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Abstract

Stocks exhibit time-varying variance and skewness,
whereas for real variables, these higher moments are
close to constant. I construct an equilibrium model with
learning in which the DGP does not feature any varia-
tion in higher moments, but the resulting prices exhibit

variation in these moments, in line with the data.
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1 Introduction

Stocks exhibit time-varying variance and skewness, whereas
for real variable, these higher moments are close to constant.
The literature has focused so far mainly on the impact of

second-moment shocks.

The studies of McDonald and Siegel (1986)), Dixit, Dixit, and|

Pindyck (1994), Bloom| (2009)) and Bloom, Floetotto, Jaimovich,|

Saporta-Eksten, and Terry| (2018) use a real option channel to

explain why uncertainty suppresses investment. In relation to

asset prices, Bansal and Yaron, [2004; |Boguth and Kuehn|, 2013},

|Croce, Lettau, and Ludvigson, 2015; |[Johannes, Lochstoer, and|

Mou, 2016; |Ai and Kiku, 2016; Segal, [2019} Segal, Shaliastovich,

land Yaron, 2015,show that uncertainty shocks increase the eq-

uity premium.
In this study construct an equilibrium model with learning
in which the DGP does not feature any variation in higher mo-

ments, but the resulting prices exihibit variation in these mo-



ments, in line with the data.

[Details to be updated|



2 Conclusion

Endogenous higher moments can arise from learning.
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