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Study on investnenf consumption and rik pran im under rat trade condition

ZHOU Ren-cai' >, WU Chong feng”
L Orient Securites Co Lid, Shanghai20001Q Ching
2 Antai College of Econam ics and M anagement Shanghai Jiaotong Un wersity, Shanghai 200052 Chna

Abstract Fistly this article constucts amodel about the nvestors’ strategy on consum ption and nvesiment
under rat trade conditbn A s a result of diverting its preference to the rat’ s consumpton te nstiutional n-
vestorw ill increases the nvesiment and reduces he consumpton Furthemore the price volatility caused by
rat trade produces different beliefs on asset retum among he nvestors These wo factors jointly heighten the
matket risk pran im. F nally the author uses the data fun Chnese security maiket to make an empirical
study, and resolves the equity prem iun puzzle
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