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Many financial institutions or corporations around the world suffered severe
financial crisis or on the verge of bankruptcy due to lack of liquidity since the
global financial crisis happened in 2008. Their assets also experienced huge
discounts because of liquidity problems. New Basel III regulatory framework
highlights the importance of liquidity risk management implemented by financial
institutions. In addition, updated International Financial Reporting Standards
(IFRS) require the improvements about fair value measurements and reinforce
existing principles for disclosures about the liquidity risk associated with financial
instruments. Since liquidity risk cannot be measured objectively, it will become an
important research topic about how to evaluate and disclose the assets with
liquidity risk. This study employs the liquidity discount model developed by Chen
(2011) to investigate the liquidity risks embedded on Taiwan’s listed non-financial
firms. The results show that we can substantially measure the liquidity discounts
on the assets of those firms across different periods. Also, this model can provide a
significant explanatory power of a firm’s liquidity healthiness as well as a
predictive framework for a firm’s liquidity risk. This study conducts a further
investigation about what factors really affect the liquidity discounts on the assets

of those listed firms, then we can capture the variations of liquidity risks on them.

Key Words: Liquidity Risk, International Financial Reporting Standard (IFRS),

Global Financial Crisis, Liquidity Discount.
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