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Table 1 Result of Descriptive Statistics
Ar Bt HE PR BAME 25 fu¥ PO¥ TSl ®OKE WL B
I 0.071 0. 096 - 0. 041 0. 015 0.043 0. 092 1. 483 2254
Pl 0.416 0. 826 - 1.705 -0.074 0.371 0. 855 5. 146 2 576
PI, 0. 245 0. 781 - 1. 744 - 0. 259 0. 206 0. 676 5.075 2 576
LNAESP - 5.889 0. 391 - 7.087 - 6.139 -5.907 - 5. 683 -3.181 2254
LNAQSP - 5.957 0. 403 —17.087 - 6.246 -5.995 -5.711 -3.338 2254
IVLNAESP  -5.903 0. 347 - 6.931 - 6.109 -5.933 -5.742 - 3.459 2254
IVLNAQSP  -35.965 0. 358 -7.120 - 6.190 -5.998 -35.780 -3.751 2254
Topr 0.413 0. 164 0.032 0.285 0. 400 0. 542 0. 849 2254
TOP? 0. 197 0. 143 0. 001 0. 081 0. 160 0. 294 0. 720 2254
BALA 0. 446 0. 488 0. 003 0.073 0.243 0. 665 2,395 2254
DUAL 0.135 0.342 0. 000 0. 000 0. 000 0. 000 1. 000 2 254
LNDR 2.230 0.223 0. 693 2.197 2.197 2. 398 2. 944 2254
INDR 0. 287 0.121 0. 000 0. 250 0.333 0.333 0. 600 2254
MSHR 0. 000 0. 001 0. 000 0. 000 0. 000 0. 000 0.019 2 254
TRNO 1.769 1. 584 0. 113 0. 670 1. 089 2.310 8. 847 2254
LNA 21.288 0. 892 18. 742 20. 694 21.214 21. 834 25. 346 2 576
DROE 0. 708 24,292 -415.063 -0.735 0.163 2. 266 318. 520 2254
TRSH —0.055 0. 403 —0.835 -0.234 -0.143 —0. 004 5.512 2254
Q 1.421 0. 637 0. 709 1. 047 1.221 1. 557 7. 490 2254
SR -0.011 0.310 -0.983 -0.195 -0.048 0.114 2,202 2254
CF 0. 058 0. 108 - 1.380 0.016 0. 056 0. 104 0.717 2254
RET, 0. 091 0.619 -0.917 -0.282 -0.028 0.322 5.233 2254
RET, 0. 125 0. 760 -0.993 —0.345 -0.051 0.373 8.215 2254
LEV 0.467 0.176 0. 008 0.33%9 0.477 0.597 0.970 2254
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Table 2 Regression Result of Stock Liquidity and Price Informativeness
R (A2 &l AESP) SR st (A2 &l AQSP)
(1) (2) (3) (4) (5) (6)
L. IVLIQ 0. 107 0. 097
(3.703) (3.478)
= ! - = i LLJ = 3 L E] _2. 252
LIQHAT 7.746 5.348 5. 044
(-3.375) (=2.474) (-2.537) (-1.181)
UQHAIQ - 0.658""" —-0.468"" -0.399"" -0.173
(-3.392) (—2.545) (-2.308) (-1.025)
T0P - 1.629""" - 0.097 -0.077 —-1.614""" -0.412 —-0.521
(-3.121) (-0.071) (-0.062) (—3.208) (-0.302) (- 0.420)
TOP 1.369°"" 0. 558 0. 561 1.336""* 0. 801 0. 896
(2.695) (0.448) (0.494) (2.728) (0. 647) (0.798)
BAIA -0.154""" 0. 144 0.174 -0.146""" 0.118 0. 134
’ (-2.820) (1.020) (1.293) (-2.673) (0. 808) (0.959)
DUAL 0.033 - 0.021 -0.041 0. 006 -0.020 -0.037
’ (0.956) (=0.360) (-0.683) (0.213) (-0.337) (- 0.604)
INDR 0. 039 - 0. 057 -0.130 0. 046 - 0. 052 -0.121
(0.746) (-0.579) (-1.351) (0. 881) (-0.521) (-1.226)
INDR 0. 051 0.212 0.172 0. 080 0.215 0.179
(0.457) (0.877) (0.746) (0.705) (0. 875) (0.758)
MSHR — 46,497 - 43,714 -25.276 - 47.910""" —-56.197** - 40.763"
‘ (-7.198) (- 1.800) (-1.268) (—-6.462) (-2.056) (- 1.748)
TRV 0.011 0.046"" 0. 006 0. 008 0.045"" 0. 008
(0.962) (2.192) (0.310) (0.727) (2.153) (0.378)
INA -0.191""" -0.282""" -0.260"" -0.177""" -0.319""" -0.305"""
(-5.514) (-2.849) (=2.551) (-5.014) (-3.126) (-2.951)
DROE 0. 000 -0.001° -0.001 0. 000 - 0. 001 - 0. 001
(0.207) (-1.672) (-1.486) (0.431) (-1.510) (-1.314)
TRSH -0.071"" 0.572°"" 0.436"** -0.090""" 0.511** 0.358*"*
(—2.347) (5.161) (4.036) (-3.052) (4.473) (3.166)
| -0.792 - 16. 401 -9.267 - 1.520 - 7.968 0. 265
(-1.067) (-2.544) (-1.548) (-2.021) (-1.365) (0.048)
O 2 254 2 254 2 254 2 254 2 254 2 254
% R 0. 347 0. 452 0. 387 0.433 0. 449 0. 384
Fil 72.751°*° 91.605*" 66.329 """ 76.033 " 87.912** 64.027"""

E Q) AEG)MBEERAPLEQG) 26 MEXEFAPL;ESTPRHES A A A cAEAN G RERGFE
BEEHA FA LA H St Peterson' P 89 Cluster (LB 8 ;" A A10% G2 EB AT LI E “HES 2 EHAAFERZE
HEIDHITFRKXFLEE L AT7RE—M. TH.
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Table 3 Regression Result of Stock Liquidity, Price Informativeness and Investment
Q-PI, Q-PI, SR-PI, SR-PI, Q-PIL, Q-PI, SR-PI, SR-PI,
(7) (8) (9) (10) (11) (12) (13) (14)
L PRI -0.014 -0.014 - 0. 009 - 0. 009 - 0.008 - 0. 008 - 0.005 - 0. 005
(-1.011) (-1.013) (-0.807) (-0.797) (-0.699) (-0.706) (-0.626) (-0.629)
L. PI,PRI 0.012 0.013 0.011 0. 011 0.010 0.010 0.012 0.011
(1.405) (1.419) (1.144) (1.116) (1.216) (1.240) (1.095) (1.073)
L Pl -0.015 - 0.015 0. 002 0. 002 -0.012 -0.012 0. 002 0. 002
(-1.461) (-1.468) (0. 494) (0.528) (-1.212) (-1.224) (0.515) (0. 560)
L. LNAESP -0.015 -0.013 -0.015 -0.013
(-2.125) (- 1.780) (-2.052) (- 1.796)
= 0. ™ -0.013 - 0. - -0. *
L. LNAQSP 0. 016 0.016 0.013
(-2.059) (-1.640) (-2.001) (-1.667)
CF 0.053***  0.053°**" 0.054*** 0.054*** 0.053*** 0.053°*" 0.054"*"*  0.053°*
(3.349) (3.350) (3.367) (3.362) (3.348) (3.347) (3.350) (3.345)
LI -0.034* -0.035"" -0.033"" -0.033""" -0.033"" -0.034""" -0.033""" -0.033*"
(-3.542) (-3.554) (-3.539) (-3.524) (-3.428) (-3.448) (-3.507) (-3.495)
RET -0.009*"" -0.009*** -0.009° -0.009°"" -0.009*** -0.009°*" -0.009""* -0.009""
' (-3.134) (-3.150) (-2.947) (-2.972) (-3.046) (-3.058) (-2.972) (-2.998)
L 1EV -0.058*" -0.058** -0.056"* -0.057*" -0.058** -0.058*" -0.057*" -0.057""
(-2.367) (-2.393) (-2.373) (-2.415) (-2.347) (-2.375) (-2.367) ( —2.408)
W 0.746**"  0.746°*"  0.742***  0.739°**  0.723***  0.722°"  0.725°*"  0.723°*
’ (3.746) (3.745) (3.840) (3.824) (3.616) (3.614) (3.771) (3.759)
FURIEED 2 254 2 254 2 254 2 254 2 254 2 254 2 254 2 254
Vi R 0. 035 0. 035 0.032 0.032 0.033 0. 033 0.032 0. 032
F & 5.254**  5.247°** 5,318  5.303**°  5.255°" 5.250**  5.285°*"  5.261**"
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W (CF) | =5 3 JB o MR A4 B9 2 B2 ( D RET, k) 5
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HKF B3 K, X AT A T E 2 B SEHE BT
REW .5 MR B, 4 BF 58 & i H RET, % A RET, #
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il , R FIIR
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B E R BRSNS @8 24T 04 B 0 R R
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Stock Liquidity, Price Informativeness and
the Investment Decision of the Firm

GU Nai-kang, CHEN Hui
School of Business, Sun Yat-Sen University, Guangzhou 510275, China

Abstract ; At present, the interdisciplinary research of market microstructure and corporate finance is a hot topic. Based on bal-
anced panel data of non-financial listed companies of Shenzhen Stock Market and Shanghai Stock Market from 2001 to 2007 which
issue A-shares only, the paper explores the relationship between stock liquidity, price informativeness and firm investment deci-
sion by employing the relative effective spread and the relative quoted spread constructed by high frequency data. The results
show that the relationship between stock liquidity and price informativeness is inverted U-shape, but the price informativeness
doesn't affect the investment-price sensitivity. This means that the investors in the market may pay more attention on digging the
information that they already have but hasn’t been disclosed rather than the information that they don’t have, so the managers
don’t make investment decision according to it. It also shows that the relationship between stock liquidity and firm investment lev-
el is positive. This means that the stock liquidity can affect the firm's investment opportunity set and further affect the firm's in-
vestment behavior. Robust tests with various parameters all lead to the same result.

Keywords ; stock liquidity; price informativeness; investment decision ;investment-price sensitivity
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