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Abstract

The study aimed to adopt the event study method to explore the influence of
declaration of business tax on the stock price. The research target was listed and
OTC financial industries as a whole in Taiwan and the stock return of stocks of
financial industries, including holdings, banking, insurance and securities. The
important findings of the empirical research were listed as follows: 1. when Ministry
of Finance declared the reduction of business tax to 2% (the date of the first event),
a significant positive average abnormal returns and average accumulated abnormal
returns showed in the influence on listed and OTC financial industries in Taiwan and
the stock price of financial industries; 2. when Ministry of Justice declared the
approval of amendment of Business Tax Act through the three-reading procedure
(the date of the second event), the average abnormal return of entire sampling
companies was positive; 3. when Ministry of Finance declared the increase of
business tax to 5% (the date of the third event), the negative average abnormal
returns and the significant average accumulated abnormal returns showed in the
influence on the stock price of listed and OTC financial industries in Taiwan, and the
average abnormal returns of stocks of financial industries were all negative; 4. when
Ministry of Justice declared the approval of amendment of Business Tax Act through
the three-reading procedure (the date of the fourth event), the average abnormal
returns of entire sampling companies was negative; and 5. when the increase of
business tax to 5% was implemented formally (the date of the fifth event), the
significantly negative average abnormal returns showed on the stock price of the
entire sampling companies. The empirical result mentioned above showed that the
declaration of changes on business tax influenced the stock price of listed and OTC
financial industries in Taiwan. The result of the study may be referred to by the
authorities, and may be provided to perfect the development of financial industries.

In addition, it can provide information about investment for investors for reference.

Keywords: business tax, abnormal returns, event study method
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Z3Mpie T MAEREY ERFIZTESS
EARES i AAR P-Value EARES Vi CAAR P-Value
-10 0.6682 0.1391 -10 0.6682 0.1391
-9 0.5484 0.2247 -9 1.2166 * 0.0569
-8 -0.2812 0.5337 -8 0.9354 0.2318
-7 -1.0020 ** 0.0265 -7 -0.0666 0.9412
-6 0.5085 0.2603 -6 0.4419 0.6618
-5 -0.7552 * 0.0946 -5 -0.3133 0.7771
-4 0.6427 0.1548 -4 0.3295 0.7828
-3 0.5881 0.1930 -3 0.9175 0.4727
-2 0.2002 0.6576 -2 1.1177 0.4095
-1 0.5055 0.2631 -1 1.6232 0.2558
0 1.8808 *** 0.0000 0 3.5040 ** 0.0193
1 2.6155 *** 0.0000 1 6.1195 *** 0.0001
2 3.7494 ** 0.0000 2 9.8689 *** 0.0000
3 -0.5922 0.1899 3 9.2768 *** 0.0000
4 0.3183 0.4810 4 9.5951 #** 0.0000
5 0.0279 0.9507 5 9.6230 *** 0.0000
6 -0.7955 * 0.0782 6 8.8275 *** 0.0000
7 0.1042 0.8175 7 8.9317 *** 0.0000
8 2.2095 #** 0.0000 8 11.1412 *** 0.0000
9 1.6474 *** 0.0003 9 12.7886 *** 0.0000
10 -0.5535 0.2204 10 12.235 *** 0.0000
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FA2ZRHUEFFERZBEEZFESS

EAES i AAR P-Value EARES Vi CAAR P-Value
-10 -1.1964 ** 0.0187 -10 -1.1964 ** 0.0187
-9 -2.1730 *** 0.0000 -9 -3.3695 *** 0.0000
-8 0.6701 0.1879 -8 -2.6994 *#* 0.0022
-7 0.3339 0.5117 -7 -2.3655 ** 0.0201
-6 -0.3688 0.4686 -6 -2.7343 ** 0.0163
-5 -1.7199 **x* 0.0007 -5 -4.4542 *** 0.0004
-4 -2.2211 #** 0.0000 -4 -6.6754 *** 0.0000
-3 -1.7421 *** 0.0006 -3 -8.4174 *** 0.0000
-2 1.5894 *** 0.0018 -2 -6.8280 *** 0.0000
-1 -2.7917 *** 0.0000 -1 -9.6197 *** 0.0000
0 1.8456 *** 0.0003 0 =7.7742 *** 0.0000
1 -2.3651 *** 0.0000 1 -10.1393 #** 0.0000
2 1.3858 *** 0.0065 2 -8.7535 *** 0.0000
3 -0.1548 0.7609 3 -8.9083 *** 0.0000
4 -1.9698 *** 0.0001 4 -10.878]1 *** 0.0000
5 -1.0565 ** 0.0379 5 -11.9346 *** 0.0000
6 -1.3111 *** 0.0100 6 -13.2457 *** 0.0000
7 0.8498 * 0.0949 7 -12.3959 *** 0.0000
8 1.8646 *** 0.0002 8 -10.5313 *** 0.0000
9 0.1426 0.7794 9 -10.3888 *** 0.0000
10 -0.8219 0.1062 10 -11.2107 *** 0.0000
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AOMIPIE T AMEERAB LA EL S
EAES ) AAR P-Value EAES ) CAAR P-Value
-10 -0.5115 *** 0.0011 -10 -0.5115 *** 0.0011
-9 0.0454 0.7729 -9 -0.4661 ** 0.0361
-8 -0.3549 ** 0.0240 -8 -0.8210 *** 0.0026
-7 -0.2283 0.1467 -7 -1.0493 #** 0.0009
-6 -0.2342 0.1366 -6 -1.2834 *** 0.0003
-5 -0.0626 0.6908 -5 -1.3460 *** 0.0005
-4 -0.0996 0.5264 -4 -1.4456 *** 0.0005
-3 0.0074 0.9623 -3 -1.4382 *** 0.0012
-2 0.0986 0.5308 -2 -1.3396 *** 0.0045
-1 -1.0083 *** 0.0000 -1 -2.3479 *** 0.0000
0 -0.1986 0.2066 0 -2.5465 *** 0.0000
1 -0.2029 0.1971 1 -2.7494 *** 0.0000
2 -0.0167 0.9155 2 -2.7661 *** 0.0000
3 -0.4866 *** 0.0020 3 -3.2526 *** 0.0000
4 -0.1646 0.2953 4 -3.4173 *** 0.0000
5 -0.2353 0.1347 5 -3.6526 *** 0.0000
6 (0.7233 *** 0.0000 6 -2.9293 #** 0.0000
7 -0.1196 0.4469 7 -3.0489 #** 0.0000
8 -0.3396 ** 0.0308 8 -3.3885 ##* 0.0000
9 -0.6169 *** 0.0001 9 -4.0054 *** 0.0000
10 -0.1252 0.4262 10 -4.1305 *** 0.0000
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2622 H Ul EERY ERAFBLEFLFTESS
EAES ) AAR P-Value EAES ) CAAR P-Value
-10 -0.0025 0.9864 -10 -0.0025 0.9864
-9 -0.3467 ** 0.0177 -9 -0.3492 * 0.0912
-8 0.7642 *** 0.0000 -8 0.4150 0.1013
-7 -0.2767 * 0.0584 -7 0.1383 0.6364
-6 0.1684 0.2493 -6 0.3067 0.3482
-5 -0.1923 0.1884 -5 0.1144 0.7495
-4 0.3676 ** 0.0119 -4 0.4819 0.2129
-3 -0.1281 0.3810 -3 0.3538 0.3923
-2 -0.0683 0.6402 -2 0.2855 0.5152
-1 0.1383 0.3443 -1 0.4237 0.3594
0 -0.0064 0.9649 0 0.4173 0.3895
1 0.1386 0.3431 1 0.5559 0.2724
2 -0.2088 0.1533 2 0.3471 0.5102
3 -0.3299 ** 0.0241 3 0.0172 0.9748
4 -0.0648 0.6575 4 -0.0476 0.9331
5 0.0170 0.9077 5 -0.0306 0.9583
6 0.2209 0.1309 6 0.1903 0.7523
7 0.1792 0.2204 7 0.3695 0.5514
8 1.0491] *** 0.0000 8 1.4186 ** 0.0260
9 0.2938 ** 0.0445 9 1.7124 *** 0.0088
10 0.3394 ** 0.0203 10 2.0517 **x* 0.0022
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ATERFFIRRIAFLING T LI HE S

EAES ) AAR P-Value EAES ) CAAR P-Value
-10 -0.0935 0.5005 -10 -0.0935 0.5005
-9 0.1853 0.1818 -9 0.0918 0.6400
-8 -0.0780 0.5742 -8 0.0138 0.9542
-7 -0.0283 0.8383 -7 -0.0145 0.9583
-6 0.363] *** 0.0089 -6 0.3486 0.2613
-5 0.1355 0.3290 -5 0.4841 0.1545
-4 0.1941 0.1620 -4 0.6782 * 0.0648
-3 -0.1387 0.3175 -3 0.5394 0.1694
-2 -0.0875 0.5284 -2 0.4519 0.2778
-1 0.0597 0.6672 -1 0.5116 0.2438
0 -0.2826 * 0.0417 0 0.2290 0.6189
1 0.3361 ** 0.0155 1 0.5651 0.2399
2 -0.3186 ** 0.0217 2 0.2465 0.6223
3 0.2931 ** 0.0347 3 0.5396 0.2988
4 -0.5184 *** 0.0002 4 0.0212 0.9686
5 (0.4849 *** 0.0005 5 0.5061 0.3620
6 0.9065 *** 0.0000 6 1.4127 ** 0.0136
7 0.6767 *** 0.0000 7 2.0894 *** 0.0004
8 -0.6324 **x* 0.0000 8 1.4570 ** 0.0160
9 1.5460 *** 0.0000 9 3.0030 *** 0.0000
10 0.6886 *** 0.0000 10 3.6916 *** 0.0000
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