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A empirical study of the liquidity effect on the expected return

(Chen li; Hu Yiming)

(Shanghai University of Finance and Economics, Shanghai 200433, China)

Abstract: Liquidity is one of the important factors in assessing asset return. We tried to find some rules in
the capital asset pricing through the study of the relationship between the liquidity and the expected
return. All the data came from Shanghai stock market. And we used volume and changing-hand ratio to
measure the liquidity. We found that the volume and changing-hand ratio could give a strong explanation
to the stock expected return under the controlling of BETA,size and B/P, and the two probes are positive
relative to the expected return.

Keywords: liquidity, expected return, BETA, size, B/P
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