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Heterogeneous time preference and asset pricing

YUAN Ning' SHI Jia<yue’
1. School of Guanghua Management Peking University Beijing 100871 China;

2. School of Economics and Management Yantai University Yantai 264003 China

Abstract: Incorporating heterogeneous investors is an important research direction in asset pricing. In this pa—

per

o . . ,
heterogeneity in time preference is incorporated in Lucas’ s pure exchange economy framework and a con—

tinuous-time dynamic asset pricing model is developed to analyze heterogeneous time preference. Analytical so—

lutions of asset prices are presented and the investors’ optimal consumption and investment policies are ana—

lyzed. Numerical analysis is given to demonstrate the asset pricing implications of time preference heterogenei—

ty.

Key words: heterogeneous time preference; the representative agent; asset pricing
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