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Figure 1: Additional risk premiums due to more volatile risky returns (Case 0)

(1) The above figure plots differences in risk premiums between under Rg = 1.3
and Rb = 0.9 and under Rg = 1.2 and Rb = 1.0 in Case 0.
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Figure 2: Demand functions for safe assets from young consumers and resolution
of uncertainty (Case 1)

(1) The above figure plots demand functions for safe assets from young con-
sumers with ρ = 0.0, 0.4, and 0.8 under σ = 3 and γ = 3.
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Figure 3: Liquidity premiums based on ρ = 0.0 versus ρ = 0.8 (Case 2)

(1) The above figure plots differences in risk-free rates between with ρ = 0.8
and with ρ = 0.0 under Rg = 1.2 and Rb = 1.0.
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Figure 4: Liquidity premiums based on ρ = 0.0 versus ρ = 0.8 with γ < 1 (Case
2)

(1) The above figure plots differences in risk-free rates between with ρ = 0.8
and with ρ = 0.0 under Rg = 1.2 and Rb = 1.0.
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Figure 5: Liquidity premiums with large, but resolvable uncertainty

(1) The above figure plots differences in risk-free rates between under Rg = 1.3
and Rb = 0.9 with ρ =

p
1/2 for generation I, and under Rg = 1.2 and Rb = 1.0

with ρ = 0.0 for all generations.
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