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Abstract
Should investors be willing to pay higher prices for more liquid assets than for otherwise similar assets that are less liquid? If the answer is yes, how much should the premium
be for liquid assets? Conversely, how do we estimate the discount for illiquid assets? In this paper, we argue that it is a mistake to think of some assets as illiquid and others as
liquid and that liquidity is a continuum, where some assets are more liquid than others. We then examine why liquid assets may be priced more highly than otherwise similar
illiquid assets and why some investors value liquidity more than others. We follow up be presenting the empirical evidence that has accumulated over time and across different
assets - financial and real - on the cost of illiquidity. Finally, we consider how we can use the theory and evidence on illiquidity to estimate the effect of illiquidity on the value of
an asset or business.

Keywords: marketablity, illiquidity discount, liquidity discount, liquidity

JEL Classification: G12, G24, G34

Suggested Citation

Show Contact Information

0 References

Fetch References

0 Citations

Fetch Citations





Download This Paper (Delivery.cfm/SSRN_ID841484_code20838.pdf?abstractid=841484&mirid=1)

Open PDF in Browser (Delivery.cfm/SSRN_ID841484_code20838.pdf?abstractid=841484&mirid=1&type=2)

Do you have negative results from your research you’d like to share?

Submit Negative Results (https://www.ssrn.com/index.cfm/en/Negative-Results/)

Paper statistics

DOWNLOADS 5,423

ABSTRACT VIEWS 17,377

We use cookies that are necessary to make our site work. We may also use additional cookies to analyze,
improve, and personalize our content and your digital experience. For more information, see our Cookie
Policy (https://www.elsevier.com/legal/cookienotice)

Cookie Settings Accept all cookies

https://www.ssrn.com/
https://papers.ssrn.com/sol3/ShoppingCart.cfm
https://www.ssrn.com/index.cfm/en/subscribe/
https://hq.ssrn.com/submissions/CreateNewAbstract.cfm
https://papers.ssrn.com/sol3/DisplayJournalBrowse.cfm
https://blog.ssrn.com/
https://www.ssrn.com/index.cfm/en/contactus/
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID841484_code20838.pdf?abstractid=841484&mirid=1
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID841484_code20838.pdf?abstractid=841484&mirid=1&type=2
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=20838
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID841484_code20838.pdf?abstractid=841484&mirid=1
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID841484_code20838.pdf?abstractid=841484&mirid=1&type=2
https://www.ssrn.com/index.cfm/en/Negative-Results/
https://www.elsevier.com/legal/cookienotice


SSRN Quick Links

SSRN Rankings

About SSRN

 (https://www.facebook.com/SSRNcommunity/)
 (https://www.linkedin.com/company/493409?

trk=tyah&trkInfo=clickedVertical%3Acompany%2CentityType%3AentityHistoryName%2CclickedEntityId%3Acompany_493409%2Cidx%3
 (https://twitter.com/SSRN)

(http://www.elsevier.com/)

16  Citations

Related eJournals

View more 

Recommended Papers

Short Sale Constraints and Stock Returns (https://papers.ssrn.com/sol3/papers.cfm?abstract_id=281514&rec=1&srcabs=841484&pos=1)
By Charles M. Jones (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=17841) and Owen A. Lamont (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?
per_id=16329)

Short Sale Constraints and Stock Returns (https://papers.ssrn.com/sol3/papers.cfm?abstract_id=285614&rec=1&srcabs=841484&pos=2)
By Charles M. Jones (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=17841) and Owen A. Lamont (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?
per_id=16329)

Breadth of Ownership and Stock Returns (https://papers.ssrn.com/sol3/papers.cfm?abstract_id=247049&rec=1&srcabs=841484&pos=3)
By Joseph Chen (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=88071), Harrison G. Hong (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=342554),
...

View more 

RANK 2,924

PlumX Metrics

(https://plu.mx/ssrn/a/?
ssrn_id=841484)

Capital Markets: Asset Pricing & Valuation eJournal (https://papers.ssrn.com/sol3/JELJOUR_Results.cfm?form_name=journalBrowse&journal_id=1508951)

 Follow 

Finance Education eJournal (https://papers.ssrn.com/sol3/JELJOUR_Results.cfm?form_name=journalBrowse&journal_id=282)

 Follow 





Feedback 

Submit a Paper  (https://hq.ssrn.com/submissions/CreateNewAbstract.cfm)













Copyright (https://www.ssrn.com/index.cfm/en/dmca-notice-policy/)  Terms and Conditions (https://www.ssrn.com/index.cfm/en/terms-of-use/)
Privacy Policy (https://www.elsevier.com/legal/privacy-policy)

All content on this site: Copyright © 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and
similar technologies. For all open access content, the Creative Commons licensing terms apply.

https://www.facebook.com/SSRNcommunity/
https://www.linkedin.com/company/493409?trk=tyah&trkInfo=clickedVertical%3Acompany%2CentityType%3AentityHistoryName%2CclickedEntityId%3Acompany_493409%2Cidx%3A0
https://twitter.com/SSRN
http://www.elsevier.com/
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=281514&rec=1&srcabs=841484&pos=1
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=17841
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=16329
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=285614&rec=1&srcabs=841484&pos=2
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=17841
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=16329
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=247049&rec=1&srcabs=841484&pos=3
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=88071
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=342554
https://plu.mx/ssrn/a/?ssrn_id=841484
https://papers.ssrn.com/sol3/JELJOUR_Results.cfm?form_name=journalBrowse&journal_id=1508951
javascript:void(0);
https://papers.ssrn.com/sol3/JELJOUR_Results.cfm?form_name=journalBrowse&journal_id=282
javascript:void(0);
https://hq.ssrn.com/submissions/CreateNewAbstract.cfm
https://www.ssrn.com/index.cfm/en/dmca-notice-policy/
https://www.ssrn.com/index.cfm/en/terms-of-use/
https://www.elsevier.com/legal/privacy-policy


(http://www.relx.com/)

 (https://papers.ssrn.com/sol3/updateInformationLog.cfm?process=true)

We use cookies to help provide and enhance our service and tailor content.

To learn more, visit Cookie Settings. 

http://www.relx.com/
https://papers.ssrn.com/sol3/updateInformationLog.cfm?process=true

