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Abstract

In security market, liquidity is not only importatd the measure-
ment of asset return and the evaluation of markethanism execution,
but also to the key factor of return. It is wortkpkring if investors,
facing information asymmetry, can obtain effectivgormation to
decrease risk by observing the relationship betwiegndity and stock
return. Especially after subprime crisis and finahdsunami, it is
obvious that the volatility of liquidity faced bynancial industry is far
greater than that of other industries.

This thesis is to study financial sector in Taiwequity market
through Fama-MacBeth (1973) cross-sectional regnesmalysis, using
turnover as liquidity indicator. By using Amihu@002) method, liquidity

Is divided into two parts: expected and unexpecidten market risk,
firm size and b/m ratio in the three-factor modélFama and French
(1992~ 1993) are taken into account. The percentage of shaldsoly

foreign investors is the variable of explainatidrstmck return. Then this
study verifies if there is any liquidity premium any factor influencing
cross-sectional stock return for financial seatofaiwan equity market.

The results are: (1) the relationship between lagtd return is
extremely small and negative, an outcome resultea the special asset
structure in financial sector.; (2) The companyesiz important in
financial sector; (3) there is no evidence suppgrtianuary effect, but
Chinese New Year effect exists; and (4) from thesppective of expected
liquidity, liquidity premium does not exist, but is found that, by
analyzing investors’ response to the change of pmebed liquidity,
liquidity premium indeed exists in financial segtonly with different
distribution channel.

Keywords : stock return ~ liquidity premium -~ Fama-French three

factor model ~ cross-sectional regression analysissize effect.
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C

Lturn Uturn Beta B/M For  adj-r? D-W

-1.0703 -0.1787  6.9984  -0.1152 2.9491 -0.1058 0.2126 2.0430
(-1.0028) (-0.6521) (17.0857) (-0.1725) (3.6785) (-0.6494)

*)

C

Lturn Uturn Beta B/M For  Adj-r? D-W

44050 0.6121 8.8319 -0.6676 3.6528  0.4993 0.2412 2.0100
(-3.5966) (2.0363) (18.1158) (-1.0138) (5.7332) (2.3064)

(*)

C

Lturn Uturn Beta B/M For  Adj-Rr? D-W

-0.0379 -0.1550 5.3922 05863  0.2415 0.0174 0.0964 2.1883
(-0.0401) (-0.5815) (10.5807) (1.2257) (2.7722) (0.1046)
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C Lturn Uturn Beta B/M For JanDum FebDum

3.2934 -0.0779 81923 0.0030 05521 0.0388 0.5386 3.6606
(1.9807) (-0.4444) (29.6125) (0.0076) (3.6705) (0.3347) (0.8389) (5.9691)
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date C Lturn | Uturn| Beta Size B/M For | Adj-r?| D-W S.E.
2002/02 | 10.890 | -1.832 | 3.418 | -2.528| -0.724| 0.768 | -0.462| 0.036 | 2.132| 5.615
2002/03 | -9.879 | 1.460| 12.760 -1.193| 0.648 | 1.579| 0.634 0549 2170 4.971
2002/04 | -21.116| 0.742 | 19.630 7.674 | 0.847| 0.187] -0.0983 0.347 | 1.611| 12.268
2002/05| 10.275| -3.650 | 3.810 | 4.866| -0.346 -4.661| 0.857 | 0.297| 1.756/ 5.141
2002/06 | 10.408 | -3.122 | 8.525 | -2.035| -0.752 | 3.163 | -0.693| 0.178 | 1.756| 6.336
2002/07 | 4.846 | -1.037| 2.722 | -9.270| -0.580 | 4.199 | 0.268| 0.217, 1.44% 6.149
2002/08 | 30.589 | 0.273 | 2.500| 0.255 -2.859-2.934| 0.758 | 0.019| 1.765 7.199
2002/09 | -1.260 | -2.717| -3.897 | -6.348 | 0.101 | -4.140, 0.537 | 0.228| 2.096( 7.482
2002/10 | 12.717 | 2.628 | 4.316| 11.387 -1.163| -2.382| -0.314| 0.369 | 2.198| 7.415
2002/11| 1.869 | 0.718| 5.101 3.108 -0.9954.680 | 0.136| 0.424 2.393 5.553
2002/12 | 31.434 | 0.614 | 12.628 2.295 | -2.658| -0.507 | 0.392 | 0.556| 2.187] 7.568
2003/01 | 18.133 | -1.709| 3.227 | 15.563| -2.322| 2.582 | 0.322 | 0.382 | 2.237 | 11.316
2003/02 | 21.284 | -3.866| 4.286 | -0.716 | -2.225| -2.188 | 0.837 | 0.209 | 2.196 | 6.092
2003/03 | -3.827 | -1.934| 3.372 | -1.515| 0.744 | -0.945 | -0.215| 0.090 | 1.667 | 4.787
2003/04 | 1.935 -0.922| 5.845 | -3.238 | -0.142 | -1.898 | -0.092 | 0.054 | 1.709 | 5.388
2003/05 | 20.772 | -0.186| 6.351 | 4.661 | -1.594 | 1.852 | 0.399 | 0.216 | 2.196 | 4.669
2003/06 | -5.983 | -0.117| 5.233 | 4.332 | 0.376 | 1.908 | -0.583 | 0.398 | 1.510 | 4.338
2003/07 | 27.438 | -2.325| 7.490 | 6.265 | -2.765 | -2.009 | 0.908 | 0.135 | 2.235| 6.300
2003/08 | 26.290 | 1.100 | 11.191| 5.144 | -2.481 | 1.091 | 0.984 | 0.206 | 1.899 | 7.481
2003/09 | -7.467 | -0.914 | 4563 | -7.052| 1.161 | 0.578 | 0.511 | 0.355 | 2.068 | 4.444
2003/10 | 19.291 | 5.081 | 14.916| 0.339 | -1.495| -2.972 | -0.433| 0.492 | 1.527 | 8.419
2003/11 | 5.899 -2.354| 16.699| 0.547 | -0.744 | 10.225| 1.077 | 0.635 | 2.125 | 4.279
2003/12 | -6.904 0.434| 5.122 | 0.189 | 0.564 | 2.461 | 0.388 | 0.035 | 1.659 | 4.197
2004/01 | 12.302 | 1.483| 7.951 | 4.072 | -1.199| 1.529 | -0.902 | 0.351 | 2.244 | 5.475
2004/02 | 9.532 2.867| 11.999| 8.018 | -1.725| 2.935 | -3.293 | 0.541 | 2.274 | 10.438
2004/03 | 18.094 | -2.482| 6.329 | -3.622 | -1.146 | 3.543 | -0.130| 0.142 | 2.546 | 5.846
2004/04 | -27.128 | 3.475 | 5.608 | -5.403 | 2.914 | -6.013 | -0.214 | 0.486 | 2.119 | 4.029
2004/05 | -27.033 | 2.390 | -7.539 | -1.861| 1.560 | 3.141 | 0.107 | 0.109 | 2.458 | 6.169
2004/06 | -1.395 0.731| 2.106 | -3.483 | 0.071 | 1.400 | 0.259 | 0.047 | 1.870 | 5.272
2004/07 | -9.290 | -1.547| 2.025 | -7.505| 1.464 | -0.061 | 0.101 | 0.363 | 1.897 | 4.810
2004/08 | 0.490 -0.678| 4.390 | 4.421 | 0.189 | 1.784 | 0.506 | 0.153 | 1.661 | 4.152
2004/09 | 41.044 | -1.208| 5.264 | 3.798 | -2.997 | -9.574 | 0.391 | 0.446 | 1.797 | 5.411
2004/10 | -25.265| 0.280 | 7.795 | 1.137 | 2.179 | 2.165 | -0.483| 0.380 | 1.797 | 4.173
2004/11 | -4.927 | -1.135| 7.294 | 3.811 | 0.136 | 1.015 | -0.091 | 0.425 | 2.281 | 3.715
2004/12 | 12.349 | 1.573| 4.891 | -2.171 | -0.698 | -1.056 | -0.462 | 0.157 | 2.073 | 3.658
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2005/01 | -1.639 0.383| -1.040| -3.123 | 0.328 | -1.677 | -0.929 | 0.152 | 1.709 | 3.089
2005/02 | -2.279 0.920| 2.248 | -1.081 | 0.121 | 2.465 | 0.336 | 0.063 | 1.529 | 2.295
2005/03 | -16.150 | -4.758 | 8.970 | 3.579 | 0.890 | 1.161 | 1.048 | 0.175 | 2.076 | 5.493
2005/04 | -13.119 | -0.990 | -1.938 | -0.876 | 0.585 | 2.615 | 0.954 | 0.154 | 1.377 | 5.326
2005/05 | -21.355| -0.240 | -1.059 | 1.039 | 2.134 | -0.391 | -0.105| 0.098 | 2.279 | 4.396
2005/06 | 9.209 | -0.776| 4.596 | 2.024 | -1.135| 5.720 | 0.158 | 0.471| 1.925 | 3.449
2005/07 | -9.692 3.429| 7.297 | -0.431| 0.673 | -0.337 | 0.135 | 0.349 | 1.592 | 4.676
2005/08 | -24.427 | -1.048 | -1.013 | -3.749| 1.795 | 4.384 | 0.587 | 0.117 | 1.592 | 5.203
2005/09 | 0.658 -2.795| -2.760 | 4.093 | -0.837 | 4.095 | 1.771 | 0.064 | 1.965 | 6.542
2005/10 | -12.837| 0.351 | -1.023 | -7.800 | 0.987 | 2.801 | -0.628 | 0.067 | 2.348 | 6.244
2005/11 | -6.931 1.317| 0.265 | 3.590 | -0.170| 6.351 | 0.996 | 0.121 | 2.027 5.617
2005/12 | 28.831 1.444| 1.398 | 2.144 | -2.677 | -3.199| 0.053 | 0.260 | 1.867 | 4.431
2006/01 | -23.839 | 1.379 | 4.301 | -0.167 | 2.377 | -2.301 | -0.868 | 0.166 | 2.018 | 4.636
2006/02 | -10.499 | 0.247 | 5.312 | 2.107 | 1.547 | -3.551 | -0.790| 0.574 | 1.356 | 3.658
2006/03 | 5.815 -1.558| -4.980 | -1.842| -1.129 | 0.600 | 1.390 | 0.067 | 1.821 | 4.674
2006/04 | 10.648 | -0.459| 6.423 | 6.538 | -0.497 | 0.456 | 0.704 | 0.286 | 2.390 | 6.240
2006/05 | 1.058 0.327| 8.900 | -0.109| -1.306 | 3.012 | 1.035 | 0.499 | 1.877 | 4.232
2006/06 | -13.691 | -0.071 | 3.758 | 1.463 | 1.523 | -1.135| -0.221| 0.188 | 2.261 | 4.713
2006/07 | 10.720 1.038| 6.418 | 2.045 | -1.016 | -2.845| 0.002 | 0.125 | 2.261 | 5.326
2006/08 | 25.155 | -1.067| 4.766 | -2.272|-2.323 | -2.300, 0.825 | 0.146 | 2.101 | 5.048
2006/09 | -1.475 1.237| 7.399 | 4481 | 0.620 | 1.146 | -0.765| 0.118 | 1.797 | 7.342
2006/10 | 7.109 -0.782| 4.404 | 1.547 | -0.893| 1.331 | 0.682 | 0.208 | 2.109 | 3.977
2006/11 | 5.354 -1.167| 5.200 | 1.764 | 0.693 | -3.033 | -1.122 | 0.225 | 1.469 | 4.941
2006/12 | 0.405 1.625| 8.855 | 0.536 | -0.460 | 3.921 | 0.870 | 0.486 | 2.137 | 4.603

2007/01 | 19.090 | 3.058| -2.705| -7.116 | -1.005 | -1.310| 0.328 | 0.158 | 1.744 | 6.937
2007/02 | 8.810 -1.383| -0.889 | 0.884 | -0.712 | -2.241| 0.292 | 0.261 | 1.623 | 2.297
2007/03 | -2.673 1.584| 0.701 | -0.271| 0.179 | -0.040 | -1.735| 0.175 | 2.122 | 4.718
2007/04 | -1.045 -0.718| 0.274 | 2.328 | 0.028 | -1.219| -0.718 | 0.058 | 1.806 | 5.358
2007/05 | 17.635 | -1.208| -6.039 | -1.128 | -1.054 | -2.899 | 1.190 | 0.284 | 1.963 | 8.096
2007/06 | -23.932 | 3.442 | 16.570| 0.722 | 1.629 | 7.156 | -0.829 | 0.476 | 2.529 | 6.948
2007/07 | 12.302 1.483| 7.951 | 4.072 | -1.199 | 1.529 | -0.902 | 0.351 | 2.244 | 5.475
2007/08 | 9.532 2.867| 11.999| 8.018 | -1.725| 2.935 | -3.293 | 0.541 | 2.274 | 10.438
2007/09 | 18.094 | -2.482| 6.329 | -3.622 | -1.146 | 3.543 | -0.130| 0.142 | 2.546 | 5.846
2007/10 | -12.837| 0.351 | -1.023 | -7.800 | 0.987 | 2.801 | -0.628 | 0.067 | 2.348 | 6.244
2007/11 | -6.931 1.317| 0.265 | 3.590 | -0.170| 6.351 | 0.996 | 0.121 | 2.027 5.617
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2007/12 | 28.831 1.444| 1.398 | 2.144 | -2.677 | -3.199| 0.053 | 0.260 | 1.867 | 4.431

2008/01 | -21.355| -0.240 | -1.059 | 1.039 | 2.134 | -0.391 | -0.105| 0.098 | 2.279 | 4.396

2008/02 | 9.209 | -0.776| 4.596 | 2.024 | -1.135| 5.720 | 0.158 | 0.471| 1.925 | 3.449

2008/03 | -9.692 3.429| 7.297 | -0.431| 0.673 | -0.337 | 0.135 | 0.349 | 1.592 | 4.676

2008/04 | -24.427 | -1.048 | -1.013 | -3.749| 1.795 | 4.384 | 0.587 | 0.117 | 1.592 | 5.203

2008/05 | -27.128 | 3.475 | 5.608 | -5.403 | 2.914 | -6.013 | -0.214 | 0.486 | 2.119 | 4.029

2008/06 | -27.033 | 2.390 | -7.539 | -1.861| 1.560 | 3.141 | 0.107 | 0.109 | 2.458 | 6.169

2008/07 | -1.395 0.731| 2.106 | -3.483| 0.071 | 1.400 | 0.259 | 0.047 | 1.870 | 5.272

2008/08 | -9.290 -1.547| 2.025 | -7.505| 1.464 | -0.061 | 0.101 | 0.363 | 1.897 | 4.810

2008/09 | -6.904 0.434| 5.122 | 0.189 | 0.564 | 2.461 | 0.388 | 0.035 | 1.659 | 4.197

2008/10 | 12.302 1.483| 7.951 | 4.072 | -1.199 | 1.529 | -0.902 | 0.351 | 2.244 | 5.475

2008/11 | 9.532 2.867| 11.999| 8.018 | -1.725| 2.935 | -3.293 | 0.541 | 2.274 | 10.438

2008/12 | 18.094 | -2.482| 6.329 | -3.622 | -1.146 | 3.543 | -0.130| 0.142 | 2.546 | 5.846

2009/01 | -27.128 | 3.475 | 5.608 | -5.403 | 2.914 | -6.013 | -0.214 | 0.486 | 2.119 | 4.029

2009/02 | -7.467 | -0.914 | 4563 | -7.052| 1.161 | 0.578 | 0.511 | 0.355 | 2.068 | 4.444

2009/03 | 19.291 | 5.081 | 14.916| 0.339 | -1.495| -2.972 | -0.433| 0.492 | 1.527 | 8.419

2009/04 | 5.899 -2.354| 16.699| 0.547 | -0.744 | 10.225| 1.077 | 0.635 | 2.125 | 4.279

2009/05 | -6.904 0.434| 5122 | 0.189 | 0.564 | 2.461 | 0.388 | 0.035 | 1.659 | 4.197

2009/06 | 12.302 1.483| 7.951 | 4.072 | -1.199 | 1.529 | -0.902 | 0.351 | 2.244 | 5.475

2009/07 | -9.692 3.429| 7.297 | -0.431| 0.673 | -0.337 | 0.135 | 0.349 | 1.592 | 4.676

2009/08 | -24.427 | -1.048 | -1.013 | -3.749| 1.795 | 4.384 | 0.587 | 0.117 | 1.592 | 5.203

2009/09 | 25.155 | -1.067| 4.766 | -2.272|-2.323 | -2.300, 0.825 | 0.146 | 2.101 | 5.048

2009/10 | -1.475 1.237| 7.399 | 4.481 | 0.620 | 1.146 | -0.765| 0.118 | 1.797 | 7.342

2009/11 | 7.109 -0.782| 4.404 | 1.547 | -0.893| 1.331 | 0.682 | 0.208 | 2.109 | 3.977

2009/12 | 28.831 1.444| 1.398 | 2.144 | -2.677 | -3.199| 0.053 | 0.260 | 1.867 | 4.431
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