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Abstract

China Airlines and TransAsia Airways which are two well-known
airline companies in Taiwan have suffered serious air crises in last decade.
The air crisis not only makes passengers feel panic on flight, it also increases
the risk of financial collapse due to the huge compensation. Therefore, it
usually seriously negatively impacts to the equity price of the airline
company. Using the event study method, this study aims for the purpose of
examining how does it impact on the equity price? Does the equity price
overreact to the air crisis event? How long does the impact will be prolonged?
The empirical result can be the evidence for investigating the market
efficiency of Taiwan.

Using of a sample of 11 major air crisis which not only includes Taiwan
air crisis but also considers the impact of international air crisis, we find that
air crisis strongly negatively impact on the stock price & the stock price
corrected immediately after 1-2 days. The result provides evidence to

supports Taiwan's stock market is a semi-strong efficiency market.

Keywords: Event Study, Market Model, Abnormal Returns, Overaction
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-1 -1.733 -1.224 0.221 2215 -1.720 0.085"
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6 0.677 0.577 0.564 -4.385 -0.916 0.360
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"T4<0.01 BEERE TE<005 BEE T2<0.1 BEERE
— L BCEREENTE AR —— R REIE R EREESEE CAR
o
AR
2 “\':—-———//
N \w\ 3 | .
2 1 =0 -1 -2 +3 4 +5 6 =7 -

Bl42.c it T8 ¥EM{cTo% # B ¥ H P (OLS b '3 HY)

d 2 42cF o EEFA 28X M B VRPN P At=1
PF3 R fcnB AR o E 2 A {2 CAR & t=0~7 NI R F R

P at=0~4 3 BFL DRV DI B 4207 50 0 AR BF EEX T

e Y

Frig® » 2 CAR 75 f ehB F4pf o
SA N i R S FA 120 BLFLE T I 2 Y 5 10 B

GHRTRE AT R R R RV IR - AEFF B

B
E-
G
W
A
o
(\s,
{;“‘m
e
34
Sow
@3‘
Y
B
-\%g-
‘D:j
=
F_&
4
T
N
M
%ﬂ
@3‘



I By 2228 ST T (EE )2 Ry SRV E R
1. 523 B

#43a TR RV EPER T TIHEB RS
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2 -0.174 -0.811 0.418 -0.174 -0.811 0.417
-1 -0.207 -0.869 0.385 -0.381 -15.747 0.000"
0 2.773 -0.986 0.324 -3.154 -1.131 0.258
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TT4<0.01 BEERE TE<005 BEFRE TH<01 BEF KR

| — N BEFEENEE AR —— S BRIE R EIEEEE CAR

AW oRp 4 o o
T
|
|
|
|
|
|
|
|
|
|
|
|
\

\
\
\
}
/
/
\
\
|
/
=
Pl

Fld3a ¥ 2= T30 FHpfeToh i R F 7 50(T 508 i)

4 43avir AEEHPF AR T L s f o> 7 A F 25
ARSI REPRNEN 2 LSS REFLDRVEFEM T EFAL
CAR . t=0~7 IR hBE F R o d Bl43a7 05 I AR &% 24 4
BHEAF eI > CAR 5§ hB ¥4 o

33



2.7 Hdp W FEHER

%430 TR B FEMPE L P S D S

Tp AR t e pE CAR t&(% ) pE
2 -0.634 -3.025 0.003™" -0.634 -3.025 0.003™""
-1 -0.860 -3.534 0.000"" -1.494 -44.403 0.000""
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3 0.107 0.156 0.876 2.722 -1.167 0.243
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2 -0.282 -1.703 0.089° -0.282 -1.703 0.089°
-1 -0.379 -1.201 0.230 -0.661 -4.424 0.000™"
0 -2.839 -1.020 0.308 -3.500 -1.329 0.184

1 1.224 1.029 0.303 -2.276 -1.576 0.115
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2 -1.271 -25.489 0.000"" -1.271 -25.489 0.000""
-1 -4.278 -1.452 0.146 -5.549 -1.916 0.055"
0 -0.377 -0.124 0.901 -5.926 -0.997 0.319
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2 -1.726 -23.876 0.000"" -1.726 -23.876 0.000""
-1 -4.765 -1.553 0.121 -6.491 2.067 0.039"
0 -0.157 -0.049 0.961 -6.647 -1.053 0.292
1 -2.024 -1.566 0.117 -8.671 -1.140 0.254
2 -0.809 -0.688 0.492 -9.480 -1.475 0.140
3 2.515 5.407 0.000"" -6.965 -1.010 0.312
4 -1.164 -2.664 0.008""" -8.129 -1.109 0.268
5 -0.692 -2.082 0.037" -8.820 -1.260 0.208
6 -0.130 -0.595 0.552 -8.951 -1.320 0.187
7 -0.710 2.138 0.033" -9.661 -1.359 0.174
"T4<0.01 BEERE TE<005 BEE T2<0.1 BEERE
| — L BCEREENTE AR —— R REIE R EREESEE CAR
i_ /\
2l \\/ AR
_172 B — = == = —— —— 1 | car
-2 -1 =0 =1 -2 +3 4 +5 +6 7 -

Bl 44b T Fe TOR FHEPE{-T DR FEFFPHC S 5 FHY)

# % 44b¥ s LE LY B AR }

/} P

RN e S

T enE f R Yo

I A
2 6% S RME PR TR At=45T NREF O R ¥R
»CAR e t=0~7 MR { hE F¥ 4R o d B 44D 7 5 01>

AR 3 25 - A FFE s @ CAR AT 254 (5155 § chB ¥ 47

ﬁj)ﬂ o

37



3.0LS I & 3 B 5t

% 44c T v BFHMLEE T OLS b &9 RN
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2 -1.594 -14.477 0.000"" -1.594 -14.477 0.000""
-1 -4.616 -1.601 0.109 -6.210 -2.239 0.025"
0 -0.371 -0.122 0.903 -6.581 -1.130 0.259
1 -2.530 -2.069 0.039" 9.111 -1.293 0.196
2 -1.202 -0.949 0.342 -10.313 -1.784 0.074"
3 2.159 5.849 0.000"" -8.154 -1.326 0.185
4 -0.995 -4.013 0.000"" 9.148 -1.430 0.153
5 -0.711 -1.459 0.145 -9.860 -1.668 0.095"
6 -0.155 -0.416 0.678 -10.015 -1.809 0.071"
7 -0.379 -3.306 0.001°"" -10.394 -1.839 0.066"
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TEp AR t & p & CAR t &k AR P&
2 -0.409 -0.134 0.894 -0.409 -0.134 0.894
-1 -2.846 -2.408 0.016" -3.255 -0.767 0.443
0 -1.409 -1.095 0.274 -4.664 -1.578 0.115
1 1.987 5.604 0.000™" 2.678 -0.809 0.419
2 -0.670 -2.054 0.040" -3.347 -0.921 0.357
3 -0.565 -1.276 0.202 3.912 -1.225 0.221
4 -0.014 -0.043 0.966 -3.927 -1.371 0.170
5 0.099 0.448 0.654 -3.827 -1.241 0.215
6 0.425 0.777 0.437 -3.402 -0.937 0.349
7 -0.346 -0.529 0.597 -3.748 -0.875 0.382
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TEp AR t & p & CAR t &k AR p &
2 -0.157 -0.049 0.961 -0.157 -0.049 0.961
-1 -2.024 -1.566 0.117 -2.180 -0.488 0.625
0 -0.809 -0.688 0.492 -2.989 -0.909 0.363
1 2.515 5.407 0.000™" -0.474 -0.126 0.900
2 -1.164 -2.664 0.008"" -1.638 -0.391 0.696
3 -0.692 -2.082 0.037" -2.330 -0.604 0.546
4 -0.130 -0.595 0.552 -2.460 -0.676 0.499
5 -0.710 2.138 0.033" -3.170 -0.798 0.425
6 -0.068 -0.104 0.917 -3.238 -0.700 0.484
7 0.689 0.901 0.368 -2.549 -0.473 0.636
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27 AR t p & CAR t Bk AR) p &
2 -0.398 -0.130 0.897 -0.398 -0.130 0.897
-1 -2.548 -2.084 0.037" -2.946 -0.688 0.492
0 -1.223 -0.970 0.332 -4.169 -1.379 0.168
1 2.137 5.696 0.000"" 2.033 -0.598 0.550
2 -1.034 -3.749 0.000"" -3.067 -0.835 0.404
3 -0.745 -1.593 0.111 -3.812 -1.189 0.235
4 -0.189 -0.534 0.594 -4.000 -1.402 0.161
5 -0.424 2.836 0.005™"" -4.425 -1.473 0.141
6 0.061 0.122 0.903 -4.364 -1.247 0.213
7 0.059 0.083 0.934 -4.305 -1.023 0.307
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2 -2.092 -1.335 0.182 -2.092 -1.335 0.182
-1 -3.087 -4.337 0.000"" -5.179 2.273 0.023™
0 0.662 1.017 0.309 4517 -1.542 0.123
1 -6.968 -117.359  0.000™ -11.485 -3.842 0.000""
2 -7.040 -177.187  0.000™ -18.524 -6.281 0.000""
3 -3.276 26.725 0.000"" -21.800 -7.097 0.000""
4 -3.390 26.315 0.000"" -25.190 -7.870 0.000""
5 -3.203 -18.413 0.000"" -28.393 -9.381 0.000""
6 -6.907 -60.627 0.000"" -35.299 -11.239 0.000""
7 -6.846 -1432.150  0.000™ -42.145 -13.439 0.000""
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2 -1.302 -0.849 0.396 -1.302 -0.849 0.396
-1 -2.828 -4.172 0.000"" -4.130 -1.868 0.062°
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3 -3.494 -39.370 0.000"" -8.326 -2.902 0.004™""
4 -1.233 -12.983 0.000"" -9.559 -3.225 0.001°""
5 -0.312 -1.503 0.133 -9.871 -3.582 0.000""
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7 -5.760 -149.220  0.000™ -20.945 -7.487 0.000""
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2 -1.781 -1.116 0.264 -1.781 -1.116 0.264
-1 -3.051 -4.266 0.000"" -4.831 -2.091 0.037"
0 1.913 2.497 0.013" 2.919 -0.949 0.343
1 -4.231 -13.614 0.000™" -7.150 2.111 0.035"
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2 0.065 0.142 0.887 0.065 0.142 0.887
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2 -0.016 -0.036 0.972 0.737 1.287 0.198
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