
		
  	
     
    [Skip to Content]
		
		
		
			
				
					
						
							

							Institutional Login

						

					

					
						
							

							LOG IN

						

						
  						
    						
    						Accessibility
    				  
						

					

				

			

			
			
			
			
				
					
						
							
														
						

					

									
						 
							
								Browse
							

							
								
									OR 
								

							

							
								
  								
  								
										
                    Search:
										
										
										
										
																				
                    
										

									

								
																											
								

							

						
				
					

				
					
						
	
		
			
			  menu
				
			

		

		
			Advanced Search
			Browse
			
				MyMUSE Account
				
					Log In / Sign Up
					Change My Account
					User Settings
					Access via Institution
					MyMUSE Library
					Search History
					View History
					Purchase History
					MyMUSE Alerts
					Individual Subscriptions
																
				

			
									
			
				Contact Support
			

		

	



		
 
					

				

			

			
			
			
		






    


	
		
	

    
    
    
        
    
    
		
			
	
				
					
						Journal of Money, Credit, and Banking

					

				

				
					
						
							
								
								
								
								
							
							
							
							
							
							
							
								
								

							
							



						

					

				

		
		
			
	
		

    
    
    
    
    
    	
    		
    		
    		
    		
      
      
    		
    		
   			
   			
   			
   			
				
						
						
						 Is There a Positive Relationship between Stock Market Volatility and the Equity Premium?
						
						
						

						
	
						
						
						  

						  Chang-Jin Kim
						  , 
						
						  

						  James Christopher Morley
						  , 
						
						  

						  Charles R. Nelson
						  
												
						
	Journal of Money, Credit, and Banking
	
							The Ohio State University Press
							
	
							
								
									Volume 36, Number 3 (Part 1), June 2004
								
							
						
	pp. 339-360
	10.1353/mcb.2004.0055
	Article
	
						  
  						  	
    							  View Citation
							
	
    							  
    							    
                      Related Content
    							  
    							


							

						
	
							Additional Information
						


				

    		
    		

    		
    		
		
		
    		
    		
			

			
			  
			    
			      
				Abstract
				

 This paper investigates whether evidence for a positive relationship between
stock market volatility and the equity premium is more decisive when the
volatility feedback effects of large and persistent changes in market volatility
are taken into account. The analysis has two components. First, a log-
linear present value framework is employed to derive a formal model
of volatility feedback under the assumption of Markov-switching market
volatility. Second, the model is estimated for a variety of assumptions
about information available to economic agents. The empirical results suggest
the existence of a negative and significant volatility feedback effect,
supporting a positive relationship between stock market volatility and the
equity premium. 
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