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Abstract

The equity premium is the difference in returns between equities and fixed income
securities, such as Treasury bills. The puzzle refers to the fact that the premium has
historically been very large-about 6 percent per year-too large to be easily explained
by risk aversion. The authors document the evidence for the puzzle and find that is
exists in many countries, over long time periods, and does not seem to be explained by
survivorship bias. They also summarize several theoretical explanations. The authors
conclude that it is difficult to explain the equity premium without incorporating some
kind of irrationality.

Citation

Siegel, Jeremy J., and Richard H. Thaler. 1997. "Anomalies: The Equity Premium
Puzzle." Journal of Economic Perspectives, 11 (1): 191-200.

This website uses cookies.

By clicking the "Accept” button or continuing to browse our site, you agree to first-party and session-only cookies
being stored on your device to enhance site navigation and analyze site performance and traffic. For more
information on our use of cookies, please see our Privacy Policy.


https://www.aeaweb.org/
https://www.aeaweb.org/articles/pdf/doi/10.1257/jep.11.1.191
https://www.aeaweb.org/privacypolicy

JEL Classitication

G12 Asset Pricing; Trading volume; Bond Interest Rates

Find us on Facebook and X (formerly Twitter).

ﬁ @AEAJournals X @AEAJournals X @AEAInformation X @ASSAMeeting

X @JOE listings

Copyright 2024 American Economic Association. All rights reserved.

Terms of Use & Privacy Policy

This website uses cookies.

By clicking the "Accept” button or continuing to browse our site, you agree to first-party and session-only cookies
being stored on your device to enhance site navigation and analyze site performance and traffic. For more
information on our use of cookies, please see our Privacy Policy.


https://www.aeaweb.org/terms-of-service/site
https://www.aeaweb.org/privacypolicy
https://www.facebook.com/AEAjournals/
https://twitter.com/AEAJournals
https://twitter.com/AEAInformation
https://twitter.com/ASSAMeeting
https://twitter.com/JOE_listings
https://www.aeaweb.org/privacypolicy

