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China’s Stock Market Liquidity Risk Measurement—LVaR
Sun Yunhui

Abstract: This paper solves the optimal liquidation period and liquidation losses—
LVaR using the SHSE 50 sample stocks to assume the price following arithmetic
random walk and investors minimizing the liquidation losses. The results indicate that
the higher liquidity group has the lower volatility, smaller temporary impact coefficient,
shorter liquidation period and lower liquidation losses—LVaR as compared with the
lower liquidity group; both the difference in liquidity and different liquidation strategy
will bring abig effect on liquidation losses; investors can adjust the portfolios according
to the market liquidity and take advantage of the optimal transaction execution strategy
to reduce the losses caused by theilliquidity.
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