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Abstract 

We examine the price impact of different components of liquidity throughout the 
lifetime of the U.S. Treasury bond. Using the GovPX dataset, we provide a 

comprehensive empirical analysis of the impact of several liquidity proxies on the 

relative liquidity premium of these securities. The findings show that the liquidity 
premium has a deterministic main age-based component. This aging effect extends 
beyond the simple on-the-run/off-the-run effect. There is also a stochastic component of 
the liquidity premium that depends on the unexpected value of microstructure-based 
liquidity proxies and the current market- and bond-level conditions. 
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1 Introduction 

Liquidity is a key factor in the pricing of fixed income securities. Since the 

seminal work by Amihud and Mendelson (1991), there have been many studies showing 

that a security’s liquidity is priced in Treasury markets. In this sense, Sarig and Warga 

(1989) show that the “on-the-run” or “just-issued” Treasury bond is by far the most 
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