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This paper: Why is the unconditional SML flat?
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I Average agent’s point of view:

V[R] = 1
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V[R]−κIN

I Roll critique: κ > 0 (without the Roll critique, the two views
coincide)
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β̃ =
V[R] 1N 1
V[RM ]

=
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(1+ ζ)V[R]−κIN
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1
N 1
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V[RM ]

[
γ2

τMτε

( 1
τε

+ Φ′Φ
τ

)
+ τv
ττε

]
I Relationship between betas:

(β̃−1) = (1+ δ)(β−1)
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