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The Sudy of the Relationship Between Liquidity and The SSE Composite Index
Rate of Return Based on Time Varying Parameter Model

WANG Yuan-yue, L IANG Cui-cui
(College of Economic, Ocean University of China, Qingdao 266071, China)

Abgtract : Thispaper explores the dynamic relations between the liquidity and the rate of returnfor time se-

ries characteristic by usng the data of Chinese stock market ,and constructs a time varying parameter model
based on the state-space model. The major findings are asfollows: with the background of excessliquidity
in recent years, macro-liquidity coefficient of elasticity show an upward trend Besdes, the coeficients e
lasticity in energy , steel , and financial sectors experienced more dramatic fluctuations, while the pharma-
ceutical industry isless sendtive to time-varying elasticity coefficient. Asthe development of Chinese stock
market , security market (micro - liquidity) coefficient of elasticity gradually stabilizesg
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