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Empirical Analysis of Asset Pricing Models with Heterogeneous Consumers in
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We estimate a persistent income shock model using the Japanese
household-level monthly consumption data (nondurables and services (NDS)) from the Family Income and
Expenditure Survey produced by the Statistics Bureau of Japan. This series of cross-sections covers
the period from January 1981 through December 2015. We analyze the effect of uninsurable income
shocks on asset returns in Japan. The evidence is that cross-sectionally negatively skewed shocks to
household consumption growth play a important role of explaining an abnormal value premium in the
Tokyo Stock Exchange.
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