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This paper documents a significant increase of risk-prices in the presence of learning. I solve a model with long-run 
risk where both, the level and persistence of expected consumption growth are unobserved. I introduce a new 
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the representative consumer chooses state variables that are sufficient statistics of the learning problems and, 
conditional on her information set, forms posterior distributions of the states and future consumption growth. To 
reduce the complexity of optimization, I present a novel numerical approach that approximates the agent's 
continuation-value by nesting the solutions of problems with different information sets. 
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