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L iquidity risk, liquidity dem and of investors and asset pricing

2

Z0U X wopeng', HUANG F eng”, YANG Chaovun’

L College of Econamics ZhejiangU niversity H angzhou 310027 Chna

2 R isk M anagement Depariment of Chna Zheshang Bank H angzhou 310006 China

3 Antai College of Econan ics& M anagemeni Shanghai Jaotong U niversity Shanghai 200052 China

Abstract In asset pricng theories the theoretical sinificance ofmarket liqu d ity risk prem iun is a hot top ic
This paper decan poses market lqu ity risk into exogenous and endogenous liquidity risk, ntroduces liquidity
dem and as a state variable giving rise to the randan holding horizon, and devebps a lguidity risk-ad psted
cap ital asset prichg model Besides agrean ng w ith the prevous theoretical literatures on the effect of exoge
nous lguiity risk on assetpricng we find hat different elasticity values of price mpact can make a cross
sectional dispersbn n required return for the level of liquidity and matket lqu ity risk. The state variab le of
liquidity dem and affects market liquidity risk pran um ncreasingly, and coul induce the known tine-vary ng
phenanenon of Iiqudity risk prem um.

Key words liquidity risk liqu dity dem and asset pric ng
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