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1. Introduction
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2. Overspecitied asset pricing models

e 2.1 Stochastic discount factors and moment conditions

The pricing error: E(mr) = 0

m —Stochastic discount factors, SC1FFIEmMEER kA O] AN EY XU
r—nx | vectoe of excess returns, {RIZE(1)#0
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BER— A MPERE(mx) = p, ERBAFHHERE(my,) = vy, %
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2.1 Stochastic discount factors and moment

conditions
The pricing error: E(mr) = 0

MSeth, BRREE S IESDFEH L T LN EIMRE B 7L, B
NABEMNA E[(a+b'Hr]=0 (DEFm=a+b'f

=E(m) =c, MEm)=E(a+b'f)=c
E(a+b'f—c)=0 (2)
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2.2 A taxonomy of overspecification

CCAPM.:
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2.2 A taxonomy of overspecification

s Mpemt: EM) =01, () 1p—RBERImHiNig
The CAPM SDF: m, = a, — a,(1+Tpy) Ty fo—0-fo—=0-f;  (5)
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) E(r) = 0,7, > {bp = ap(1+1p1p) Tp
b. =
\E(mr) = 0, [Tp(a + upb, + ,ucbc) + bp] +o.b. =0 ¢
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2.2 A taxonomy of overspecification

ICAPM:

LUNREEENMBET) = 0,7, RER, &
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2.2 A taxonomy of overspecification
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T,¢+ b, =y, (9)
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c=a+ Upby, + ucbe + by (11)
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3. Econometric methodology

e 3.1 Set estimation

The pricing equation: E[(a + b'f)r] = OBEEPERC T A -
[E(r) E(rf)I(;) =M6 =0 (12)
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3.1 Set estimation

» R#EArellano et al.(2012), SEISEEM FH(12)AIMRAY == (8] AU 4EE A,
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3.1 Set estimation

* FSargan(1958)FHansen(1982) fyJ4& 4w R4 I E A E R IR B E
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3.2 Testing restrictions on admissible SDF sets

s —PNEENFRE: A UJTRSDFREEEHE, Rl =0,i=12....,d, X7
BRIz A EETEIRA,

B AHE(m) = E(r)E(m) + Cov(r,m), ¥c=E(m) =08, EMREE(m) =0, it

BACov(r,m) = 0, BlrFAlmAHRXK, SXHNFEEIRAARE R E XHEF
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4. Comparison to the existing literature

* 4.1 Equivalent approaches

RIFRATTE: (D BCov(r, NRBE(Cf)RBBENGN, (2). X% &M
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* 4.2 Rank tests
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* 4.3 Identified sets
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5.Empirical applications

* 5.1 A reassessment of Yogo (2006)

* YogorYiIE iR R AL @1 i IF MY A an A0 A an B S A2 S RIS R EF T &
CCAPM

+ the empirical SDF as: m = a(1 — 8, f, — 8.f: — 8afa) (18)
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5.1 A reassessment of Yogo (2006)

* F{1 & 5t FFama-Frenchg91951 5 £1|2001 SF 92 F B R Bl 3R AU R TE(S 71X
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5.1 A reassessment of Yogo (2006)

Table 1
Empirical evaluation of Yogo model 1951-2001, CU-GMM.

One-dimensional set | Two-dimensional set

| Three-dimensional set

Market
Nondur.
Durables
Mean
Criterion
Criterion ¢ =0

0,200
24,765
92.229

0.014
20.743
20.814

(0.805)
(0.458)
(0.035)
(0.790)
(0.537)
(0.592)

~3.888 0514  (0.002)
222.902 0 (0.000)
0 99.333  (0.000)
~0.099 0034  (0.494)
56.687  (0.134)

58.098  (0.151)

4.793 0 0
0 115.687 0
0 0 121320
0.852  0.421 ~0.029
215144  (0.000)

KIZEMCU-GMMITEN R NI FIRA D HNER. d=1NEEIR5eEHp
BLSAREFIRAEIA T, d = 2093 EIRF
IWHIPEN13.4%, RIARBELGRFE Y AAREY, TJeRAIAE, d = 3HETIRA
WIHERTESE, RIFELERRAE T =1 E T

BEX53.7%, #EXFTRKR, HHER

=d = 2, SDFSEATHNRXMIDMQEAIPEN49.4% , BRREREK, RAER
eI RIRA, RIXMAPH SR IER S 8 U = R E AT L.



5.1 A reassessment of Yogo (2006)

s MRBANVERRTBIERCMM, BATTTIXFRI KNG, ERINR2

Table 2
Empirical evaluation of Yogo model 1951-2001, 25 and IT-GMM.

One-dimensional set | Two-dimensional set | Three-dimensional set
25-GMM
Mean 0.053 (0.230) 0.059 0.062 (0.276) 0.858 0.366 0.117
Criterion 19.206 (0.633) 56.145 (0.145) 200,565  (0.000)
Criterion c =0  20.647 [0.603) 58.721 (0.138)
IT-GMM
Mean 0.055 (0.206) 0.058 0.060 (0.180) 0.573 0.190 —0.024
Criterion 20,036 (0.581) 59.932 (0.081) 136.623  (0.000)
Criterion c =0  21.634 (0.542) 63.358 (0.068)




5.2 Robustness exercises

BNNTHEN—MBEREE . X TRHARKRNM S T ERNEFAFREE T A
Ro BT, BHMNMUAFABNATRNNERIGRITES: () EFHATRKHEE
R, Q) EFRRMEERRNEUE.

(1) 19492012 g9 &, RIRINEERADAM, XL THEEETEIEIR

I
jJJ Table 3
Empirical evaluation of Yogo model 1949-2012, CU-GMM.

One-dimensional set | Two-dimensional set | Three-dimensional set

Panel A. 25 size and book-to-market sorted portfolios

Market 0.766 (0.673) —1.878 0.882 (0.000) 12.882 0 0
Nondur. —6.452 (0.834) 192.583 0 {0.000) 0 169.191 0
Durables 106.144 (0.024) 0 97.810  (0.000) 0 0 110.143
Mean 0.003 (0.972) 0.052 0.008 (0.757) 0.411 0.065 0.075
Criterion 18.278 (0.689) 54818 (0.175) 165.053 (0.000)
Criterion c =0 18.279 (0.742) 25.375 (0.216)




5.2 Robustness exercises

() ERBIBE PEIEMT LA SORFORIEE, ERETLERT
FIRST 2 L A R T 7

Panel B. 6 size and book-to-market sorted portfolios, and 5 industry pnrt't'c:lms

Market -4864  (0.089) | -1.165 1422  (0.002) | 7.743 0 0
Nondur. 415901  (0.001) | 194.803 0 (0.000} 0 184.681 0
Durables -89.991  (0.400) 0 84.501  (0.000) 0 0 119.130
Mean 0.053 (0.800) 0.079 0.093  (0.142) | 0.640 0.090 0.087
Criterion 5.941 (0.654) 22,165  (0.225) 85713 (0.000)
Criterion c=0 6,005 (0.739) 26,066 (0.164)




5.2 Robustness exercises

» SEAMPCMMEERGMMI T AR, HRFEN 7 IR

Table 4
Empirical evaluation of Yogo model 1949-2012, 25 and IT-GMM.

One-dimensional set | Two-dimensional set | Three-dimensional set

Panel A. 25 size and book-to-market sorted portfolios

25-GMM

Mean 0.078 (0.082) 0.129 0.097 (0.020) 0D.888 0.254 0.104
Criterion 17.252 (0.749) 46.124 (0.467) 243,707 (0.000)
Criterion c =0 20276 [0.625) 53.924 (0.258)

IT-GMM

Mean 0.081 (0.064) 0.138 0.106 (0.008) 0.623 0.205 0.037
Criterion 17.749 (0.721) 49.294 (0.343) 111.851 (0.002)
Criterion ¢ =0 21.182 (0.570) 59.025 (0.132)

Panel B. 6 size and book-to-market sorted portfolios, and 5 industry portfolios

25-GMM

Mean 0.095 [(0.078) 0101 0,101 (0.078) 0.380 185 0016
Criterion 9.957 (0.268) 20.606 (0.300) 108.241 (0.000)
Criterion ¢ =0 13.056 (0.160) 25.696 (0.176)

IT-GMM

Mean 0.096 (0.054) 0,105 0.098 (0.066) 0.686 0.169 0.026
Criterion 10.510 (0.231) 21.206 (0.269) 54.322 (0.004)
Criterion ¢ =0 14.220 (0.115) 26.628 (0.146)

g i HENIFIFrIry



5.3 A reassessment of Jagannathan and Wang (1996)

» Jagannathan and Wang (1996)1B 3 MR RA G FIMAAN N T AR EBIHRAEK
ERERMERAEES, HEBIAMBANEEAEZ=ZAREREIEELM
S EMER.

the SDF is: m = a(1 — 8,f, — 6,f; — 8sf) (19)

f» -- Ken Frenchuf_E MBI BT 5T 2 VBRI E 3,

fi ~ABFEARARIB KR ABRAFR B A Z BENEERZAD)
fo —THEE AN (FABaaR FlAaaZk /A Sl s S R EREHE).




5.3 A reassessment of Jagannathan and Wang (1996)

Table 5

Empirical evaluation of Jagannathan-Wang model 1959-2012, CU-GMM.

One-dimensional set | Two-dimensional set

| Three-dimensional set

Panel A, 25 size and book-to-market sorted portiolios

(0.150)

(0.001)

4.340 0
0 433.208

0 0
0965 -1.073
188.792

4.845 0
0 347.978

0 0
0958  -0.623
121.842

Market -0.012  (0.995) 1.130 -0.745
Labor 14674  (0.020) | 268.127 0
Premium 45.261 (0.587) 0 99.848
Mean -0.114  (0.093) -0.217  0.033
Criterion 22964  (0.404) 53.847
Criterion c=0 25778 (0.311) 58.157
Panel B, 6 size and book-to-market sorted portfolios, and 5 industry portfolios
Market -0253  (0.544) 1442 ~0.736
Labor 58613  (0.066) | 259.386 0
Premium 72463  (0.001) 0 93.845
Mean 0.002 (0.968) -0.203  0.079
Criterion 12570 (0.128) 41588
Criterionc=0 12572 (0.183) 44 857

(0.001)

75418
0.274
(0.000)

76529
0.244
(0.000)

e F5HJPanelA FHFama-Frenchfy3% %

HER B BEE R IE A IZE
B, fEd=28918R T, TEIRH
IS AP 40.199, 15 ARiEELD 5]
A E-

= 589PanelBI% B i
H5NM Wi BAEHE S,

BRI EREIES
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5.3 A reassessment of Jagannathan and Wang (1996)

SBANERAR D BIEARNCMMWMIFE] 7R ZIE L, AFR6FTR.

Table &6
Empirical evaluation of Jagannathan-Wang model 1959-2012, 25 and IT-GMM.

One-dimensional set | Two-dimensional set | Three-dimensional set

Panel A. 25 size and book-to-market sorted portfolios

25-GMM

Mean 0.012 (0.757) 0.013 0.079 (0.080) 0.982 -0.113 0.100
Criterion 29.676 (0.127) 58.993 (0.095) 204.930 (0.000)
Criterion c =0 29,772 (0.15G) G4.038 (D.0G1)

IT-GMM

Mean 0.012 (0.749) 0.014 0.075 (0.120) 0.882 —0.033 0.123
Criterion 28.230 (0.168) 55.494 (0.159) 111.663 (0.002)
Criterion ¢ =0 28.332 (0.203) 59.743 (0.119)

Panel B. 6 size and book-to-market sorted portfolios, and 5 industry portfolios

25-GMM

Mean 0.020 (0.611) 0.059 0.077 0988 0.061 0.089
Criterion 12.290 (0.139) 42,942  (0.001) 133.658  (0.000)
Criterion ¢ =0 12.547 (0.184) 47.153 (0.001)

IT-GMM

Mean 0.023 (0.555) 0.067 0.075 0.946 0.067 0.108
Criterion 12.339 (0.137) 41.976 (0.001) 67.123 (0.000)
Criterion ¢ =0 12.688 (0.177) 45.890 (0.001)
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6. Conclusions and directions for further research
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