth&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.1016%2Fj.jmoneco.2005.02.004&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=000251251600014&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.1111%2Fj.1540-6261.2007.01299.x&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D62%26publication_year%3D2007%26pages%3D3009-3063%26journal%3DJournal%2Bof%2BFinance%26author%3DAndrea%2BBuraschi%26author%3DAlexei%2BJiltsov%26title%3DHabit%2Bformation%2Band%2Bmacro%25E2%2580%2590models%2Bof%2Bthe%2Bterm%2Bstructure%2Bof%2Binterest%2Brates&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.1111%2Fj.1540-6261.2007.01299.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://www.wiley.com/privacy


Campbell, John Y., and John H. Cochrane, 1999, By force of habit: A consumption-based explanation of
aggregate stock market behavior, Journal of Political Economy 107, 205–251.

Campbell, John Y., and Motohiro Yogo, 2006, E�cient tests of stock return predictability, Journal of Financial

Economics 81, 27–60.

Chan, Yeung Lewis, and Leonid Kogan, 2002, Catching up with the Joneses: Heterogeneous preferences and the
dynamics of asset prices, Journal of Political Economy 110, 1255–1285.

Chari, V. V., Patrick J. Kehoe, and Ellen R. McGrattan, 2002, Can sticky price models generate volatile and
persistent real exchange rates Review of Economic Studies 69, 533–564.

Chen, Xiaohong, and Sydney C. Ludvigson, 2009, Land of addicts? An empirical investigation of habit-based
asset pricing models, Journal of Applied Econometrics 24, 1057–1093.

Clarida, Richard, Jordi Gali, and Mark Gertler, 2000, Monetary policy rules and macroeconomic stability:
Evidence and some theory, Quarterly Journal of Economics 115, 147–180.

Cochrane, John H., and Monika Piazzesi, 2008, Decomposing the yield curve, Working paper, University of
Chicago .

Colacito, Riccardo, 2006, Risks for the long run: An explanation of international �nance puzzles, Working paper,
New York University .

Google Scholar

Web of Science® Google Scholar

Web of Science® Google Scholar

Web of Science® Google Scholar

Web of Science® Google Scholar

Web of Science® Google Scholar

Web of Science® Google Scholar

Google Scholar

Google Scholar

This website utilizes technologies such as cookies to enable essential site functionality, as well as for
analytics, personalization, and targeted advertising. You may change your settings at any time or accept
the default settings. You may close this banner to continue with only essential cookies. Privacy Policy

Manage Preferences

Accept All

Reject Non-Essential

https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250ACampbell%252C%2BJohn%2BY.%252C%2Band%250AJohn%2BH.%2BCochrane%252C%2B1995%252C%2BBy%2Bforce%2Bof%2Bhabit%253A%2BA%2Bconsumption%25E2%2580%2590based%2Bexplanation%2Bof%2Baggregate%2Bstock%2Bmarket%2Bbehavior%252C%2BWorking%2Bpaper%2BNBER%2BNo%2B4995.%250A&doi=10.1111%2Fj.1540-6261.2009.01525.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=WOS%3A000079362800001&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.1086%2F250059&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D107%26publication_year%3D1999%26pages%3D205-251%26journal%3DJournal%2Bof%2BPolitical%2BEconomy%26author%3DJohn%2BY.%2BCampbell%26author%3DJohn%2BH.%2BCochrane%26title%3DBy%2Bforce%2Bof%2Bhabit%253A%2BA%2Bconsumption%25E2%2580%2590based%2Bexplanation%2Bof%2Baggregate%2Bstock%2Bmarket%2Bbehavior&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.1086%2F250059&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=WOS%3A000238816400002&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.1016%2Fj.jfineco.2005.05.008&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D81%26publication_year%3D2006%26pages%3D27-60%26journal%3DJournal%2Bof%2BFinancial%2BEconomics%26author%3DJohn%2BY.%2BCampbell%26author%3DMotohiro%2BYogo%26title%3DEfficient%2Btests%2Bof%2Bstock%2Breturn%2Bpredictability&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.1016%2Fj.jfineco.2005.05.008&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=000179392000003&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.1086%2F342806&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D110%26publication_year%3D2002%26pages%3D1255-1285%26journal%3DJournal%2Bof%2BPolitical%2BEconomy%26author%3DYeung%2BLewis%2BChan%26author%3DLeonid%2BKogan%26title%3DCatching%2Bup%2Bwith%2Bthe%2BJoneses%253A%2BHeterogeneous%2Bpreferences%2Band%2Bthe%2Bdynamics%2Bof%2Basset%2Bprices&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.1086%2F342806&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=000178065800002&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.1111%2F1467-937X.00216&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D69%26publication_year%3D2002%26pages%3D533-564%26journal%3DReview%2Bof%2BEconomic%2BStudies%26author%3DV.%2BV.%2BChari%26author%3DPatrick%2BJ.%2BKehoe%26author%3DEllen%2BR.%2BMcGrattan%26title%3DCan%2Bsticky%2Bprice%2Bmodels%2Bgenerate%2Bvolatile%2Band%2Bpersistent%2Breal%2Bexchange%2Brates&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.1111%2F1467-937X.00216&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=000271514300001&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.1002%2Fjae.1091&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D24%26publication_year%3D2009%26pages%3D1057-1093%26journal%3DJournal%2Bof%2BApplied%2BEconometrics%26author%3DXiaohong%2BChen%26author%3DSydney%2BC.%2BLudvigson%26title%3DLand%2Bof%2Baddicts%253F%2BAn%2Bempirical%2Binvestigation%2Bof%2Bhabit%25E2%2580%2590based%2Basset%2Bpricing%2Bmodels&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.1002%2Fjae.1091&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=WOS%3A000085761200004&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.1162%2F003355300554692&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D115%26publication_year%3D2000%26pages%3D147-180%26journal%3DQuarterly%2BJournal%2Bof%2BEconomics%26author%3DRichard%2BClarida%26author%3DJordi%2BGali%26author%3DMark%2BGertler%26title%3DMonetary%2Bpolicy%2Brules%2Band%2Bmacroeconomic%2Bstability%253A%2BEvidence%2Band%2Bsome%2Btheory&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.1162%2F003355300554692&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250ACochrane%252C%2BJohn%2BH.%252C%2Band%250AMonika%2BPiazzesi%252C%2B2008%252C%2BDecomposing%2Bthe%2Byield%2Bcurve%252C%2BWorking%2Bpaper%252C%250A%2BUniversity%2Bof%2BChicago%250A%2B.%250A&doi=10.1111%2Fj.1540-6261.2009.01525.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250AColacito%252C%2BRiccardo%252C%2B2006%252C%2BRisks%2Bfor%2Bthe%2Blong%2Brun%253A%2BAn%2Bexplanation%2Bof%2Binternational%2Bfinance%2Bpuzzles%252C%2BWorking%2Bpaper%252C%250A%2BNew%2BYork%2BUniversity%250A%2B.%250A&doi=10.1111%2Fj.1540-6261.2009.01525.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://www.wiley.com/privacy


Constantinides, George M., 1990, Habit formation: A resolution of the equity premium puzzle, Journal of

Political Economy 98, 519–543.

Corsetti, Giancarlo, Luca Dedola, and Sylvain Leduc, 2008, International risk sharing and the transmission of
productivity shocks, Review of Economic Studies 75, 443–473.

Cox, John C., Jonathan E. Ingersoll, and Stephen A. Ross, 1985, A theory of the term structure of interest rates,
Econometrica 53, 385–408.

Dostey, Michael, Carl Lantz, and Brian Scholl, 2003, The behavior of the real rate of interest, Journal of Money,

Credit and Banking 35, 91–110.

Epstein, Larry G., and Stanley Zin, 1989, Substitution, risk aversion and the temporal behavior of consumption
and asset returns: A theoretical framework, Econometrica 57, 937–969.

Evans, Martin, 1998, Real rates, expected in�ation and in�ation risk premia, Journal of Finance 53, 187–218.

Fama, Eugene, 1984, Forward and spot exchange rates, Journal of Monetary Economics 14, 319–338.

Fama, Eugene F., and Kenneth R. French, 1993, Common risk factors in the returns on stocks and bonds,
Journal of Financial Economics 33, 3–56.

Fama, Eugene F., and G. William Schwert, 1977, Asset returns and in�ation, Journal of Financial Economics 5,
115–146.

Web of Science® Google Scholar

Web of Science® Google Scholar

Web of Science® Google Scholar

Web of Science® Google Scholar

Web of Science® Google Scholar

Web of Science® Google Scholar

Web of Science® Google Scholar

Web of Science® Google Scholar

Web of Science® Google Scholar

This website utilizes technologies such as cookies to enable essential site functionality, as well as for
analytics, personalization, and targeted advertising. You may change your settings at any time or accept
the default settings. You may close this banner to continue with only essential cookies. Privacy Policy

Manage Preferences

Accept All

Reject Non-Essential

https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=WOS%3AA1990DE56700004&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.1086%2F261693&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D98%26publication_year%3D1990%26pages%3D519-543%26journal%3DJournal%2Bof%2BPolitical%2BEconomy%26author%3DGeorge%2BM.%2BConstantinides%26title%3DHabit%2Bformation%253A%2BA%2Bresolution%2Bof%2Bthe%2Bequity%2Bpremium%2Bpuzzle&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.1086%2F261693&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=000253712000005&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.1111%2Fj.1467-937X.2008.00475.x&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D75%26publication_year%3D2008%26pages%3D443-473%26journal%3DReview%2Bof%2BEconomic%2BStudies%26author%3DGiancarlo%2BCorsetti%26author%3DLuca%2BDedola%26author%3DSylvain%2BLeduc%26title%3DInternational%2Brisk%2Bsharing%2Band%2Bthe%2Btransmission%2Bof%2Bproductivity%2Bshocks&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.1111%2Fj.1467-937X.2008.00475.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=WOS%3AA1985ADG1800008&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.2307%2F1911242&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D53%26publication_year%3D1985%26pages%3D385-408%26journal%3DEconometrica%26author%3DJohn%2BC.%2BCox%26author%3DJonathan%2BE.%2BIngersoll%26author%3DStephen%2BA.%2BRoss%26title%3DA%2Btheory%2Bof%2Bthe%2Bterm%2Bstructure%2Bof%2Binterest%2Brates&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.2307%2F1911242&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=000180711400005&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.1353%2Fmcb.2003.0003&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D35%26publication_year%3D2003%26pages%3D91-110%26journal%3DJournal%2Bof%2BMoney%252C%2BCredit%2Band%2BBanking%26author%3DMichael%2BDostey%26author%3DCarl%2BLantz%26author%3DBrian%2BScholl%26title%3DThe%2Bbehavior%2Bof%2Bthe%2Breal%2Brate%2Bof%2Binterest&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.1353%2Fmcb.2003.0003&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=WOS%3AA1989AG08300008&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.2307%2F1913778&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D57%26publication_year%3D1989%26pages%3D937-969%26journal%3DEconometrica%26author%3DLarry%2BG.%2BEpstein%26author%3DStanley%2BZin%26title%3DSubstitution%252C%2Brisk%2Baversion%2Band%2Bthe%2Btemporal%2Bbehavior%2Bof%2Bconsumption%2Band%2Basset%2Breturns%253A%2BA%2Btheoretical%2Bframework&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.2307%2F1913778&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=000071994700007&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.1111%2F0022-1082.75591&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D53%26publication_year%3D1998%26pages%3D187-218%26journal%3DJournal%2Bof%2BFinance%26author%3DMartin%2BEvans%26title%3DReal%2Brates%252C%2Bexpected%2Binflation%2Band%2Binflation%2Brisk%2Bpremia&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.1111%2F0022-1082.75591&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=WOS%3AA1984TY44800003&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.1016%2F0304-3932%2884%2990046-1&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D14%26publication_year%3D1984%26pages%3D319-338%26journal%3DJournal%2Bof%2BMonetary%2BEconomics%26author%3DEugene%2BFama%26title%3DForward%2Band%2Bspot%2Bexchange%2Brates&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.1016%2F0304-3932%2884%2990046-1&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=WOS%3AA1993LD00800001&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.1016%2F0304-405X%2893%2990023-5&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D33%26publication_year%3D1993%26pages%3D3-56%26journal%3DJournal%2Bof%2BFinancial%2BEconomics%26author%3DEugene%2BF.%2BFama%26author%3DKenneth%2BR.%2BFrench%26title%3DCommon%2Brisk%2Bfactors%2Bin%2Bthe%2Breturns%2Bon%2Bstocks%2Band%2Bbonds&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.1016%2F0304-405X%2893%2990023-5&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=WOS%3AA1977ES83600001&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.1016%2F0304-405X%2877%2990014-9&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D5%26publication_year%3D1977%26pages%3D115-146%26journal%3DJournal%2Bof%2BFinancial%2BEconomics%26author%3DEugene%2BF.%2BFama%26author%3DG.%2BWilliam%2BSchwert%26title%3DAsset%2Breturns%2Band%2Binflation&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.1016%2F0304-405X%2877%2990014-9&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://www.wiley.com/privacy


Farhi, Emmanuel, and Xavier Gabaix, 2008, Rare disasters and exchange rates: A theory of the forward
premium puzzle, Working paper, Harvard University .

Frachot, Antoine, 1996, A reexamination of the uncovered interest rate parity hypothesis, Journal of

International Money and Finance 15, 419–437.

Gomez, Juan-Pedro, Richard Priestley, and Fernando Zapatero, 2006, An international CAPM with consumption
externalities and non-�nancial wealth, Working paper, University of Southern California .

Hansen, Lars Peter, 1982, Large sample properties of generalized method of moments estimators,
Econometrica 50, 1029–1054.

Hansen, Lars Peter, John Heaton, and Amir Yaron, 1996, Finite-sample properties of some alternative GMM
estimators, Journal of Business and Economic Statistics 96, 262–280.

Hansen, Lars Peter, and Robert J. Hodrick, 1980, Forward exchange rates as optimal predictors of future spot
rates: An econometric analysis, Journal of Political Economy 88, 829–853.

Hansen, Lars Peter, and R. Jagannathan, 1991, Implications of security markets data for models of dynamic
economies, Journal of Political Economy 99, 252–262.

Harvey, Campbell R., 1989, Time-varying conditional covariances in tests of asset pricing models, Journal of

Financial Economics 24, 289–317.

Holli�eld, Burton, and Amir Yaron, 2003, The foreign exchange risk premium: Real and nominal factors,
Working paper, Wharton .

Google Scholar

Web of Science® Google Scholar

Google Scholar

CAS Web of Science® Google Scholar

Google Scholar

Web of Science® Google Scholar

Web of Science® Google Scholar

Web of Science® Google Scholar

Google Scholar

This website utilizes technologies such as cookies to enable essential site functionality, as well as for
analytics, personalization, and targeted advertising. You may change your settings at any time or accept
the default settings. You may close this banner to continue with only essential cookies. Privacy Policy

Manage Preferences

Accept All

Reject Non-Essential

https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250AFarhi%252C%2BEmmanuel%252C%2Band%250AXavier%2BGabaix%252C%2B2008%252C%2BRare%2Bdisasters%2Band%2Bexchange%2Brates%253A%2BA%2Btheory%2Bof%2Bthe%2Bforward%2Bpremium%2Bpuzzle%252C%2BWorking%2Bpaper%252C%250A%2BHarvard%2BUniversity%250A%2B.%250A&doi=10.1111%2Fj.1540-6261.2009.01525.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=A1996UU62100005&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.1016%2F0261-5606%2896%2900008-3&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D15%26publication_year%3D1996%26pages%3D419-437%26journal%3DJournal%2Bof%2BInternational%2BMoney%2Band%2BFinance%26author%3DAntoine%2BFrachot%26title%3DA%2Breexamination%2Bof%2Bthe%2Buncovered%2Binterest%2Brate%2Bparity%2Bhypothesis&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.1016%2F0261-5606%2896%2900008-3&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250AGomez%252C%2BJuan%25E2%2580%2590Pedro%252C%250ARichard%2BPriestley%252C%2Band%250AFernando%2BZapatero%252C%2B2006%252C%2BAn%2Binternational%2BCAPM%2Bwith%2Bconsumption%2Bexternalities%2Band%2Bnon%25E2%2580%2590financial%2Bwealth%252C%2BWorking%2Bpaper%252C%250A%2BUniversity%2Bof%2BSouthern%2BCalifornia%250A%2B.%250A&doi=10.1111%2Fj.1540-6261.2009.01525.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=32&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=1%3ACAS%3A528%3ADyaL38XlvFChs7o%253D&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.2307%2F1912775&linkType=COI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=WOS%3AA1982NW70600010&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.2307%2F1912775&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D50%26publication_year%3D1982%26pages%3D1029-1054%26journal%3DEconometrica%26author%3DLars%2BPeter%2BHansen%26title%3DLarge%2Bsample%2Bproperties%2Bof%2Bgeneralized%2Bmethod%2Bof%2Bmoments%2Bestimators&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.2307%2F1912775&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D96%26publication_year%3D1996%26pages%3D262-280%26journal%3DJournal%2Bof%2BBusiness%2Band%2BEconomic%2BStatistics%26author%3DLars%2BPeter%2BHansen%26author%3DJohn%2BHeaton%26author%3DAmir%2BYaron%26title%3DFinite%25E2%2580%2590sample%2Bproperties%2Bof%2Bsome%2Balternative%2BGMM%2Bestimators&doi=10.1111%2Fj.1540-6261.2009.01525.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=WOS%3AA1980KR06300001&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.1086%2F260910&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D88%26publication_year%3D1980%26pages%3D829-853%26journal%3DJournal%2Bof%2BPolitical%2BEconomy%26author%3DLars%2BPeter%2BHansen%26author%3DRobert%2BJ.%2BHodrick%26title%3DForward%2Bexchange%2Brates%2Bas%2Boptimal%2Bpredictors%2Bof%2Bfuture%2Bspot%2Brates%253A%2BAn%2Beconometric%2Banalysis&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.1086%2F260910&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=A1991FF02000001&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.1086%2F261749&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D99%26publication_year%3D1991%26pages%3D252-262%26journal%3DJournal%2Bof%2BPolitical%2BEconomy%26author%3DLars%2BPeter%2BHansen%26author%3DR.%2BJagannathan%26title%3DImplications%2Bof%2Bsecurity%2Bmarkets%2Bdata%2Bfor%2Bmodels%2Bof%2Bdynamic%2Beconomies&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.1086%2F261749&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=WOS%3AA1989DE56200003&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.1016%2F0304-405X%2889%2990049-4&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D24%26publication_year%3D1989%26pages%3D289-317%26journal%3DJournal%2Bof%2BFinancial%2BEconomics%26author%3DCampbell%2BR.%2BHarvey%26title%3DTime%25E2%2580%2590varying%2Bconditional%2Bcovariances%2Bin%2Btests%2Bof%2Basset%2Bpricing%2Bmodels&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.1016%2F0304-405X%2889%2990049-4&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250AHollifield%252C%2BBurton%252C%2Band%250AAmir%2BYaron%252C%2B2003%252C%2BThe%2Bforeign%2Bexchange%2Brisk%2Bpremium%253A%2BReal%2Band%2Bnominal%2Bfactors%252C%2BWorking%2Bpaper%252C%250A%2BWharton%250A%2B.%250A&doi=10.1111%2Fj.1540-6261.2009.01525.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://www.wiley.com/privacy


Jermann, Urban J., 1998, Asset pricing in production economies, Journal of Monetary Economics 41, 257–275.

Lettau, Martin, and Sydney Ludvigson, 2009, Measuring and modeling variation in the risk-return tradeo�, in
Yacine Ait-Sahalia and Lars Peter Hansen, eds. Handbook of Financial Econometrics (Elsevier, North Holland
).

Lettau, Martin, and Harald Uhlig, 2000, Can habit formation be reconciled with business cycle facts Review of

Economic Dynamics 3, 79–99.

Lettau, Martin, and Stijn Van Nieuwerburgh, 2008, Reconciling the return predictability evidence, Review of

Financial Studies 21, 1607–1652.

Ljungqvist, Lars, and Harald Uhlig, 2003, Optimal endowment destruction under Campbell-Cochrane habit
formation, Working paper, Stockholm School of Economics .

Lustig, Hanno, and Adrien Verdelhan, 2007, The cross-section of foreign currency risk premia and consumption
growth risk, American Economic Review 97, 89–117.

Mehra, Rajnish, and Edward Prescott, 1985, The equity premium: A puzzle, Journal of Monetary Economics

15, 145–161.

Menzli, Lior, Tano Santos, and Pietro Veronesi, 2004, Understanding predictability, Journal of Political

Economy 112, 1–48.

Nelson, C.R., and A.F. Siegel, 1987, Parsimonious modeling of yield curves, Journal of Business 60, 473–489.

Goog e Sc o a

Web of Science® Google Scholar

Google Scholar

Web of Science® Google Scholar

Web of Science® Google Scholar

Google Scholar

Web of Science® Google Scholar

Web of Science® Google Scholar

Web of Science® Google Scholar

This website utilizes technologies such as cookies to enable essential site functionality, as well as for
analytics, personalization, and targeted advertising. You may change your settings at any time or accept
the default settings. You may close this banner to continue with only essential cookies. Privacy Policy

Manage Preferences

Accept All

Reject Non-Essential

https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250AHollifield%252C%2BBurton%252C%2Band%250AAmir%2BYaron%252C%2B2003%252C%2BThe%2Bforeign%2Bexchange%2Brisk%2Bpremium%253A%2BReal%2Band%2Bnominal%2Bfactors%252C%2BWorking%2Bpaper%252C%250A%2BWharton%250A%2B.%250A&doi=10.1111%2Fj.1540-6261.2009.01525.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=WOS%3A000072631700002&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.1016%2FS0304-3932%2897%2900078-0&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D41%26publication_year%3D1998%26pages%3D257-275%26journal%3DJournal%2Bof%2BMonetary%2BEconomics%26author%3DUrban%2BJ.%2BJermann%26title%3DAsset%2Bpricing%2Bin%2Bproduction%2Beconomies&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.1016%2FS0304-3932%2897%2900078-0&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D2009%26author%3DMartin%2BLettau%26author%3DSydney%2BLudvigson%26title%3DHandbook%2Bof%2BFinancial%2BEconometrics&doi=10.1111%2Fj.1540-6261.2009.01525.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=000447582500003&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.1006%2Fredy.1998.0035&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D3%26publication_year%3D2000%26pages%3D79-99%26journal%3DReview%2Bof%2BEconomic%2BDynamics%26author%3DMartin%2BLettau%26author%3DHarald%2BUhlig%26title%3DCan%2Bhabit%2Bformation%2Bbe%2Breconciled%2Bwith%2Bbusiness%2Bcycle%2Bfacts&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.1006%2Fredy.1998.0035&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=WOS%3A000258331400006&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.1093%2Frfs%2Fhhm074&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D21%26publication_year%3D2008%26pages%3D1607-1652%26journal%3DReview%2Bof%2BFinancial%2BStudies%26author%3DMartin%2BLettau%26author%3DStijn%2BVan%2BNieuwerburgh%26title%3DReconciling%2Bthe%2Breturn%2Bpredictability%2Bevidence&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.1093%2Frfs%2Fhhm074&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250ALjungqvist%252C%2BLars%252C%2Band%250AHarald%2BUhlig%252C%2B2003%252C%2BOptimal%2Bendowment%2Bdestruction%2Bunder%2BCampbell%25E2%2580%2590Cochrane%2Bhabit%2Bformation%252C%2BWorking%2Bpaper%252C%250A%2BStockholm%2BSchool%2Bof%2BEconomics%250A%2B.%250A&doi=10.1111%2Fj.1540-6261.2009.01525.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=000245608000004&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.1257%2Faer.97.1.89&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D97%26publication_year%3D2007%26pages%3D89-117%26journal%3DAmerican%2BEconomic%2BReview%26author%3DHanno%2BLustig%26author%3DAdrien%2BVerdelhan%26title%3DThe%2Bcross%25E2%2580%2590section%2Bof%2Bforeign%2Bcurrency%2Brisk%2Bpremia%2Band%2Bconsumption%2Bgrowth%2Brisk&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.1257%2Faer.97.1.89&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=WOS%3AA1985AGB1900001&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.1016%2F0304-3932%2885%2990061-3&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D15%26publication_year%3D1985%26pages%3D145-161%26journal%3DJournal%2Bof%2BMonetary%2BEconomics%26author%3DRajnish%2BMehra%26author%3DEdward%2BPrescott%26title%3DThe%2Bequity%2Bpremium%253A%2BA%2Bpuzzle&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.1016%2F0304-3932%2885%2990061-3&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=000188953900001&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.1086%2F379934&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D112%26publication_year%3D2004%26pages%3D1-48%26journal%3DJournal%2Bof%2BPolitical%2BEconomy%26author%3DLior%2BMenzli%26author%3DTano%2BSantos%26author%3DPietro%2BVeronesi%26title%3DUnderstanding%2Bpredictability&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.1086%2F379934&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://www.wiley.com/privacy


Piazzesi, Monika, and Martin Schneider, 2006, Equilibrium yield curves, NBER Macroeconomics Annual 21,
389–442.

Shore, Stephen H., and Joshua S. White, 2003, External habit formation and the home bias puzzle, Working
paper, University of Pennsylvania .

Stock, James H., and Mark W. Watson, 1999, Business cycle �uctuations in U.S. macroeconomic time series, in
John B. Taylor and Michael Woodford, eds. Handbook of Macroeconomics (Elsevier Science, Amsterdam ).

Sundaresan, Suresh, 1989, Intertemporal dependent preferences and the volatility of consumption and wealth,
Review of Financial Studies 2, 73–88.

Tallarini, Thomas D., and Harold H. Zhang, 2005, External habit and the cyclicality of expected stock returns,
Journal of Business 78, 1023–1048.

Taylor, John B., 1993, Discretion versus policy rules in practice, Carnegie-Rochester Series on Public Policy

39, 195–214.

Wachter, Jessica A., 2005, Solving models with external habit, Finance Research Letters 2, 210–226.

Wachter, Jessica, 2006, A consumption-based model of the term structure of interest rates, Journal of

Financial Economics 79, 365–399.

Web of Science® Google Scholar

Web of Science® Google Scholar

Google Scholar

Web of Science® Google Scholar

Web of Science® Google Scholar

Web of Science® Google Scholar

Google Scholar

Google Scholar

Web of Science® Google Scholar

This website utilizes technologies such as cookies to enable essential site functionality, as well as for
analytics, personalization, and targeted advertising. You may change your settings at any time or accept
the default settings. You may close this banner to continue with only essential cookies. Privacy Policy

Manage Preferences

Accept All

Reject Non-Essential

https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=WOS%3AA1987L016400001&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.1086%2F296409&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D60%26publication_year%3D1987%26pages%3D473-489%26journal%3DJournal%2Bof%2BBusiness%26author%3DC.R.%2BNelson%26author%3DA.F.%2BSiegel%26title%3DParsimonious%2Bmodeling%2Bof%2Byield%2Bcurves&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.1086%2F296409&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=000266811600022&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.1086%2Fma.21.25554958&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D21%26publication_year%3D2006%26pages%3D389-442%26journal%3DNBER%2BMacroeconomics%2BAnnual%26author%3DMonika%2BPiazzesi%26author%3DMartin%2BSchneider%26title%3DEquilibrium%2Byield%2Bcurves&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.1086%2Fma.21.25554958&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250AShore%252C%2BStephen%2BH.%252C%2Band%250AJoshua%2BS.%2BWhite%252C%2B2003%252C%2BExternal%2Bhabit%2Bformation%2Band%2Bthe%2Bhome%2Bbias%2Bpuzzle%252C%2BWorking%2Bpaper%252C%250A%2BUniversity%2Bof%2BPennsylvania%250A%2B.%250A&doi=10.1111%2Fj.1540-6261.2009.01525.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=000081802600012&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.1016%2FS1574-0048%2899%2901004-6&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D1999%26author%3DJames%2BH.%2BStock%26author%3DMark%2BW.%2BWatson%26title%3DHandbook%2Bof%2BMacroeconomics&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.1016%2FS1574-0048%2899%2901004-6&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=000208798900004&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.1093%2Frfs%2F2.1.73&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D2%26publication_year%3D1989%26pages%3D73-88%26journal%3DReview%2Bof%2BFinancial%2BStudies%26author%3DSuresh%2BSundaresan%26title%3DIntertemporal%2Bdependent%2Bpreferences%2Band%2Bthe%2Bvolatility%2Bof%2Bconsumption%2Band%2Bwealth&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.1093%2Frfs%2F2.1.73&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=000230755600010&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.1086%2F429652&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D78%26publication_year%3D2005%26pages%3D1023-1048%26journal%3DJournal%2Bof%2BBusiness%26author%3DThomas%2BD.%2BTallarini%26author%3DHarold%2BH.%2BZhang%26title%3DExternal%2Bhabit%2Band%2Bthe%2Bcyclicality%2Bof%2Bexpected%2Bstock%2Breturns&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.1086%2F429652&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D39%26publication_year%3D1993%26pages%3D195-214%26journal%3DCarnegie-Rochester%2BSeries%2Bon%2BPublic%2BPolicy%26author%3DJohn%2BB.%2BTaylor%26title%3DDiscretion%2Bversus%2Bpolicy%2Brules%2Bin%2Bpractice&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.1016%2F0167-2231%2893%2990009-L&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D2%26publication_year%3D2005%26pages%3D210-226%26journal%3DFinance%2BResearch%2BLetters%26author%3DJessica%2BA.%2BWachter%26title%3DSolving%2Bmodels%2Bwith%2Bexternal%2Bhabit&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.1016%2Fj.frl.2005.08.001&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.2009.01525.x&key=000235329200006&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.2009.01525.x&refDoi=10.1016%2Fj.jfineco.2005.02.004&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D79%26publication_year%3D2006%26pages%3D365-399%26journal%3DJournal%2Bof%2BFinancial%2BEconomics%26author%3DJessica%2BWachter%26title%3DA%2Bconsumption%25E2%2580%2590based%2Bmodel%2Bof%2Bthe%2Bterm%2Bstructure%2Bof%2Binterest%2Brates&doi=10.1111%2Fj.1540-6261.2009.01525.x&doiOfLink=10.1016%2Fj.jfineco.2005.02.004&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://www.wiley.com/privacy


Download PDF

Citing Literature 

ABOUT WILEY ONLINE LIBRARY

Privacy Policy

Terms of Use

About Cookies

Manage Cookies
Accessibility

Wiley Research DE&I Statement and Publishing Policies

HELP & SUPPORT

Contact Us

Training and Support

DMCA & Reporting Piracy

Sitemap

OPPORTUNITIES

Subscription Agents

Advertisers & Corporate Partners

CONNECT WITH WILEY

The Wiley Network

Wiley Press Room

Copyright © 1999-2026 John Wiley & Sons, Inc or related companies. All rights reserved, including rights for text and data mining and training
of arti�cial intelligence technologies or similar technologies.

This website utilizes technologies such as cookies to enable essential site functionality, as well as for
analytics, personalization, and targeted advertising. You may change your settings at any time or accept
the default settings. You may close this banner to continue with only essential cookies. Privacy Policy

Manage Preferences

Accept All

Reject Non-Essential

https://onlinelibrary.wiley.com/doi/pdf/10.1111/j.1540-6261.2009.01525.x
https://www.wiley.com/privacy
https://onlinelibrary.wiley.com/terms-and-conditions
https://onlinelibrary.wiley.com/cookies
https://onlinelibrary.wiley.com/accessibility
https://onlinelibrary.wiley.com/publishing-policies
https://hub.wiley.com/community/support/onlinelibrary
https://www.wiley.com/customer-success/wiley-online-library-training-hub
https://onlinelibrary.wiley.com/dmca-notification-policy
https://onlinelibrary.wiley.com/sitemap
https://onlinelibrary.wiley.com/agents
https://onlinelibrary.wiley.com/advertisers
https://www.wiley.com/network
https://newsroom.wiley.com/
https://www.wiley.com/
https://www.wiley.com/
https://www.wiley.com/privacy

