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Abstract

This study examines the stock market returns that are affected by Taiwans
political election events. The samples cotain 9 political election events during September
1, 1992 to September 1, 2004. we first manipulate market model to illustrate the influence
of stock market returns which affected by political election events in short run.
Furthermore, we use GARCH model to demonstrate the influence of stock market returns’
volatility affected by political election events in long run. Finally we use cross section
analysis to find out the related political factors which will affect stock markets returns.
The empirical results as follows:

In short run, there are more positive abnormal returns after the elections than
elections. In addition, the positive CARs exist during the full event date that indicates the
election bull run do happen in Taiwan. When incumbent government loss, the abnormal
returns are more significant after the change of ruling party and the positive abnormal
returns of local elections are higher than central elections. In long run, stock returns’

volatility of the eleventh people representative election, the second and the third

backbencher elections are more significant after election.

Keywords : party alternation, political election, events study, GARCH model.
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(3-8)
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Sr & EFFEAHET

o SRS RN P4 AR & @ TR G A B A R (volatility clustering) T % o < L #5
HERg g #e 0 Engle(1982) 7 A4k 01 p A §FiE 2 % B B(ARCH)HCSS & f2 i
B FEN Y 2 EE PR HELEI AT hadk B ERT A $og o B 2
7% % #ic(Lagrange Multiplier) & <i2 > /e £ 78 % B L 3 £ 5 ARCH» % o
Bollerslev(1986)#-i5 is #p chik i+ % & #cbe » ARCH #030 fE 5 — i o Atie prig i 4
7% B #(GARCH)HE5 » pH 4558 7 it F4FARCH 558 endhid > 4 if i+ 8 ez
BR AL LG EE EF S HMH P RA - SRR EMF AL ERY o REE IR
B pE R BE Y H 2L 2R 4§ IR 9] 4 fe (leptokurtic distribution) 5 F] gt

GARCHH N AL 23 5 fo it F PR AR 5 (7 5 b ph2r sV 2 — o

- ~ H 194 7 (Augmented Dickey-Fuller, ADF)
- dRenfp 2 F dodo ] 3 2 (OLS) & — 4k | T 3 % (GLS) R ABK 34 9 &

TR 7 0 R AR B3R B E L R Rk i g o B A

“

TAZETR AP P AT BRT T IR S ok T *%‘FK;L»—?»— &

®

]

Mg @S 6 o0 A

F_L
Dy
[

‘\i

%J}bIﬁLﬁ'{;l’ﬁ WP EREI L REiT- THH 2 E;J;vﬁﬁ*ﬂ A ,Jﬁg%

BB LAt €% Tl 0 KA ETE S Ff o

feE T AR E R FE] T2 OLS) MR B b AL R e
Granger and Newbold(1974)4p ) & i ﬁr‘f PO Bcs b e o B AOLSS R

AT RA L B R G YA R AL R Z R FIEM BT 0 AT

;;Z’ﬁ

B

O RBL T R vEY BRAOLS BT BA AL AL R
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Wl F 3 5 % Feend

F] ¢t Fuller(1976) ~ Dickey and Fuller(1979)#% 1 ¥ 34 =_> e d **DF{g T a7i%- 4

K T APM G 2L B agei > B R RDFH =eni B A 4 % B #Said

{rDickey(1984)# 1 DF i3 it 558 » 4e + ARMARCE 4 8 £ 18 1 36 3% fep 2 4p

eI % o = 4 Augmented Dickey and Fuller(ADF) 5 124& 2% » @ * < & #4% * ADF

kit 7 R

DEGEFIE Y EARIE
P

AX, =6X, , + Z 7iAX, + &,
i=1

B2 5 REIE > e mABEE
p

AX, :0(-%5)(t_1-i-23/iAXt +é&
i=1

B3 1§ R IE AR R

p
AX =a+fT+5X,+ D 7AX +&

i=1

H ¢
A - AN EE RS
o bR
T : AR R
O I RALMP Lo G 2B EEHE
MmEEXEH8=0FEFEREBRLT X, 5ETES £2EE D
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S AMRHE T
e FACI Y BGRIEL T 2 LR M R Y g TR F

ghmm s E G Ao TR IR - ST Ljung-Box Q i3t 2k o B 4R

Ho : SR 87X A 74P B 5 &
DARFECT G R 7 AR BE

Ljung-Box Q %3t &35 ;¢ 5 4034 (3-12) ¢

Kk
—T(T+2)> (02 /T -}) (3-12)
j=1

T RBRE2L A

p; tiE S etk A Ap B T

R ERT

B S FHCA B AT AR e BRF Y B AT HELT Y
B #cE 2 4p e e AizA® L Ljung-Box-Pierce Q it & iFH 2 o b > A AR A 7
feif ARCH 2 GARCH -3z % » &g L i3 e e 38 > &8 Fitie s >
F1* Engle(1982)4- Bollerslev(1986)2_ 2= 3% - & * 3= < 3k #ix(Lagrange Multiplier, LM)
¥k SRR 2 E 5 & (G)ARCH »c% > #5732 3 ARCH e % 2 14 > 4 s K E F

R2LAPE E il o B R AT
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Ho : 2% ARCH»<%

Hi: § ARCH»c%

Lagrange Multiplier #& =_%t3* & 434 (3-13) :

gtz =¢18t2_1+¢25t2_2 +...+¢pgt2_p + i (3-13)

& AU HFELAE T S

¢ hEiE

w o~ o var §F A 6 T 39(Autoregressive Moving Average , ARMA)

Bod &2 LRl EST 2 R KRR 5 p PuiFicdload B Y
B EPR LS 2 o AEE O RIS AR 1S BEEAIR S - A
TER AR FHETIONT ER AN FTREE ARD P S G M 5 Rk
i fFHCA) 7 4 eR AL > Box and Pierce(1970)4 4% 1 v ik fF A8 T 30403 5 2 1A
dCAR— P ARl CMA —BE TN L L aJBE g s 0 F O RGP ET

HpE B 5] H A 45 (3-14) ¢

p q
Yo=CH ) au  +e+) b (3-14)
i=1 j=1

Yo - RUR VLR LEE pHEERREER qPFAAZPE

24



Bk T p A RF R (p) frik £ 90 () B W #pF o AT 3 B Akaike B R
(1973)(Akaike’s information criterion, AIC) &k ;-2 _p s\ 4p f B if #p e > B = 4258 4030

(3-15) :

AIC(K)=T -Inc” + 2k (3-15)

CHRARREROER AL GIE
i AIC & B/ ehk T 5 pfoq s g 8 ¥ -

I~ - b p A Fis ¢ B % B #i(Generalized ARCH, GARCH)

LSRR F RS FE AT RN B LT AR o LEFRE e
LRI FAR S = LT L LR NPT I T IS
AP E R I % > Engle(1982)4% 41 p e ﬁrz PR iE % % B B (ARCH)BEA] - 0 0
A RFEE SR RLEI AL BT B RIE SRR T A Y Hen EERER L
% o m Bollersler(1986)p| ¥ #-iE2 A £ 2 iF 2 F R Hcte » IR B 8¢ > H
A AR R SR B Rtk SIS - R p A R

ik i 5% 2 #i(GARCH) 4] - Bollersler(1986)GARCH(1,1)#-3] 2 7 # 5 -
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R =hx +¢ (3-16)

2 2 2
o' =wtag, t poy,

&|Q ~N(©,07) (3-17)

ap - Rk E ST ek

B BATRL B ek )

o+ f ik endE M AR S gk  PIR R R B
SHRFEL A

AP > 0>0 >0~ >0~ +f4<1; Q&7 at-1H2m 53 2 oF

Lo AHAIALL BT R BRI HAFRAPRE > 12 EL

ERALREEL Y
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WEFA TR AT - e e ek R Y 2 ARRI A E 4 iR R o st
PR AT T R R PR NP ORI A AT 0R R S 7
RY £ AP EYELFF o A EF RS0 BRI RF M D
% %8 %1% (Nordhaus 1975) 12 2 H{ ek F £ F (2K 2001)% = B 7% 5 p ¥ A

3 bFHE3] 45 (3-18) ¢

CAR; =3, +b X, +b,X, +0b,X; +b, X, +¢ (3-18)

CAR, @ B ff T8 ¥ 4 p

X, P2 %%
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Fo & THRBEAFERE
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FEERLS L ZEMD LERL TIORER G ad ERDPF - LL
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DR s 00 FHE S f o A B AABFARL LB 1

o R

ETIES

SRR iRA T A hE P AR 3 S N F 2 FHE
AL AFWIF AL 2 RAR G T REEDIRG R BRI ERT ARy
fiA et P B R ATR 0 R E AT S b0 B fEE 30 M A 3 B
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B AHCE 6 R B L BRG LERE R B S
FEYEF > SRR LR AN F R LSRR A R G T

NEZEFWE ARG AR IR RS B R R

‘m\ h

241 AR E A
Lo fREA i# i % fi
%4 0001391 0.013779 -0.641707 6.986121
BEEHE  $-L1i 0000814 0.018120 -0.187555 4.284048
% -+ - i -0.000747 0.016351 -0.508441 5.973982
% - &  0.001082 0.018906 -0.164023 3.554508
=4E#E  $=E 0000665 0.013152 -0.703841 7.179557
%o B 111E-05 0.017018 0.213618 3.287921
-+ - K 0001591 0.017205 0.379911 5.119242
Fid EEE %L =F  -0.000535 0.017144 -0.171745 4.227628
%2 B 0002368 0.019647 0.060535 3.078952
- ~HERRBRT

R R IR R RS g S MRS AR L S
3 ¥ {24 2 (unit root test) » " A A 2 i R AL kv i@ ADF H R R
11E s~ 9 5 ADF e tendpdic o SR A SRERY R o SR 4y B g
FI1%RE ok B ( 4 42 o e R B A B P E R ) AT B E L S

JE PR B TR
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ST RS 213 13 T4 <10 A S

ADF %2t &

R LA
$REET f RES G ABEOT R A E mABET
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SAER ¥ E 1339397 ——=18:35050** -13.40791%**
S A 1235166%*% | -12.44338%% . -12.38676%**
A DB 12,08688%% | -12.02575%*% 1\ -11.99645%**
B £ %3;*‘537 L 2B -12.69034%**  -12.81022%** 1\'1\‘12 71580+
J,;js $lw B -11.74412%%%  11.74191%%% “11.61176%*
g 1908 F R0 HH
| |
3\&%£%Wﬁ%@ﬁmﬁ%@ fT
JE R 4-511‘3;&5? SRR EEPF AS R g B £ sf/%*ﬁﬂ B3R v 5 end_

%“Cﬁﬁw%%ﬁﬁﬂiﬂiﬁﬁﬁjT%ﬁ’?ﬁmarﬂmﬁﬁgﬂ;@y¢

ma%ﬁWﬁ%@E%ﬁﬁﬁﬁ%+%@’J%%w»§1¢%mm@ B G A
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=~ AR B R
"2 Ljung-Box e Q St B kg AR A GIETE G op MM % d £ 4-3 L
BRB R EEP AR IATIFAE L - B EER S D BN e B R

EERWE o HEIIEF A AN 0§ A ARMA H3) -

243 S B B A BARE Y P AP B R LA

L-B Q(6) L-B Q(12)

4= 10.264 14.819

BRER 5L 5.6603 7.5871
$L- = 5.5982* 10.795*

¥ - B 3.4435 8.0946

2L ER EHER 4.6143 6.4492
§ v B 3.2933 6.5055
%L - B 3.9719%*** 12.970%***

B K GEE »-Lz B 5.3889 12.233
¥ Lw B 10.405* 12.778*

*% o7 10%%g % -k > L on 1008 F ok

:x1:L-BQ() 5 Ljung-Box izt i

7B R

* 2 1 * Ljung-Box Q°# % {rEngle(1982)#7# 11 :7ARCH-LM 1 %> k¥ % & =
ERPE - SBBRAEEMOR R AL F 7 R T & o @ Ljung-Box Q%(6)
QU LIS B EBR  AARL LG pAPHIRE - 8- H FLM &
Lo F ARG ARCHe % 5 (R & 4-4 D4 R dp BdR i 2 B F LR 4)
AT EXERPE > SHBR i BdRp R P BB LG A0 & F & * GARCH

oA R RCE R R it o
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F 44 SRR A BaR Y2 BT IR 2 A

L-BQ%6) L-BQ*12) ARCH(6) ARCH(12)

4= 0.7909 3.0343 0.088454**  -0.385522**
BFERER $-Li 16.224***  26.940***  2.949747*** -1.323292***

$L- @ 23504%%  33.143%%%  _0952838%** -0.697938%**

e 11.502***  18.881***  -2.812835*** 1.066336™***
TEAER %z B 0.8622 2.0345 -0.342892** 0.054496**
bz 12.130***  15.308***  0.384975*  0.268063*
E Ry 27.650** 73.602***  -0.495592*** 0.480580***
BT EER $ LR 25.740***  35.295***  (0.538091** 0.704293**
5L

T f 11.138***  14.463***  1.598169 0.135722

* 4.t 10%%8 % -k > ** 4 7 B0k E R > FRRL T 100kF F oK
1 L-BQ*()&4rp T = 5F criljung-Box a3t ie

2121 ARCH() & # % ARCH »c% ch LM &
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ek AR T(AR)
-10 0.54% 0.49
-9 0.70% 0.37
-8 -0.12% 021
-7 0.45% 0.64
-6 0.28% 0.31
-5 -0.05% 0.04
-4 -0.82% 0.26
-3 0.11% 0.44
2 -0.48% 042
-1 0.38% 0.47
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246 LEEYAHIEBFMPEI R D AP TP R FRERT S
ERET-10p FIERG L0 p FARLDIHFTIHBF P T MA3TEHAH
TR FHEPARRT R ERE10P F A THE FHFEF o 5.89% 0 &
Fia1p 5 AMETOR Y HEMEN141% FEH-8p 210 p 2 FHE > AfETE

B RMARE L g

246F 2R TIH8 YR

T CAR T(CAR)
10 0.54% 0.49
9 1.24%p*** 2.51
-8 1.12%*** 3.00
-7 1.57%*** 3.66
6 1.85%*** 3.74
5 1.80%*** 3.64
4 0.97%*** 2.06
3 1.08%*** 2.43
2 0.60% 1.27
1 0.98%** 2.17
0 0.15% 0.28
1 0.72% 1.41
2 1.96%*** 3.55
3 2.340p*** 3.76
4 3.920p%** 4.25
5 3.840p*** 3.55
6 5.410%*** 3.85
7 5.520p%** 3.39
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* g7 SR F K o R T 10688 F ok
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DREEFL NI TLRAEM A R ERRIREF L IRV HEM A

Be B AR A REREY T 2§ 0 (-10,4)
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g A
eSS AR T(AR) AR T(AR)
-10 0.31% 0.28 0.32% 0.30
-9 0.72% 0.24 0.26% 0.21
-8 -0.33%* -1.75 0.36% 0.47
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2 MacRae(1977)ih 4 R BARIEH P & 0 FIZPFcH 5 0 @ 3> & T g wiE W g LA
%\Iﬁalﬁ"‘—l’#’ BEAFRTOFTREESR CH IR AT OFE ER P DR E
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T RN RFCEABTFORT AR AERCOAR TR AR 0 i
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F4-11 ¢ S 1y SR 2 T

r R
EAES ) AR T(AR) AR T(AR)
-10 0.40% 0.38 0.82% 0.60
-9 0.01% 0.00 2.07%*** 2.88
-8 0.07% 0.11 -0.50%*** -5.07
-7 0.19% 0.40 0.96% 1.06
-6 0.45% 0.41 -0.05% -0.19
-5 -0.23% -0.21 0.31% 0.15
-4 -1.53% -0.42 0.59% 0.46
-3 -0.01% -0.05 0.33%** 2.23
-2 -0.29% -0.21 -0.87%*** -3.92
-1 0.21% 0.23 0.72% 1.54
0 0.18% 0.33 0.08% 0.11
1 -1.30% -1.14 1.38% 0.27
2 0.96% 0.39 1.79% 0.81
3 -0.79% -0.72 2.712%*** 12.02
4 0.94% 0.42 2.87%** 2.07
5 -0.76% -0.35 1.28% 1.10
6 1.34% 0.92 2.02%* 1.73
7 0.30% 0.25 -0.29% -0.59
8 -0.68% -0.26 2.05% 1.07
9 -0.16% -0.14 -1.10% -0.96
10 0.50% 0.44 0.85% 0.62
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#4-12 ¢ &gy S EE2 A TR R
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TERR CAR T(CAR) CAR T(CAR)
(-10,-4) -0.64% -1.14 4.219%*** 3.85
(-3,-1) -0.09% -0.58 0.19% 0.40
(0,7) 0.88% 1.21 11.86%*** 2.51
(8,10) -0.34%*** -3.64 1.80%*** 3.11
(-10,10) -0.69% -0.85 18.0590*** 2.94
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2413 LERYE &A% G A B P bl 2 ARMA(p, ) IEE) S8 3 &

p q
Yi = C+Za‘i:ut—i + & +Zbigt—i
i1 -1

§EER

F4 0= ERl e yL- =

0.001391  0.000814 -0.000655

(0.001030)  (0.001354)  (0.001309)

. -0.651311***

' (0.208227)

4 0.783339%**

' (0.170764)

AIC -5.725745  -5.178064 -5.392415
AL

L-BQ(12) 14.819 7.5871 7.4074

ARCH(12) -0.385522  -1.323292 -0.314539

2L ER
4 EE b K
C 0.001082 0.000665 1.11E-05
(0.001413)  (0.000983)  (0.001272)
AIC -5.093065 -5.818975 -5.303482

X IBD YT
L-BQ(12) 8.0946 2.0345 6.5055

ARCH(12) 1.066336 0.054496 0.268063
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c 0.001592 -0.000535 0.002494
(0.001401)  (0.001281)  (0.001672)
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By
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TR AT P
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F4-14 5 4o 805 1§ 4p ez GARCH(1.1) #-3)

q p
h =a,+ Zalgtz—l + dngtz—l + Zﬁlh[—l & |Qt—1 ~N(0,h)
i1 i1
D=0 F#pw ;D=1 FHP
4= L= -z
o 5.56E-05 3.76E-05 0.000199***
° (8.42E-05) (2.62E-05) (2.56E-05)
o 0.039496 0.218484** -0.080908***
! (0.055364) (0.105436) (0.014897)
5 0.671145 0.698725*** 1.017607***
! (0.472120) (0.145913) (0.011936)
q -1.03E-06 -4.80E-06 0.000608***
! (9.81E-06) (2.15E-05) (8.42E-05)
7 A I LT
a, +p 0.710641 0.917209 0.936699
L-BQ(12) 13.685 7.4837 6.9108

ARCH(12) -0.385382 -1.295951 0.026238
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£4-14 [ #p e 0% 1 47 2 GARCH(L.1) B3] (4)

*EER
¥ - B g For
" 1.78E-05 1.23E-05* 7.52E-05
’ 1.23E-05 (6.95E-06) (5.84E-05)
" 0.166743** -0.027164** 0.149580
' (0.076002) (0.012001) (0.108996)
0.741605*** 0.922112%** 0.575062**
A (0.111371) (0.042845) (0.283513)
q 5.06E-05* 7.35E-06*** 1.01E-05
' (2.95E-05) (2.43E-06) (2.92E-05)
7 A IR YT
a, +p 0.908348 0.894948 0.724642
L-BQ(12) 6.5936 5.3942 8.1895
ARCH(12) 1.593431 -0.017124 -0.400039
BT £ E R
$-L - B 5Lz B ER
a, 6.10E-05 4.40E-05 -1.11E-06
(5.29E-05) (3.26E-05) (2.22E-05)
a, -0.048675 0.095902** -0.016536
(0.058982) (0.049598) (0.041843)
A, 0.411945 0.783756*** 1.013853***
(0.532962) (0.103829) (0.061252)
d, 0.000252 -1.90E-05 -2.24E-06
(0.000199) (1.94E-05) (1.51E-05)
AT
a, + B, 0.36327 0.879658 0.997317
L-BQ(12) 9.0790 8.8313 12.259
ARCH(12) 0.196941 -0.868924 -0.026265
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Inflation Factor, VIF)r2 2 i 2 3452 % 8 ffom fiert 5 k2% & p R85l & PR o

% 4-15 Pearson#p B % #icap 'L £

CAR szl B & = AEF WS FIABY

CAR Pearson 1 0.063 0.340 -0.420 -0.043
A0 B 1l (0.873)  (0.370) (0.260)  (0.914)

HpcH FEF  Pearson 1 -0.329  0.638* -0.618*
A0 B 1l (0.387)  (0.064)  (0.076)

243 Pearson 1 -0.778** -0.037
A0 B i (0.014)  (0.924)

W5 Pearson 1 -0.417
A0 B i (0.264)
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d £4-16% R #BUE TR 4 7 ¥ oo p F#c2 VIFE ¥ /] 3t10 1245 Chatterjee and

Price(1989) % B oL i 2|47 » % f % #2 VIFE

L#%’Q'tt}ivaﬁll —1—3’ o

30100 Lor i fEHCA Y p Rk

#4-16 % 2 BILRTFF 4

VIF

2.263

4.243
5.724
2.386
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Belsley ~ Kuh fr Welsch(1965)z. %t m B @ T i%
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proportions)+ >+ 0.5, » Pl #AMF £ EFAE - d £ 417 PR FEAPEL EFED

grd? WMo iE g tRac < 5 182050 P AR A B A B U 2 R s et b+

0.5 FFRE T L KA



2417 RERERNLE £ P HEDEL

%2 g v
F=y T Rt a‘g 1= #EEE Aok C R b7 § 28 -5
R %

3.470 1.000 0.00 0.00 0.00 0.00 0.01
1.014 1.849 0.00 0.00 0.00 0.03 0.21
0.474 2.706 0.00 0.00 0.03 0.07 0.19
-0.031 10.530 0.00 0.78 0.25 0.50 0.00
0.010 18.295 0.99 0.22 0.72 0.40 0.59

(=) §F 47
BAE TR R 7 5 G U E £ hR AR - A7 § 1 Durbin-Watson Testig % it
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A EF -0.172 0.115 -1.232

o -0.343 0.088 -0.325

:x1: R*=39.5%

31 2 : Durbin-Watson=1.998
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