»

e
e

Ji

e

>

1%
R S SNy 4

1. many studies have confirmed that liquidity and return are negatively related and liquidity is
a pricing factor. What about liquidity risk? that is, what should be the relationship of liquidity risk and
stock return? theoretically we would think the relationship of the two should be positive, however, it
could also be argued to be negative. please explain. which do you believe?
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Acharya, V. V., & Pedersen, L. H. (2005). " Asset Pricing with Liquidity Risk." Journal of
Financial Economics, 77(2), 375-410.
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2. Choose three different liquidity measures. Use at least 300 stocks , 5 years data to rank the
liquidity commonality of each sample. What are the characteristics of the high and low liquidity
commonality stocks? Graphically display the interrelationships between returns, commonality,
liquidity, size, volatility , and tell me your observation.
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Scatter Plot of Market Cap vs Commonality with Trend Lines (Amihud)
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Scatter Plot of Return vs Commonality with Trend Lines (Amihud)
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Scatter Plot of Volatility vs Commonality with Trend Lines (Amihud)
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Scatter Plot of Market Cap vs Amihud lliquidity with Trend Lines
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Scatter Plot of Violatility vs Amihud Illiquidity with Trend Lines

volatility

high_commonality
~- high_cemmenality Trend (Slope: 15,9590}
- low_commonality
-+ low_cemmanality Trend (Slope: 11.4467)
neutral
— neutral Trend (Slope: 17.5735)
—— Overall Trend (Slope: 15.8287)

0.00+
0000000  0,000025  0.000050 0000075 0000106 0000125  0.000150  0.000175  0.000200
Amihud lliquidity

B 12



3. Pastor and Stambaugh(2003) propose that the return reversal with larger volume is more
significant for less liquid stocks. Why? Explain. Empirically verify their argument with both daily and
monthly data. (i.e., is the coefficient 'c' more negative for less liquid stocks? try to figure out a way to
test this ). What do you find? how many of your samples have significant c's ? Which firms have
significantly positive (negative) C ? Show the list. Explain the meaning of a positive or negative
coefficient. Can you propose a trading strategy based on your empirical results?

Ans:

4{”’:}7;‘,43? ¢ g g 5N

Ve = 0t &7, tvsign) vt €an, d=1,...,D,

ANAEER: S ) U TN
Tiae: Rk it ? dpadggpdRpi s > T RRERIFRE D BRI o
Tt MARE It an B3RP S o
Vidt - E)T;/g‘lni" t dBE’nigz’%O
SLgn( Cie) R E It Y dpAREERPIOD f Sk PR TER ) 2w o
Yie )TJL{*\. il Fee"e"iE 0 K pE i g T Hp % 5%@7}“}’—[ ﬁp@«§;ﬁ1§2f§3ﬁi)§ ) C EAR
B waRF AR AR o
REPCIAE TR RERBFERE RIFI p i E R ER A F e R RR -
B PR E RAVE R T w R B EF > S HA?
AP IEE > H R TS
Q) e pamr g o B RSEMRL > B BERRGY T B E B B
REBREE -
(2) Fliindelhis s fh0s 2 68 F BI AT o g S EEER N e £k
oL EA RS i&{b’“rg‘ﬁ W 3R K o
fiEhImY Y Al kLYo cEARE H wdRE EARP A o

Jrrz%u Fh~ o 1\.,,33143“«@:%4 %E\:E_'WFHTJQ v 3 F‘ﬁF; ’év"g‘ o E F';\, |F“mﬂ[="7;}7‘§z/‘v 5o
FEIEN R gl A

A& FORE

(1) 2019 % 2023 547 &chp ~ 3 Fo o

(2) 3 HmFHRET22F(RBE p g T ;njx;rpq R Ok

A



lﬁ\: ETR
I U

BI13 ~ W44 %5 P ~ 7 Flgai fFensg % o 0 74 (13 F14 2%

FLe 5 WAT - I ) 0 APT R E RS P it ol s R LE R F(
%)

Ticker Amihud_Illiquidity c_coeffident p_value Significance
1101 1.01E-08 7.83E-10 0.01855999 Significant
1102 2.52E-08 1.06E-09 0.20595195 Not Significant
1103 8.30E-07 9.07E-10 0.92313865 Not Significant
1104 6.51E-07 -1.39E-08 0.07564948 Not Significant
1108 4.92E-06 -8.56E-09 0.53311918 Not Significant
1109 1.83E-06 -7.69E-08 0.00071138 Significant
1110 7.08E-06 5.46E-08 0.26672351 Not Significant
1201 4.30E-07 -2.10E-09 0.81033562 Not Significant
1203 9.63E-06 -1.47E-07 0.21790561 Not Significant
1210 1.07E-07 -8.77E-10 0.76033192 Not Significant
1215 1.34E-07 6.73E-09 0.06926087 Not Significant
1216 1.40E-08 5.18E-10 0.31684044 Not Significant
1217 6.63E-07 -2.31E-08 3.64E-05 Significant
1218 4.51E-07 -2.28E-08 0.00221399 Significant
1219 3.05E-06 9.09E-10 0.85427749 Not Significant
1220 3.31E-06 -1.60E-10 0.98563189 Not Significant
1225 2.39E-05 1.13E-08 0.58989322 Not Significant
1227 1.73E-07 4.01E-09 0.17718761 Not Significant
1229 1.10E-07 -4.65E-09 0.18572714 Not Significant
1231 5.39E-07 -4 99E-08 0.00128848 Significant
1232 7.49E-07 -2.98E-08 0.13889441 Not Significant
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Ticker  Amihud_Illiquidity c_coeffident p_value Significance

1101 293E-06 -3.27E-07 0.3558772 Not Significant
1102 6.49E-06 -6.98E-07 0.4248875 Not Significant
1103 0.00022941 -6.05E-06 0.6671427 Not Significant
1104 0.000155976 -1.35E-05 0.1720302 Not Significant
1108 0.001155282 -3.43E-05 0.108545 Not Significant
1109 0.000417019 -1.01E-05 0.7434905 Not Significant
1110 0.000610145 -5.81E-05 0.3168678 Not Significant
1201 0.00011053 1.49E-05 0.0682539 Not Significant
1203 0.001051643 -0.000168271 0.2948983 Not Significant
1210 2.75E-05 -6.69E-06 0.0108012 Significant

1215 2.82E-05 3.48E-06 0.4646099 Not Significant
1216 2.24E-06 -1.00E-06 0.130777 Not Significant
1217 0.000139606 2.72E-06 0.7096479 Not Significant
1218 0.000107033 -3.95E-06 0.4160604 Not Significant
1219 0.00026697 -1.35E-05 0.1154858 Not Significant
1220 0.00063949 -2.86E-05 0.0747169 Not Significant
1225 0.000698755 -3.99E-05 0.3870081 Not Significant
1227 3.27E-05 -2.18E-06 0.5612798 Not Significant
1229 2.89E-05 4.23E-06 0.2293676 Not Significant
1231 0.000143667 1.74E-06 0.9191735 Not Significant
1232 0.000142422 1.40E-05 0.5672407 Not Significant
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Scatter Plot of Reversal vs Amihud _illiquidity with Trend Lines (daily)
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Scatter Plot of Reversal vs Amihud_illiquidity with Trend Lines (Monthly)
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