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Figure 1: Liquidity premium and aggregate holdings under Cournot compe-
tition: monopoly vs oligopoly (n = 2). The risk-bearing capacity is fixed
at 5 in both cases, with a = 10. The liquidity premium is defined as the
distance between the market price and the competitive price. The shock
is announced at t1 = 5 and occurs at t2 = 11. Traders start with Pareto-
optimal endowments.
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(a) Liquidity Premium
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Figure 2: Liquidity premium and Inventories under Cournot and Demand
Schedule competition, with multiple traders (n ≥ 2). The shock is announced
at t1 = 5 and occurs at t2 = 11 (a = 5, b = 2). All traders start with Pareto-
optimal endowments.
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(b) Inventories

Figure 3: Price and inventory effects of an anticipated shock in a competitive
market. Parameters are D = 0, T = 15, a = 5, b = 2, n = 2, t1 = 5, t2 = 11,
s = σ = 1, ∆st2 = 2.
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(a) Cournot monopoly
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Figure 4: Liquidity premium and inventory effects of an anticipated shock:
Cournot monopoly vs oligopoly. Parameters are D = 0, T = 15, a = 5,
b = 2, t1 = 5, t2 = 11, s = σ = 1, ∆st2 = 1, n = 1 for panel (a) and n = 2
for panel (b).
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Figure 5: Two different partitions of equation (18). On the left panel, the

graph shows
∑T−1
τ=t2

κkt (bσ2−Q3,5,k
t+1,τ ) (denoed HPO for Pareto-optimal related

terms) and
∑T−1
τ=t2

κkt (naσ2αkt+1,τ−nQ
2,4,k
t+1,τ ) (denoted LF for liquidity factor-

related terms), in the Cournot (k = C) and Demand schedule (k = D) cases.

On the right panel, the graph shows
∑T−1
τ=t2

κkt aσ
2αkt+1,τ (abbreviated as θ)

and
∑T−1
τ=t2

κkt (Q3,5,k
t+1,τ ) +nQ2,4,k

t+1,τ ), denoted MU for marginal utility. In both
panels, t1 = 5, t2 = 11, s = σ = 1, ∆st2 = 2, n = b = 2, a = 4.
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Figure 6: Term-by-term decomposition of equation (18). Parameters are the
same as in Figure 5.

121



0 5 10 15

Time

-1

-0.9

-0.8

-0.7

-0.6

-0.5

-0.4

-0.3

-0.2

-0.1

0

Li
qu

id
ity

 p
re

m
iu

m

0.4

0.6

0.8

1

1.2

1.4

1.6

1.8

A
gg

re
ga

te
 h

ol
di

ng
s

Liquidity premium
Aggregate holdings

(a) Single trader
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(b) Multiple traders

Figure 7: Liquidity premium and aggregate trades in the demand schedule
case. In panel a, there is a single trader (n = 1, a = 2 = b = 2). In
panel b, there are multiple traders (n = 2, b = 2, a = 5). In both cases,
t1 = 5, t2 = 10, s = σ = 1, ∆st2 = 2. All traders start with Pareto-optimal
endowments.
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Figure 8: Both panels show the previous a zoomed version of the previous
graphs.
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