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Abstract: This paper studies the liquidity risk under the HIM framework. Through the introduction of the
HJM model, we consider liquidity as a term structure and give the liquidity spread dynamic equation directly.
Finally, we obtain the dynamic equation of the price of the liquidity-risk bond. Moreover, we estimate and fit
the model parameters, liquidity spread and forward rate curve by the market data.
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Figure 1. Curve: forward rate
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