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中文摘要 

本計畫研究證券交易稅對股市的影響。經濟學家對於交易稅對波動性的影響，有截然

不同的預測：Keynes、Tobin、Summers 認為交易稅可以降低波動性，Kupiec 和 Stulz

則持相反的看法。此外，倫敦交易所認為降低交易稅可以提高股價，提高交易量，因

而建議降低交易稅。本計畫藉由實際資料，對這些問題提供答案。樣本包括從 1994

到 2002 之間在全球 8 個交易所發生的 12 次交易稅改變的事件。探討的方向包括宣布

日時市場的反應，生效日前後波動性和交易量的差異。 

 

 

英文摘要。（五百字以內） 

This project studies the effect of stock transactions tax on the stock market. Understanding 

this issue can benefit both policy makers and practitioners. There have been opposite 

predictions made by economists. Keynes, Tobin, and Summers predict that transactions tax 

can reduce volatility, while Kupiec and Stulz predict the opposite. London Stock Exchange 

proposes to reduce the transaction tax because it can raise stock prices and increase trading 

volumes. This project tries to provide answers to these questions. Our sample consists of 12 

tax changes from 1994 to 2002 in 8 exchanges around the world. This project will examine 

the annuncement return, changes in volatility and turnover after the tax change. 



一. 前言及研究目的 

 

Economists have worried about the excess volatility of stock markets for a long time.  In a 

well-quoted passage in The General Theory, Keynes (1936) claimed that: 

In one of the greatest investment markets in the world, namely New York, the influence of 

speculation is enormous…. When the capital development of a country becomes the 

by-product of the activities of a casino, the job is likely to be ill done. 

In prescribing a remedy, Keynes goes on to suggest: 

The introduction of a substantial government transfer tax on all transactions might prove 

the most serviceable reform available, with a view to mitigating the predominance of 

speculation over enterprises in the United States. 

Keynes is certainly not alone in this view.  Tobin (1984), Stiglitz (1989), and Summers and 

Summers (1989) all argue that transaction taxes can deter short-term noise traders and reduce 

stock volatility. 

On the other hand, Amihud and Mendelson (1992), Schwert and Seguin (1993), and Stulz 

(1994) argue that the stock transaction tax increases expected returns and reduces prices.  

Kupiec (1996) and Stulz (1994) argue that the tax may actually increase volatility 

 The effect of stock transaction taxes is not only of interest to academics; it is of practical 

concern to policy makers.  In the U.S., lawmakers or administrations have twice proposed taxing 

securities transactions.  In 1987, House Speaker James Wright proposed a new tax on securities 

transactions (Wall Street Journal, March 3).  In 1990, the Bush administration again considered 

the transaction tax as a way of reducing the budget deficit (Wall Street Journal, July 5).  Gould 

(1990) and Grundfest (1990) criticized the administration’s idea, arguing that “it would increase 

the volatility of stock markets, knock roughly 5% off the Dow Jones average, damage the ability 

of new companies to raise capital and drain liquidity from already endangered U.S. financial 

markets.” (Gould, 1990). 

 Despite its importance to academics and policy makers, few empirical work examining the 

economic effects of the stock transaction tax.  Roll (1989) reviewed three proposals for 

dampening volatility: margin requirements, circuit breakers, and transaction taxes, and claimed 



that transaction taxes are the least studied of the three.  The little empirical evidence we have 

does not support the claim that transaction taxes can reduce volatility.  Roll (1989) examines 

whether countries with transaction taxes have a lower volatility, and found the answer to be 

negative.  Umlauf (1993) examines whether periods with higher transaction tax rates in Sweden 

had a lower volatility and also found the answer to be negative. Hu (1998) examines 14 tax 

changes in Japan, Korea, Hong Kong, and Taiwan. 

 The purpose of this project is to provide more evidence on this issue using experiences 

around the world from 1994 to 2002. The sample is listed below which includes 12 tax changes 

from 8 stock exchanges. It has several characteristics that can improve our understanding of the 

effect of the transaction tax.  First, it offers a large sample. Secondly, the markets I examine 

have large variations in market capitalization, volatility, and trading activity.  This might help us 

to understand how transaction tax affects stock markets in different circumstances. 

 

Exchange Tax type Effective 
date 

Original 
rate 

New rate 

HONG KONG Stamp duty 2001/4/1 0.225% 0.2% 
JAPAN Security Transaction tax 1998/4/1 0.21% 0.1% 
JAPAN Security Transaction tax 1999/4/1 0.1% 0% 
Malaysia Stamp duty 1994/1/1 0.05% 0.1% 
Singapore Stamp duty 2000/6/30 0.05%x2 0% 
Australia Stamp duty 1995/7/1 0.3%x2 0.15%x2 
Australia Stamp duty 2001/7/1 0.15%x2 0% 
Brazil  CPMF tax 1997/1/23 0% 0.2%x2 
Brazil CPMF tax 2002/7/12 0.3%x2 0% 
South Africa Marketable Securities Tax  1996/4/1 1% 0.5% 
South Africa Marketable Securities Tax  1997/4/1 0.5% 0.25% 
Denmark Turnover tax on share 

transaction 
1999/10/1 0.5% 0% 

 

二. 研究方法 

Changes in volatility and turnover 

According to Stiglitz (1989) and Summers and Summers (1989), a higher transaction tax can 

deter short-term noise traders and reduce stock volatility. On the other hand, Kupiec (1996) and 



Stulz (1994) argue that the tax may increase volatility. Therefore, the second null hypothesis 

tested is 

  H0: σH = σL,  

where σH is the standard deviation during the period with high tax rate (the subscript H) and σL is 

for the low tax rate period. 

I examine changes in volatility for the whole market portfolio, as well as size portfolios.  

Using size portfolios can increase the power of tests if the noise component is more important for 

the small firm portfolio.  This is plausible given that the percentage of trading conducted by 

individual investors is larger for the small firm stocks.  It is also consistent with the U.S. data.  

Lee, Shleifer, and Thaler (1991) argue that their individual investor sentiment index can explain a 

larger proportion of return variation for small firms than for large firms.  

Because there is no reasonable measure of the noise component in these markets, I choose to 

measure it using the residual from the following market model, 

 rpt = α + β1rmt + eit          

where rpt is the portfolio return at period t, rmt is the market return, and eit is the idiosyncratic 

component. If the true model is a two-factor model that has the market return and the noise as 

two factors, the market model residual will contain the sentiment factor. The estimator of the 

volatility is the average of the estimated |et|(π/2)½ (Schwert, 1989).  The standard t test is used to 

test the difference between σH and σL for each tax rate change.  

 Although there is opposite predictions regarding how volatility will change, everyone agrees 

that turnover should be lower following a tax rate increase (Amihud and Mendelson, 1992; 

Schwert and Seguin, 1993; Stiglitz, 1989; Summer and Summers 1989). Therefore the third 

hypothesis tested is  

  H0: µH = µL,  

where µH is the expected value of turnover during the high-tax period and µL is for the low-tax 

period. 

 I also examine changes in volatility for the whole market portfolio and size portfolios.  

 

三. 結果與討論 



 
Size portfolio weekly volatility 
 

Size portfolio volatility is the absolute value of the simple average of weekly portfolio return 
in percentage. On average, there is no difference in volatility between high tax and low tax 
periods. 
 
  Small firm Large firm 
 Year High tax Low tax Low-High High tax Low tax Low-High
Australia 1995 0.870 0.784 -0.086 0.973 0.918 -0.055 
Australia 2001 0.904 1.156 0.252 0.957 1.039 0.083 
Hong Kong 2001 2.046 1.826 -0.219 2.605 2.403 -0.202 
Japan 1998 2.167 1.979 -0.188 1.858 2.120 0.261 
Japan 1999 1.835 2.102 0.268 2.110 1.463 -0.648* 
Singapore 2000 1.657 0.617 -1.040** 1.895 1.207 -0.689** 
Malaysia 1994 3.676 3.044 -0.632 3.417 2.842 -0.575 
Brazil 1997 1.574 1.450 -0.124 2.371 1.287 -1.084** 
Brazil 2002 1.259 1.065 -0.194 2.109 2.451 0.343 
South Africa 1996 1.188 1.362 0.174 0.975 1.130 0.155 
South Africa 1997 1.420 1.461 0.041 1.207 1.787 0.580** 
Denmark 1999 0.426 0.386 -0.040 0.807 0.673 -0.133 
Aggregate  1.289 1.236 -0.053 1.129 1.065 -0.063 
 
Individual stock weekly idiosyncratic volatility 

For each stock weekly return, we calculate the market model with current and 5 lagged 
market return. Then we calculate the standard deviation of its residuals before and after the tax 
change. 

On average, idiosyncratic risk increases significantly, but the change is not widespread. For 
small stock, 6 increase (2 sig.). For large stock, 7 increase (4 increases sig. and 3 decreases sig.) 
Nonparametric tests also show similar results, it also shows that small firm has a smaller increase 
in market model residual volatility than large firm 
 
  Small firm Large firm 
 Year High tax Low tax Low-High High tax Low tax Low-High
Australia 1995 4.979 5.198 0.219 2.983 2.724 -0.259* 
Australia 2001 5.479 5.423 -0.056 3.361 3.194 -0.167 
Hong Kong 2001 7.665 7.245 -0.421 4.983 4.009 -0.974** 
Japan 1998 6.996 7.311 0.316 4.180 4.180 0.000 
Japan 1999 7.458 7.486 0.028 4.205 5.212 1.007** 
Singapore 2000 3.217 2.966 -0.251 4.125 3.350 -0.775 
Malaysia 1994 6.169 6.858 0.688** 4.343 5.614 1.271** 
Brazil 1997 7.074 7.271 0.197 5.154 4.404 -0.750** 



Brazil 2002 4.300 3.630 -0.670 454696 467609 0.291 
South Africa 1996 7.172 7.801 0.629* 3.737 4.152 0.415** 
South Africa 1997 8.705 8.170 -0.535 4.189 4.940 0.751** 
Denmark 1999 2.819 2.772 -0.046 3.032 3.216 0.184 
Aggregate  6.475 6.684 0.208* 3.977 4.151 0.175** 
 
Portfolio Beta 

For each stock before and after tax change, we regress weekly return against current market 
return and lagged 1-week to 5-week market return, and report sum of 6 beta coefficients. Then we 
take the average of the sum of beta over the size portfolio. 

On average, the sum of beta decreases for small firms. For small firm, 7 are lower (5 lower 
sig. 2 higher are sig.), for lager firm, 6 are lower (3 lower sig. and 2 higher are sig.) 
Nonparametric shows no significance change in sum of beta  
 
  Small firm Large firm 
 Year High tax Low tax Low-High High tax Low tax Low-High
Australia 1995 0.595 0.510 -0.085 0.884 0.939 0.055 
Australia 2001 0.903 1.115 0.213 0.444 0.705 0.261* 
Hong Kong 2001 0.377 0.751 0.374** 1.017 0.948 -0.068 
Japan 1998 0.989 0.708 -0.281** 0.519 0.939 0.420** 
Japan 1999 0.861 1.152 0.292* 0.890 0.600 -0.291** 
Singapore 2000 0.480 0.239 -0.241* 0.553 0.545 -0.007 
Malaysia 1994 1.814 0.277 -1.538** 1.397 0.714 -0.683** 
Brazil 1997 0.410 0.279 -0.131 0.863 0.919 0.056 
Brazil 2002 0.349 0.477 0.127 0.856 1.044 0.188 
South Africa 1996 1.106 0.648 -0.458* 0.996 1.007 0.011 
South Africa 1997 0.595 0.606 0.011 0.967 0.912 -0.055 
Denmark 1999 0.243 -0.013 -0.256** 0.629 0.153 -0.476** 
  0.657 0.531 -0.126** 0.832 0.791 -0.040 
 
Turnover  

We cannot use number of shares traded directly: Variation across stocks will be too large. 
We use the number of shares outstanding as the benchmark and use equally weighted weekly 
turnover. 
Vit = α0 + α1 Dt+ARMA process, Dt=1, if t >0, Run country by country 
Vit = country effect +α1 Dt+ARMA, Dt=1, if t >0, 

 
  Small firm Large firm 
 Year High tax Low tax High-low High tax Low tax High-low 
Australia 1995 0.264 0.432 -0.169** 3.057 3.493 -0.436** 
Australia 2001 0.941 1.041 -0.100 7.817 9.477 -1.660** 
Hong Kong 2001 3.950 5.556 -1.606** 21.837 20.999 0.838 



Japan 1998 0.093 0.078 0.015 3.982 3.712 0.270 
Japan 1999 0.081 0.166 -0.085** 4.151 5.146 -0.994** 
Singapore 2000 0.580 0.592 -0.012 5.771 5.403 0.368 
Malaysia 1994 0.775 1.273 -0.498 7.311 8.792 -1.480 
Brazil 1997 4.980 7.180 -2.200** 2982.0 1802.3 1179.7** 
Brazil 2002 0.016 0.011 0.005 1.366 1.731 -0.369 
South Africa 1996 0.154 0.210 -0.055 1.117 1.083 0.035 
South Africa 1997 0.230 0.388 -0.158** 0.884 1.101 -0.217** 
Denmark 1999 0.014 0.018 -0.004* 0.144 0.136 0.007 
        

 
On average, small firm turnover becomes higher (10 higher, 7 higher sig., 2 lower sig.). On 

average, large firm turnover becomes lower (6 higher, 5 higher sig., 3 lower sig.). The increase in 
turnover for small firm is sig. higher than large firm (9 higher, 4 higher sig.) 
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計畫成果自評 
本計畫達到預計的目標，檢視交易稅改變對波動性及流動性的影響，可以供主管單位參考。 


