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Baseline Parameters

=
srns (DL
o ;5 = 5% lexpecied rate of siock return), £
v = 18% (stock volatity)
@ Arrual subjectve discount rate (Cocoo ef al, 2005, RFS; Gomes and
Michaelides, 2005, JF. Wachter and Yogo, 2010, RFS; Wang ef al, 2016, JET)
4%
@ Relatvvo rish arvorsson a

@ Lésure prelerence alled volurtary refirement: B « 2

"o {1k -froe infgres! rate)

>10AHoHo
[0 19 0Q 0@
op

@ Paramelors in labar inceme process (Deston, 1091, Econometrica: Canell
1997, QUE; Borgoni of af, 2007, JF; Wang of al, 2016, JET)

8y = 05% (epected rate of Income growthl. +, = 10 (volaslity on
ncome growth), o 155, (degree of mean reversion). F = O (long-erm
mean), | = 1 {arnual rade of labor income ), « = B0% (recovery
parameter), 4g = 0 5% (dsastrous Labor moome shoCk mdensdy )

® We ke the empercally plauble par ameter atsumpton that the
conlermporantous correlabon between labor ncome chocks and market!
eturng should be rero, Le. we set ~

&= Nottingham University Business School,
S & Hang Seng University of Hong Kong &1t 274 03t = &| A|O[Lt(2021)

Jingyi Shen

Motivation

Predictor: Monthly Long - term yield of S&P 500 index data
Response variable: monthly excess returns of S&P 500 .

&= Jiangxi Univ. of Finance and Economics 383X I X34
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