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Abstract: In order 1o understand the interaction relationship betveen finance and stock market better, the pgper analyzes
the relationship betveen liquidity fluctuation and price fluctuation of stock market It summarizes the definitions of liquidity
and liquidity fluctuation, and proposes the research of liquidity and liquidity fluctuation in stock market It dealswith the peri-
odicity performance from rising o descending in stock market during 2005 © 2008 It canbines qualitative and quantitative
methods o analyze the causal relationship betveen liquidity fluctuation and price fluctuation of stock market On the one
hand, the liquidity fluctuation amuses the changesof price in stock market On the other hand, it putsfoward the concept of
" demonstrating effect of wealth growvth”. It maintains that the changes of price in stock market bring the demonstrating effect
of wealth growth  This kind of effect strengthens the liquidity fluctuation
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