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Does Margin Trading Promote the Stock M arket Liquidity?

LIU Qian'

Empirical Evidence from the A-share M arket

ZHU Minwu?

(1. Sun Yat-sen University Sun Yat-sen Business School Guangzhou 510275 China;
2. Guangzhou Rural Commercial Bank Guangzhou 510000 China)

Abstract: The effects of margin trading on the stock market liquidity has not reached a conclusion. But most of the scholars

been significantly improved.

conclude that margin tradings will boost the stock market liquidity. With datas from Shanghai and Shenzhen stock market this
paper concludes that liquidity of the underlying stocks is significantly lower than the non-margin-arget stocks; margin tradings
significantly boost the individual stock liquidity which is because of margin purchase. The effect of short-sell is also weak. In

addition the result of comparision of the stocks’ liquidity before and after margin tradings shows that the liquidity level has

Key words: margin trading; liquidity; ask-bid spread; illiquidity



