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Risk aversion and the value of money in a class of
overlapping generations models*

Eisei Ohtaki\dagger

February 28, 2009

Abstract. This paper studies the function of money to avoid risk. The purpose
of this paper is to investigate the relationship between risk aversion and the val-
uation of money. Toward this purpose, the paper considers aclass of overlapping
generations economies with astorage technology that has stochastic constant
returns to scale. The paper then provides both anecessary condition and asuf-
ficient condition for the existence of amonetary equilibrium in each economy.
One of the main results of this paper is that in acertain class of economies,
asufficient condition for the existence of an equilibrium with positively valued
money is that people are sufficiently risk averse. We show that this result is not
robust by comparing both Koda [2] and Kitagawa [1]. The paper also presents
an example of economies, each of which garantees the relation between risk
aversion and the valuation of money.
[1] Kitagawa, A., 1994, “Risky storage and the value of money,” Economics

Letters 45, 73-77.
[2] Koda, K., 1984, “A note on the existence of monetary equilibria in over-

lapping generations models with storage,” Joumal of Economic Theory 34,
388-395.
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