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Marketability Discount, Value Transfer and Lockup Expiration

LIU E-ping, TANG Shun

(School of Management, Sun Yat-sen University, Guangzhou 510275, China)

Abstract: Based on option pricing model, this paper puts forward the marketability discount
model and marketability value transfer hypothesis and analyzes the price effect of lockup expiration
to reveal the mechanism of the effect of lockup expiration events on stock prices. It comes to the fol-
lowing conclusions: firstly, according to marketability discount model, the marketability value of
tradable shares decreases as the lockup period shortens, and in essence, the lockup expiration is a
marketability value transfer process form tradable shares to non-tradable shares; secondly, the cu-
mulative abnormal returns resulting from lockup expiration events decline significantly, steadily and
continuously before the expiration date, but rebound slightly after the expiration date; lastly, higher
added tradable shares ratio, arbitrage risks and willingness to reduce non-tradable share holding
strengthen the negative effect of lockup expiration events on stock prices. This paper provides a no-
vel theoretical perspective for the study of stock price anomalies resulting from lockup expiration and
a theoretical basis for stock pricing before lockup expiration. The conclusions also make help for in-
vestors to grasp stock price trends and optimize investment decisions.

Key words: marketability; value transfer; lockup expiration (FTHERE B )
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