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BUHORDNLEPR T % RET 5, “Asset prices should equal expected discounted
cashflows. Forty years ago, Eugene Fama (1970) argued that the expected part, ‘testing
market efficiency,” provided the framework for organizing asset-pricing research in the
era. I argue that the ‘discounted’ part organizes our research today.”

“Discount rates vary over time.”(‘Discount rate,” ‘risk premium, and ‘expected return’
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Phenomenon”(p.1051) TiZ. “In each case our view of the facts has changed completely



since the 1970s” & L T, Stocks, Treasuries, Bonds, Foreign exchange, Sovereign debt,
Houses I DWW T ZNZNEMAEHIREI NG, 72 & 21X, Sovereign debt 12D T ik, “High
levels of sovereign or foreign debt signal low returns, not higher government or trade
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Conclusion #47(p.1091) XK DA < FEH»OFKE TH 5, “Discount rates vary a lot
more than we thought. Most of the puzzles and anomalies that we face amount to
discount-rate variation we do not understand. Our theoretical controversies are about
how discount rates are formed. We need to recognize and incorporate discount-rate
variation in applied procedure. / We are really only beginning these tasks. The facts
about discount-rate variation need at least a dramatic consolidation. Theories are in
their infancy. And most applications still implicitly assume 1.1.d. returns and the CAPM,
and therefore that price changes only reveal cashflow news. Throughout, I see hints that
discount-rate variation may lead us to refocus analysis on prices and long-run payoff
streams rather than on-period returns.”
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