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The Impact of the Specifically Selected Goods
and Services Tax Act on the Stock Returns and

Revenues of the Construction Industry
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Abstract

In order to curb the housing price hike and prevent housing bubble, Taiwan
government implemented the Specifically Selected Goods and Services Tax Act. The
Act is expected to have negative impacts on stock market returns of construction
companies and real estate market. Using event study method, this study examines the
stock market reactions to the announcements of the legislature policy. This study
explores the relation between the stock cumulative abnormal returns (CAR) of the Act
and firm characteristics.

This study finds that the stock market reacts negatively when the news of the Act
are released. The regression results indicate when the news of the Act are released, for
construction companies, CARs are negatively related with inventory-to-total assets
ratio, corporate size and growth. This study also finds the construction companies’
revenue reflected the negative impacts on real estate market.

Keywords: Specifically Selected Goods and Services Tax Act, Event Study,
Construction companies.
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Revenue;; = + B1INV_Ratio;; + B:Event_POST; + $3INV_Ratio;; X Event_POST;

+ B4SIZE;; + BsDEBT; + BcGROWTH;; + B;STOCK_MARKET;
+ BsREDISCOUNT_Rate; + B9Q1; + B10Q2: + B11Q3:
+ &y (3.5)

GrossProfit_Rate; = + B:INV_Ratio;; + B2Event POST + B3;INV_Ratio;

X Event_POST; + B4SIZE;; + BsDEBT; + BsGROWTH;

+ B;STOCK_MARKET; + BsREDISCOUNT_Rate + 3¢Q1: + B10Q2:

+ B11Q3: + iy (3.6)

THRELIS A BB A TR TR A R enT R Bo b FHCT 2
BETE o Br-Pu ikt p Rdc s fF il sis AL
Revenue=tf & = 7 2. £ & ¥4 » |

GrossProfit Rate=t#k &~ > @7 £ ¥ £ e » 2 F £ 2 415
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INV_Ratio=13 & &7 A 5

Event POST=#f [ 4 2 ¥ B if ol L 2 F 22 R BOF AL+ 2
FRARECBA)LO2FELL BFREPFZ Y BRECNB) LT H 5
0;

INV_Ratio X Event POST= % § § %7 A " F & HMF 4 2 §F i o1 4
SFRT RBREHEL IR

SIZE= 2 7 5.4 ;

DEBT=§ 1t & ;

GROWTH= 2 7 & £ {4 ;

STOCK MARKET= 4 #% % % 5 “72 * %58
REDISCOUNT Rate= + {7 2 e phIR 5§
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30 SEHLIUBTRERT AL RS R HEREY £ 2
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FEE FESEIAH

AT ERFZFTEZZFERI F-NL PR NLTEDEF LD RS
KOP2LBFFPEZ AT B K FP SRR A2 P2 AT 08§
FAFHFLL - F 2 R NS MRBRR AP NE YT L AHE A P
PR AP BB R S BRER S Y 2 YRS IF g0
NP M IRE AT 2 R

-8 MR VEPEF

REE R RER AP AR EPA0B AR P E M LR L
BT IR KPS RALE B E 2 St A BarA 4l e 2410 4§ Hes
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41 LFEEHRE AT Y P 2 A A 17 & (N=40)

Tk B E%) ¢ k%) B E%) REAL

(%)
FiEp- -0.5010 2.9205 -0.4437 -4.2484 1.2280
FiEp - -1.6596 3.2325 -1.7204 -4.4405 1.6009
¥Ep= -2.9822 0.8834 -2.6991 -7.7995 2.0147
¥Epe -3.6858 1.4600 -3.6377 -10.8381 2.5369
¥EpI 1.6101 4.4651 1.6372 -2.3514 1.3876
FiEp -0.4114 2.2838 -0.4645 -3.0233 1.1501
FiEp - 0.0590 2.3136 0.1515 -2.4481 1.0588

AP THRBFREF 2 I BREIIMZ LT AR F TR VFMFR
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LA2BBE PR S DREGZEEDBOIH L I08 F S

¥FiEp mMprE AT R
P (LE)
FiEp- Frctric i@ o et kol milwr THHB -0.5011 ***
2010.9.29 BH G RIFR LR GRAREAY P A | (-2.548)
Tieetd =z 5 Effad] £ 2L whp ?
R B LY 5 o
Tidp - PAFCIRMT 2 B - w2 o9 T35 - 20 | -1.6596 ***
2010.12.10 ERaZbp r S AR E TR AER % & (-6.4738)
HEL FRICEE S e - 1C L XN
2 e E A AR
Tip= BEA RAREFMESE ST AR TI AR DI | 22,0822 ***
2011.2.25 R 2 FIRRIED] ) o HrcifRgiF s P (-9.2442)
A EAZLE L A F FIARRTE
te o 1 5 3eAc10% 2 15% i fE 4l & fi o
Titpe PAFCIR A H T2 Farift], % o | -3.6858 ***
2011.3.4 (-9.0733)
¥iEp3 Frcfe g *3210p %3237 ¢ F h > 2 i 1.6101%**
2011.3.10 B s THEEE R T RIES ) X% | (7.3465)
EESTE SEN L &
Tp PR Z S BRIENR S 22 FAR o -0.4114**
2011.4.7 (-2.2340)
Tp - PFREF 2 ¥BRENR S22 2 H 0.0590
2011.4.15 R o (0.3479)

S DA R 10%ETE K R 7 E50AT F K RN A 1068 ¥ oK O
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P& AGANEPMIARL P BREF
AP ERRFZEME22FHEF O RFERACTINTEIF2ZIHR
W N PR L Ml SRR TE 2 2 B o @ FHCT(34) 7 & Rk Ak
WA R A4-3

% 4-3 & Rfpo it £ (N=40)

U LA Ty B C el Bl B BBL
CAR (%) -1.05 4.47 -0.76 -10.84 2.34
INV_Ratio (%) 67.79 93.36 74.81 15.57 20.53
SIZE 15.85 18.05 15.92 13.85 1.08
DEBT(%) 50.07 81.50 52.10 0.99 19.01
GROWTH (%) 173.07 325.56 171.35 80.83 66.50
TPE_Ratio (%) 73.04 100.00 97.26 0.00 38.59

HP ICAR(%): &% 2 TR ¥ 4/ 3 x100%
INV_Ratio(%) : 7 b /3% 3 & x100%
SIZE : M3 F AP p Rk
DEBT(%) : i f i /.5 4 x100%
GROWTH (%) : # i 3% &/3 i %% x100%

TPE_Ratio(%) : =t #* ¥ % chts § /57 § x100%

2437 50 AP HAD P2 % f vt F(INV_Ratio)k & £ % 93% » &)
B516% 0 ¢ HEETS% B PR ER T F G AL LR P T
AT HLRBL GRS AP Ft H(DEBT)E A B 582% 0 ho] B

WF 1% TH@E 550% Bt dRER P LR FF A2 LR Y F b
G AR MAEEOSY S AL P2 4 E P (GROWTH) S < & % 326% » &
JE8L% AR T AR I MER P L AEP TR G A ZLE I HEAD
72 b et %o 5 (TPE_Ratio)# ~ & % 100% > &) B 5 0% > ¢ =#ici
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CYETRN R ¢ R S A U I S A 4 SR S LR SR o
[ IR S e A
T 7 ¥e

LAARBREA P I LT PR FLS

B LA e % tiE p value VIF
¥ HaE +/— 5.658 2.60 0.010

INV_Ratio — -0.013 -1.74 0.083* 1.20
SIZE — -0.383 -2.58 0.010%** 1.37
DEBT — 0.014 1.68 0.094* 1.31
GROWTH < -0.004 -1.76 0.079* 1.11
TPE_Ratio — 0.003 0.66 0.507 1.24

=0.0511

Adjusted R*=0.0338
F value=2.95

p value=0.013

P TRk 5 id 100K F KO 5 ** A 7 i 5Y0RE F K 5 %4 7 if 10987 F Ok

d 244V 0o A ATEZASRLPFE FARIECI M E 2 p 2 b

A ERFE 5295 E5%% FRME ek AFT T ¥R HOLE F]3 (Variance

Inflation Factor,35)#& % 3% jF -3l &LF % § & ML VIFES10 7 p f &/
FTEP R ZAM -

P EFS AT A T 0 0 S (INV_Ratio)ie fF i s f - 2318 2 w4
ot &% -1.74 > pvalue i 0.083 > :£10%%g ¥ -k & > L #FH22 B o & T 4 fh
b2 ¥ RfiEbila i) L2F PR SR SR IIFER2T LR
FER ARSI o

P AN(SIZE) 7 i dic s § 2 IEH 2 s APkt 8 5-2.58>p value 5 0.01 -

F1%% F k8> L IFH3Z B & 7 ’,}_;fi—;fé_%“,fni ?zlvffuu— b Ap B A 2
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fof S (DEBT)i fF e s > 2FEH > v gk > 2 L HFHAZ B> A 57
BERALY 2 S RREGPB T LFFLEEDT G I RF L FER
SP o HAAMEAEPMTR AR -

27 % £ (GROWTH)Z i §F thlic s f > &FEH > o dpke >t B 5-176p
value 3 0.079 » £ 10%%4F ¥ -k & » & #FH5z B> LT AL # 2 ¥ ifmif o
MY LZFEHR L ERF LI MER ST HRHFR AP IR

R R 54 B et 5 (TPE_Ratio) it ﬁﬁf Gcs B AR AE10%2 R F k&

AEFHE BT AERDP LG E R LA
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FEE JERAZPELQIFERIOTHREFAN
AETHBBRBTF 2 S BRENT L OFEHI Y E e 2 5 £ )
Z 15 2% B LA aE 2 21 Tﬁ;\uﬁé;—fﬁlhpybvk BFEEE o —;k(35); (3.6)

SR A BREBBE P Y BRECY LEFFRSH ISR P Y Eer 2§

FLAF 2P U2 X PTERE P BT Mda A uF Eer 2 g ¥
SRIEEY S 3 SR AR SR 3 SA L ok L

# 45 ¢ > F Xz~ (Revenue) p AR¥FEGFTE S~ E 5 16.04 B B
230> ¢ i=#ici 12730 HBEZ 2045 Bor A o P R F ey o r 3ok ajE
A4 ¥ £ 415 (GrossProfit_Rate) s+ & 5 71% &) & 5-8% ¢ =% 5 32.57%>
BMrhkA 2D T FEFLIFAFEREL S ¥ H s aRF D FIF 5 h
v X (INV_Ratio) s+ 8 5 96% > /] B 5 9% > ¥ =8 s 73% > &+ F 7 HiE X
P FEVF RS2 ZB 2 fh T AR LT R f 5 (DEBT)E
S E G 86% B B 1% ¢ B 52%  BEor PR R @ B Ky

P
s 2. 3%

A0 i B MIMER S Y R A 2 P 2 2 £ 4 (GROWTH)
B 5 288% > o] i 68%  BEARF AP HEAOT A EPIER G A

A S

47



% 45 75 (3.5)% (3.6)2 & % fickcit it £ 4 (N=43)

T 38 Tioge g4 ¢ e kol B BEL

Revenue 12.43 16.04 12.73 2.30 2.04
GrossProfit_Rate(%) 31.86 71.35 32.57 -8.26 15.41
INV_Ratio(%) 68.18 96.30 72.70 9.02 19.52
SIZE 15.66 18.05 15.75 12.40 1.18
DEBT(%) 50.16 86.48 52.42 0.98 19.04
GROWTH(%) 154.36 288.24 143.65 67.83 61.46
STOCK_MARKET 8.93 9.10 8.98 8.56 0.14
REDISCOUNT _Rate(%) 1.51 1.88 1.38 1.25 0.26

Pt Revenue=tk & & & § F F Edg r

GrossProfit Rate(%) =14 & = 7 § F g £ Ji15

INV_Ratio(%) =7 | ¢ &F A 2
SIZE= 2 7 .4 ;

DEBT (%)= f f ** % :

GROWTH(%)=2 7 & £ 4 ;

STOCK_MARKET= 4 #3% % % 4 %2 % 4 §18c ;

REDISCOUNT Rate(%) =+ {7 2 # ehe piR & ;
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%4613 fF(35)2 i 7 B % (N=43)

Y
3 34 . e tis

o
¥ #oon /- -8.1690 -1.43
EVENT_POST — -1.4406 -2.20%*
INV_RatioxEVENT_POST -~ 0.0098 1.39
SIZE + 1.0345 15.67***
INV_Ratio(%) T -0.0055 -1.06
DEBT(%) = 0.0028 0.63
GROWTH(%) 5 0.0050 3.92%**
STOCK_MARKET + 0.4320 0.71
REDISCOUNT _Rate(%) o 0.5004 0.60
Q1 = -0.5526 -2.86%**
Q2 — -0.4784 -2.30%*
Q3 — -0.5283 -2.47%*

R?=0.4071
Adjusted R*=0.3949
F value=33.45

p value=<0.0001
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% 4-6 1 75 (35)2 w fF R i % (H)(N=43)

PP (L) g 7k LRI KO R BWMIF K 0 %4 i 10%A F ok F

(2)% B 4T
EVENT_POST= #4842 $ s 6l L8 ¥ S0 B2 SES8o My LEF 51
Bil> k2 530,
INV_RatioxEVENT_POST = i5 fi fb 307 & v F & $5 4 [ 4 2 F arfa ik o)) L3 % 24
BT LT IRE S
SIZE= 2 7 L4
INV_Ratio(%) = & f & &5 4 1 % ;
DEBT(%)= /. ff +* % :
GROWTH (%)= 2 7 % £ 1+ ;
STOCK_MARKET =3 ¥ % 4 %2 % 4 3 ¥ ;
REDISCOUNT Rate(%) = {7 2 % #1¢ pLI% ;

Q- Q Q=%-F F-_F - 5=F2nH¥Ek"
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4T (36)2 i iF ¥ #% % (N=43)

3
Fh LA ' % e tie

o
¥ Bt +/— -69.7149 -1.34
EVENT_POST — -1.6171 -0.27
INV_RatioxEVENT_POST — 0.1510 2.35%*
SIZE + 4.1759 6.94%x*
INV_Ratio(%) + -0.0397 -0.84
DEBT(%) — -0.0990 -2.50%*
GROWTH (%) + -0.0048 -0.41
STOCK_MARKET + 6.1786 1.11
REDISCOUNT _Rate(%) = -9.9848 -1.32
Q1 - 1.0388 0.59
Q2 - 0.3816 0.20
Q3 — -0.2712 -0.14
R?=0.1413

Adjusted R*=0.1237
F value=8.02

p value=<0.0001

(1) *** 4 7 iE 1% B K > ** 4 T i 5% F K

()% BP F % 4-6 -

* 2 57 i 10%%EF % -k &
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