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ABSTRACT

As Amihud and Mendeson(1988) has stated, liquidity is everything of market.
Liquidity is particularly essential to the quality of centralized financial market. In
China's stock market, liquidity is somehow ignored in both theoretic research and
practice. Convinced of this redlity, this thesis tries to describe the pattern and
relationship of intraday liquidity of China A-share markets, with the principle theory
of Market Microstructure Theory and research basis of intraday high-frequency
transaction and quotation data.

The thesis includes seven sections:

In Section One, we introduce our research motive and research methods. Also,
we conclude something new and interesting and something to be improved in this
thesis.

In Section Two, we analyze the definition and measurement of liquidity with
Market Microstructure Theory, and distinguish between potential liquidity and
realized liquidity while also static liquidity and dynamic liquidity.

In Section Three, we summarize the recent research of liquidity in China and
abroad.

In Section Four, we anayze the pattern of intraday liquidity in Shanghai and
Shenzhen's A-share markets in China with different liquidity indices. We find the
L-shaped pattern of static potential liquidity, U-shaped pattern of static realized
liquidity and reversal U-shaped pattern of imbalance. In the same time, the intraday
return is negative in the opening of two trading periods and positive in the closing.
Moreover, we modify the HFV model and obtain the dynamic liquidity index with
HFV regression.

In Section Five, we compare the liquidity of different groups, different market



and different periods. As a result, we find that the stock with higher price is more
illiquid while the stock with larger size is more liquid. Liquidity in Shanghai’s
A-share market is better than in Shenzhen's A-share market. Liquidity in upward
period is better than in downward period. Also, the improvement of ex-trade
transparency increases the liquidity of both market.

In Section Six, we focus on the relationship of different liquidity indices and find
that width index is negatively correlated with depth index. The enlargement of
imbalance of best quotation decreases the liquidity. Realized liquidity is positively
correlated with potential liquidity and dynamic liquidity is not found to be linearly
correlated with static liquidity.

In Section Seven, we draw the main conclusions of the thesis and give some
prospect for future research.

Something new and interesting in this thesis includes that: Firstly, we use almost
overall stock samples and consider the intraday liquidity of A-share marketsin China
comprehensively with different liquidity indices. Secondly, we distinguish between
potential liquidity and realized liquidity, static liquidity and dynamic liquidity. Thirdly,
we modify HFV model to measure dynamic liquidity better. Fourthly, we analyze the
effect of characteristic of stock on liquidity through the grouping by price and size.

Lastly, we analyze the effect of imbalance on liquidity.

Key Words. Market Microstructure; A-share Markets; Intraday Liquidity



B o 1
1.1 BT 1
1.2 EETIARAMENEESNERE ... . 3
1.3 XEREEARGIS . 5
1.4 BB o 6
1.5 BB R 6
WIS RETERIME . 8
2.1 LK BT b b 8
201 THIIIIREEFTITTE Sttt 9
212 MRS BEIR B AL ORI T ZE e 10
213 ORI ER X AR R A AR T e, 13
2.2 THIHBUEHERPRIMNEEEH=E ... 14
221 RS REIS TP ILBITE I IE Xt 14
222 BB TG R oot 16
2.3 HULEHBSPRRANERBETKR 23
231 AR IEIT S BRI RS 50 K e, 24
232 R BT TEAELE S TR e, 25
233 BB AL A T KA I R e 26
ERSNREENEFSAISCEREIR . ... ... 27
3.1 ESMRIMEAREICRER .. ... 27
311 HENEFF M ARSI IEFE AR KT 5 H PR 27
312 I ST TR ST I RN oo, 28
313 F/ SN B FEBIPE TR e, 28
314 BT BN EEIIEEIM oo ee e 31
3.2 EARZEAFTECERER ... ... .. 33
HE ABRTIAR B NGRS s smenE . ... 36
4.1 FEMMERIBEREIRRR . 38
e R ) 7115 38
7/ Y D O = 1 L E D Sy = 40
A.1.3 HPIULZEZ oottt eee e ee e 42
4.2  REIMBREIERR . 43

N =0 £ USRS 44



B S £ R 45

A T 5 - RSO 47

A28 FE R oottt 48

4.3  FESTEENERERR ... 50
4.4 INGE 52

5 EF [E A Hﬁﬂiﬁumﬂ] I'E*EI*T\' tti& ........................... 54
5.1 RE A BRHIZRSERREITIAREEE ... 54
5.L1 IS A IR A R BRI ZE AT I 57

512  FMINEL A s P FEAR LR 22 AR e 61

5.2 B RRBOTRIBEIELE: ... .. .. 65
5.3  REIMIEERHIRTHABIELES . ... 68
531 FAIMEAE BRI BRI ZE T e 68

5.3.2  AC Ly HTIE I R INET S IR B EEAS e, 69

5.4 NG Al

6 FEARTIZEAARNEERZERXEE ............... .. 72
6.1 *E}L,E(]uu, 'E'ﬁ *é?’:l—:uu, 'l‘izrﬂj EKJ?E'?\ ..................... 73
6.1.1 B EIERR S AT R IE 2R, 74

6.1.2  IRSEIEFR G AR T ZR oo 80

6.1.3  SEHLKIR A PESE b SRR B TEFR R Z T I B e 85

6.2 TJL._, LB 'l‘i 'ﬁ%,._, /}||,1'J] I‘EEZ.IE—J E’];&? ....................... 920

6.3 NG e 90

T B SR 96
7.1 BRI 96
1.2 BB 97
B Tl ., 99
0 T o 104



CONTENTS

Chapter 1: INtrodUCtioN.......c.vvui i e e e e e e, 1
11 ADOUL LigUITITY ..o et e e e e e e e e e e e 1
1.2 Importance and Characteristic of Liquidity in Sock Market............... 3
1.3 Framework of the Thesisand Main Conclusions...............................5
1.4 Research Methods... PN o
1.5 Main Effortsand Somethrngto belmproved : - QIVYC. .6

Chapter 2: Liquidity in Market Mrcrostructure Theory ................ 8
2.1 Market Microstructure Theory.........ooovoiiiiiiiiiiiiiiniiieicniiie e e 2. 8

2.1.1 the Definition of Market Microstructure............ccoovevinviiineinnannnn. 9

2.1.2 the Core and Contents of Market Microstructure Theory..................10
2.1.3 the Impact of Market Microstructure Theory to Traditional Financial

Theory... . — N B
2.2 the Definition and Measurement of L|qU|d|ty in Market Microstructure
221 the Definition of quurdrty ...................................................... 14
2.2.2 the Measurement of Liquidity..........cooveieii i e e, 16

2.3 the Demand and Supply of Liquidity in Market Microstructure
I 1= 25 23
2.3.1 the Demand and Supply of Liquidity in Quote-Driven Market............ 24
2.3.2 the Demand and Supply of Liquidity in Order-Driven Market............. 25
2.3.3 the Adverse Selection between the Demander and Supplier of

L QUIITY .. e e e e e e e e e e e 26
Chapter 3: Review of Research on Liquidity...................ooevinii. 27
3.1 Review of Foreign Research on Liquidity... 2l
3.1.1 thelLeve and Intraday Pattern of quU|d|ty in Drfferent Markets ......... 27
3.1.2 the Effect of Market Type and Rule on Liquidity........................... 28
3.1.3 the Effect of Tick on Liquidity............ccooiiiiiiiiii e .28
3.1.4 the Effect of Transparency on Liquidity............ocoveiiiiiiiiineinnnnn. 31

3.2 Review of Domestic Research on Liquidity... ...33
Chapter 4: the Satic and Dynamic Intraday quurdrty in A share
Marketsin China..........coooiiiii e 36
4.1 Width Index of Liquidity... PG <
4.1.1 Absolute Quoted Spread e 38
4.1.2 Ratio Quoted Spread and Ratio Effective Spread ........................... 40
4.1.3 Intraday REtUMNN.......cooiiii e e e e e e 42

4.2 Depth Index of Liquidity.......cooouviiiiiiii i 20043



421 VOIUME DEPLN. .. .ceee e 44

422 Amount DeEPth... . ..o 45
4.2.3 Trade VOIUME. .. ...ttt e e e e e e e e e e e 47
424 IMDAIANCE. .. ... et 48

4.3 Dynamic Liquidity IndeX...........cccoviiiiiiiiiii e ee20.50

v A @] [ox 11 o] o R 52
Chapter 5: Comparison of Liquidity in A-share Markets in
CRINa. .. 54
5.1 Comparison of Liquidity within the Market.................ooii, 54
5.1.1 Difference Test of Liquidity Indices Grouping by Price..................... 57
5.1.2 Difference Test of Liquidity Indices Grouping by Size..................... 61

5.2 Comparison of Liquidity between Different Markets........................ 65
5.3 Comparison of Liquidity between Different Periods........................ 68
5.3.1 Comparison of Liquidity between Upward Period and Downward

L 0o R 68

5.3.2 Change of Liquidity after the Improvement of Ex-trade
10 0= = 010 PPN ¢ 12

54 CONCIUSION.. ...ttt e e e el (L
Chapter 6: Relationship of Different Liquidity Indices................. 72
6.1 Relationship of Realized Liquidity and Potential Liquidity................ 74
6.1.1 Relationship between Width Index and other Indices.......................74
6.1.2 Relationship between Depth Index and other Indices....................... 80
6.1.3 Relationship between Realized Liquidity and Potential Liquidity........ 85

6.2 Relationship between Dynamic Liquidity and Satic Liquidity............ 90
6.3 CONCIUSION. ..ottt e e e e e e e e 90
Chapter 7: Main Conclusions and Prospect.............ccoovvvinnnnnn, 96

7.1 Main CONCIUSIONS. .. ... it e e e et e e 90
7.2 PrOSPECE... ..ttt e e e e e e DT
RE O BNCE. ..o e e 99



B H 3%

Blo1-1 BL“BAH” BB BIE o, 1
E 2-1 TR R R ER AR FIBN AR Z T e 10
3 18 7 i a1 TN 13
B 2-3 TABITEIITULE oottt 15
] 2o T BT G DT 22 oo ettt e et e e es s s e eee e 17
Kl 2-5 RN ZE T AN 22 ZTAIPITEZR oot 18
K 2-6 FRATIRE TTIZIIMIFE TEIR oot 24
K 27 AR ZE DB TR IERSTMZZ I oo 25
K 2-8 FEAIUENTT I IIMIHFE LI oveeeeeeeeeeeeeeeeeeeeeeee et 26
S = N T T N 1= G 36
Bl 4-2 P A PR ZE0N ZE I H I EB e 38
5 4-3 T A AR L 2255 T e MITAS AR B AL I L] o 39
K 4-4 BT A BRAON ZE T ZE T H PITEB oo 39
Kl 4-5 AT A AR O ZE AR A RO ZE 00 H I ZEFS e, 40
Kl 4-6 AT A AR ZE FIAHX A R0 2200 77 22 H P EF e, 42
Bl 4-7 AT A B RICET ZR T T I TES o 43
< 4-8 P A WA ZE BT ZE M H I TE TS oo 43
Bl 4-9 T A P IETE R PE I T A GET e 44
Bl 4-10 Pl A BB IR LU AN H I TEF e 45
Bl 4-11 T A B IBTATE I H PIEZ e 46
Kl 4-12 BT A BRI SRR I T 25 H I EB e 46
K 4-13 T A IR IREE S TR H N ET 47
Kl 4-14 Py A RECEIRE ST 207 Z B H PIET s 48
Kl 4-15 P A AR ZEHT H PITETR oo 49
Kl 4-16 T A IRFE A ZEET7 ZE I H I AET s 50
K 5-1 PATT A TRFEA I HIAHS I ZETE 35 e 65
Kl 52 PATH A AT H AR BN ZE AL e 65
Kl 53 MATH A AR HI L RSEE R EEE T e, 66
Bl 54 PATH A B HI LRIFER ZEFUES oo 66
K 55 PTT A BEEARIIA H BT R IER e 66
K 56 HTH A BAEAIHN HIY HRV FEIPEFEFRER oo, 67
Kl 6-1 g A Blisg HIEAHXN ZE I BB (e 74



* 21
* 41
* 42
* 43
* 51
* 52
#* 53
* 54
#* 55
* 56
* 57
#* 58
#* 59
#* 5-10
#* 511
* 512
#* 513
# 5-14
% 5-15
* 516
* 517
#* 5-18
# 5-19
* 61
* 62

# 6-3

® 6-4

* 65

* 66

* 67

#* 6-8

RHEH*

TR LA AV D S 7= = 4 5 OO 19
(A R AN 14 11 aT) L R A O N2 3 OO 39
RERER T E R GBI AT SN ZE oo 41
PHTH A BRI HRV FBARIIGETEEE R s 51
PRPITREAR A BRI TEFR RS 2 R VEGE T o 55
PRPITIREAR A IR SRR B R VEGE T o 56
P A T H AR ZE i 53 2 IR A AT E XS 22 AT I o 57
PRI A T H AR 800 25 b 43 A IR A TR 22 S A 0 s 57
PRI A T H 3 1 RSECE R A RS 23 A IR A TR 22 S A 00 s 58
PITH A B H Y 1 RSHE 2 ZE B 6 43 ALK AL TR FC X 22 S A0 50 s 59
P A T H 3530 T A 3 AL AL TR 22 AT s 59
AT A I HI HEV kg o 2 ZH TRICNT 22 SE AT v 60
PR A B H SRR 22 AR 23 2 0 2L DD FCRT 22 S AT e 61
P A B SRR R 2 FUASE 53 20 1 2 TR PR 22 SR e 61
P A I H 3 1 RS ECE VR P AR 23 4 R A TR 22 A3 s 62
PRI A B 1RS84 2280 53 20 (0 20 TR R 22 RT3 e 63
PR A B H 3530 T SRS 53 20 I A AT E X ZE A e 63
PRI A B H 4 HEV AL 7 2 0 ZH TRI O 28 SRR oo 64
N AR M T R I L A =2 I = 0 AU 67
g A A AR R ERR PR GOMED ST e, 68
TN A A AR R EFR R GOMED ST e, 69
g A BT B R 3 Rk 5 R s e UMD B .. 70
GO A BT IS $EEE h 3 R4k 5 BRI sh e GOMED &b ..., 70
¥ A BT H A s PERE bR Pearson HISE RELR 72
GO A B3 H A sh P br Pearson H19C RELR o 73
A B HIAAHY2Z CAVGRS ) HIMNAS - 4LIEN oo 76
N A B H M 2 C AVGRS ) IS BN e 77
i A B HAAH 2 CAVGRS ) HIRIAE LR o 78
GO A B3 H AR 2 CAVGRS ) HIMAR N LIFN oo 79
i A BT HISBCRIEE CAVGAVDL) [RAAE /3 AL ... 81
GO A B3 H I BORIR IS ( AVGAVDL ) Ik 41ImA ... 82



* 69 g AT HIEERE (AVGAVDL) R4 ... 83

#* 6-10 RYIA B ids HSEERE ( AVGAVDL ) B IR ... 84
* 611 L AR HEHRTFR CAVGTO) MMM (e 86
* 612 B A B HEBTFR CAVGTO) MM I (e, 87
# 6-13  Lifg A i HMTFHE CAVGTO,)) HIFIEL LI (e 88
% 6-14 WY A B H¥ETFER CAVGTO,) HIFIBL 2 (e 89

* 6-15 Lifg AR HE HRFV WightE CAVGHFV,) k& 4 4il=])A....... 92
# 6-16 YA g HI HRV 3isdhtE CAVGHRV,) kg 4ilmA........93
® 617 Lifg A T HY HRV Wbt CAVGHRV,) e 41mA........94

* 6-18 RYIA ity HE HRV jishtE C AVGHRV,) R 4R ........ 95






1 5®

1 B¢

1.1 XFiiahs

—ANl, BHERKAYERE, DR AT AL R, RS B8 2 it
YERITRSR, IXKE, BRI A A A REUERF T i 4T (ET T, 2004,
XAPGPFTERIEN, BTSN, S TRsite (liquidity), CHfR
RGN (1996) A 40 T Hfiidk:

BN TE R — P B ARG . AP S Ak, 55 BRI P
FEREAT, NATA WG —FA B ek b, 1wy — MU 548 5 & R 0 5 Al
SCHCE A BV R FR . SRS R4 i F ) = B WA B T I, I 2
KA G R

Newlyn (1962) XFUmahfhm) =Fh 3 ZMEEEAT TR MPEd. 58— &
“ENHHE 7. R B W7 BRI H A R, I R AR SR
PEARE FARMEIA E, stn] DIATELS b 4 “BIH 7 gk, DORRIAR K
H S 7m SRR B B 7 A SRR (8 7 BRI 4% il 2 1 AR A
RGN, KUPRDUICRATIRANE, BRSO A 2 H, — Bk BRI IK W]
BEPERLAR, FEASAT ERBURIMRES . LR Al i, — R s iish it &
s EUERE S AP I RE AR, AN R AR AN A A T
M BT ) Car R ED.

RN

e
BwE
A

i)
B 1-1 DL “RIEH” wERNRERIE



A BT I LA SS9

TANPER S A EEMES (@Y (easiness)o X —HEEE XN T MARH
RS MR IR, RIM/Y. RS SOE: R LSRR, — 4w
1 EEACRE 2 2 1E 7 Y A 5K s 10— M EE AR s HH K95, BL 223 e K 4

TANPER S = A EEM S 4R J) (financial strength). &RlJIHEA]2
JE&T AR FANGRTT “Z 87 — kDN (K. o] P b2
FMl St e AN RZRA S H B8 AR Bt TG, BdiTnT LU Ry 24
FEAT IV LA S (B AN 2 24 UM A A R RO BURF () FIABAA N FB TSk i Ca) )

MIETBURZ TRl D) (Z); AENAZ S F ATy 175 e A W A iR
fBOE ot 2 e R FA NERT T, DIl BAARZ 41, AESRIREI AN G A X ok
fifot, PIAAE o # IR —E s, BT —sE ) “ Afiiin ™ o, nTEUHIRN
H—iB oY K. XA, SRIREREN:

Z=g+a,—(I,-oY)

MR AT IINE R, 75 “BH 7R M “SUiRATH " R TRUE K
(1 52 2 AR A5 (R AR B (RMBGE 2 15 FRATT AT A S A FLHRAH 1M 45 2 (AL R 1T 1)
G RIEA N g-oY "

T CHIMA/RIS R RE T R (1 Fadae SOp, S — & e e L 11,
BV 7™ (Rt 20 1 XUISS: 2 A P oA R 2351 1 iy A PR AR XU, s 58 — AN
DR TAE R A B TR AN TE ™A% DR FEE) X~ Hisgm; 55 =M
D) AAAN A RIS T 1R REAR L S 1 P 45 G S o i T AL BN 1 o AN E SR AR v LA
A TSN S BN A B LRl gt = CLLSR AR SR (¥R BRI fie
JIRELfRERBPEN]

SPATHE R S 1r) AORL E SC E WAE B T P B P A, BRATTRTBUKR
W, SRENME I AR T AR —— TR W R R AR IR D I, AR IL N AT
AN B0 A BE iRt A 1 = S Fo B AR = AN TR 1

1o BE AR

TE— R SR, B B R TR s P i S AR 2 — B R, X

U« MR RAE G CHTIRURKE TR R DF KL, 28 UF Rl ARAE, 1996
@ JEl Hicks (1962) Frfiaki: *Amw%ﬁWMMﬁhfmmb%%%ﬁﬁ%%%ﬁ%ﬁl%o%%
AL RO A 2 P 4 T SRR R SR s P P B



Degree papers are in the “Xiamen University Electronic Theses and Dissertations Database”. Full
texts are available in the following ways:

1. If your library is a CALIS member libraries, please log on http://etd.calis.edu.cn/ and submit
requests online, or consult the interlibrary loan department in your library.

2. For users of non-CALIS member libraries, please mail to etd@xmu.edu.cn for delivery details.



http://etd.xmu.edu.cn/
http://etd.calis.edu.cn/
mailto:etd@xmu.edu.cn

