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dsteiete Lo A3 RZME ARZ BlE FA71E sk H Eaol

54 g
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fel Helx 5= WIS, K, [ 242 ¢ 719 ARaEs £AE Yehdth
RE 1719 AAdugolgtn shu ALAE & IS 1 17198 714 B
Fomm WAl (494) HAFAEE e Zo] & F 9

R =1-6+R, (3)
ZWAZY Adke vizle] ddA ok e v 2

Gt Ky = WH +RE, (4)
fol HelM e 1719 AAUFTES Uekinh gatasst 3 AgE o
AL 7P g web ARHAlE Ay & ) Aiteaet HEA e
S FoIR Ao i
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21 (5) & &anle} A7) Atele] At Aol AAUFY Bl AS onldit), 4]
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Y, = A, F(K;, Hy) (™)

o] AollA A, = t 719 FFA (aggregate) 71E%A 2 YERTL T4 A4

Ay dEYdES v 2k

W, :AtFQ(T(taf[t); Et: AtFl(?(t’}[t) ®
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T AEAES YeRd)
Krusell, Kuruscu and Smith (2002) & 57184 ael&3sle] A gor 47
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2 8= =5Tw A3t 24 (5o vl
u2(0“1_Ht):AF(1_(7H). (12)
u (G, 1—H,) e

ALE] A ApdA oFA e Tt 2Tk
C+K,,,=AFK,H)+(1-0)K, (13)

aoftdl wQe {C. H, K, ) % FRRANE (WL R) & K9

{4} ol FAAR w71 (t=0,1, - - - ,00)ell 2} (§), (10), (11), (12) <} 4]
(13) & Zold & & girk

2. TREFE Sl 17
olAl SAAAANG FHAE Tl B olF f8iA $El= Krusell and
Smith (2003, 2003b) & wetA F-vh2ek A, 2 383, HHE
= 1381 %5 uefdich
THA AT a2 FHE AP sk
Y, =AK,“H (14)
o] AA ae Ao AHREE S Uehdth 7Y 283 e vt 2t
U(Qal_Hf):lqu—’_blOg(l_Hf)v <15>
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WE7HAS ARRAE B A STt el 9HE ZRina 7Pt
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maxu(C,1— H,)+60 ZﬁkEtu(qulekJ_]{tleJrk)}} (24)
subject to
C+K,.,—(1-0K, < A,F(K,H,), (t=0, - - - ,00) (25)

given f(o, {At};x):o

AEIAI ARl dntstd e e WA o)

uw (C.,1—H, ) _
1:95@{ lult(a’l_Hi)“ (1—6+A,F (K, .H_ )

1

(g_l)cﬁ( 1+1’At+1)”’ <26>

AL A AL BAl2] 23 dlE Fa7] flal dolAe} s AR g8 2
gaola, Adekee F-vEEts dEHE 7R A7PEAE 6= 10l shak
ARIAI DAL Ale] dutshE e e WA v 2ol oAl & Sl

z X _ Ve
51 :0aﬂ+0ﬂEtl(@+(5—1>6K(Kt+1~4t+1) ﬁ} @7
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42 ek
- 0 K iy Kt+1
(K. A ] 2%
€A( t+1 t+1) 5 Kt+] Kt+2 (28)
olA]l B39 22l & by A3l F53tn SHI= U (guess and verify) =
e, e 7] BT ol 7] ARAEe) Ut B el Attt 71
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Fol7l &84 WIIAAE ALgele] ede] WA (10) o] Vet FFEAF &S
A7 FAS) 8 A FASOlER FEE 4 Ak o2 A, R, 3
X% A7 er 1719 A4 9 0HA FASAES Yt s 3,
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FASHe kg o] o] A& AW APRFINE & LeA Hold
ARRIAIF A TP AHA 9 A FAGdES v 2
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Implications of the quasi-geometric Discounting on the
Sharpe Ratio in the Production Economy without

State-Contingent Claims

Tack Yun® - Wooheon Rhee™*

Abstract

In this paper, we extend the results of Luttmer and Mariotti (2003) to the
production economy without state contingent claims and show that a stochastic
growth model with quasi-geometric discounting cannot solve the Sharpe ratio
puzzle. We do this under a specific parameterization that is, additive
separability between consumption and leisure, logarithmic utility for
consumption, and complete depreciation of the capital stock within a period.
Under this specification the discount rate for the stochastic discount factor in
models with quasi-geometric discounting is proportional to the discount rate of
consumers with ordinary geometric discounting. This proportionality changes
the numerator (the risk premium) and the denominator (return volatiltity) in
the same proportion and does not change the Sharpe ratio.
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