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		Abstract

		This paper estimates the Elasticity of Intertemporal Substitution (EIS) using household actual return. The approach is motivated by numerous data sources indicate that the median US stockholder has a portfolio contains three to four individual stocks, rather than a diverse bundle. Thus, representing individual household portfolio by a proxy financial index (which is the common approach taken in the literature) may be too rough an approximation and lead to biased results about risk aversion and intertemporal substitution. Eschewing the financial index methodology, our results show support for the standard representative agent assumption that there is a high degree of homogeneity in the EIS across households with different wealth levels. Our findings have implications for models that assess the comovement between consumption and return on stocks. 
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