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ABSTRACT

Using a liquidity measure of Lui (2006) to examine liquidity premium in MAI

market during period January 2005 to the first quarter of 2015, the study finds that the

existence of liquidity premium is inconclusive. This indicates that, liquidity might not

be an important pricing factor. A two factor (market and liquidity) model and a four

factor (market, SMB, HML and liquidity) model fail to explain the stock return. Only

CAPM can explain asset price in this study, while Fama and French three factor

model fails to capture return of stock price. The finding of this study is contrary with

the previous studies mainly due to data limitation.
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