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ZF :a:¥d : - negative; + positive; * significant; ¢ insignificant,

b : AEFOO=Alexander et al (2000), AM91=Amihud and Mendelson(1991), CS99=Chakravarty and Sarkar(1999),
CT95=Crabbe and Turner(1995), DN02=Diaz and Navarro(2002), EG98=Elton and Green(1998),
EGAMO2 =Elton et al,(2002), ER01=Ericsson and Renault(2001), FO2=Fleming(2002), GM92=Gehr and
Martell(1992), HW00=Hong and Warga(2000), JMPO2=Jankowitsch et al (2002), K02=Krishnamurthy(2002),
KU00=Kempf and Uhrig—Homburg(2000), M01=McGinty(2001), MRO2=Mullineaux and Roten(2002),
S01=Schultz(2001), SBP93=Shulman et al (1993), SW89=Sarig and Warga(1989), W92=Warga(1992).
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A& : Houweling et al (2005)
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Abstract

Liquidity Risk Premium in Corporate Bonds

This paper estimates the liquidity risk premium in corporate bonds in
Korea, To pin down the premium, we construct liquidity sorted portfolios and
control credit risk and interest rate risk proxied by credit ratings, remaining
maturities, credit spread, and term spread, In the first model, we find that,
even after controlling credit risk and interest rate risk, the illiquid portfolio
have about 1% higher yields, hence the liquidity risk premium, In the second
model where we consider liquidity risk factor along with other 4 factors, we
also find the significant liquidity risk premium, It implies that improving
liquidity in corporate bond market would drive down the funding cost of
firms, Against such background, we discuss the policy measures such as

promoting the investments of pension funds, mutual funds, and ETF's,
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