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Effects of Disaster Risks on the Asset Prices and Consumption Smoothing
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Recently, many researchers pay serious attentions to the impacts on the effects
of disaster, such as the war, financial crises, and natural disasters, on the asset prices and many
macroeconomic variables. In this research project, 1 conducted empirical and theoretical research to
investigate the effects of the disaster risks on the asset prices and consumption smoothing behavior. As
a result, I theoretically demonstrate that the disaster risks play an important role in resolving the
equity premium puzzle. At the same time, | also empirically demonstrate that some historical facts
observed in financial markets suggest that such theoretical resolutions nave some defeats.
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