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Volume Price Relationship Analysis in Stock Market Under Assumptions on Market
Participants’ Behaviors: Model and Empirical Tests

ZHAI At mei, ZHOU Tong
(International Business School, Sun Yat sen University, Zhuhai 519082, China)

Abstract: Based the assumptions on market participants’ irrationality and from the demand-supply perspec
tive, the paper studies the volume-price relationship in stock market. Firstly the paper assumes that mar
ket participants’ are urge to win and delay to lose, and derives the demand curve and supply curve in the
stock market through demandsupply analysis, then defined the initial equilibrium, and applies the compar
ative statics to study how new information arrival influences the initial equilibrium. It is found that volume
and price change are positively correlated meanwhile volume and absolute price change are positively corre
lated. The paper finally run empirical tests based on the historical data in the Chinese A stock market, and
the empirical conclusion support the theoretical conclusion.

Key words: stock market; volume price relationship; behavioral finance; market participants’ behaviors



