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Abstract
Using event study method, this paper examines the effect of the policy of implementing
Alternative Minimum Tax (AMT) on stock returns of listed companies and investigates the
relationship between firm characteristics and abnormal stock returns during the event period
of the AMT legislation process. The results of this study show that the stock market reacted
to the AMT policy as a tax-increasing event, resulting in negative abnormal returns. Further,
Companies distributing greater employee bonus and tax-exempt investment income
experienced greater negative abnormal returns during the AMT event period, and the negative
impacts of employee bonus and tax-exempt income were more salient for the electronics
industry than the other industries.
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( 1) 

(Alternative Minimum Tax AMT) 94 

12 9 95 1 1 

74 

20 

( 2000; 

2005) ( 2001)

94 9 1 

216

1 ( ) 57.16% ( )

12.5%
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95 1 1 

5% 12% (

2005a) 5%~7.5% ( 2005)

(2005a, 2005b) 

10% 10%

1% 

200 10% 12% 600 20%

95 1 1 

Blouin Raedy Shackelford (2002) 1998 

18 

28% 20%

1.3% Lin Zeng

(2005) 1985 

$500,000

(2001) 

( ) 

( ) ( ) 

( ) ( ) 
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95 1 1 (Alternative Minimum Tax AMT) 

10% 

(ETR) 0 10% 

AMT 10% ETR 

(ATR) ATR =10% ETR 0
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10% ATR 10%

0 ETR 
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39 ( 2)

(BONUS)

( )

( ) ( ) 

(INVGAIN)

79 1 

1 

Chen Lin Chang (2001) 

(INVDIS)

( )

222

2 39 97 
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19 S2

87 

10% 

(FHOLD)

(1-1) (1-2) (1-3) ( 3) 

223

3 Ali Kallapur (2001) 

(Ordinary

Least-squares OLS) 

(GARCH) 
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Ri,t i (94 1 1 12 31 ) 247 (t) 

Rm,t (94 1 1 12 31 ) 247 (t) 

DEj ELECi,j 10 j 

DEj ELECi,j 1 DEj ELECi,j 0

DBj BANKi,j 10 j 

DBj BANKi,j 1 DBj BANKi,j 0

i,t

j Dj 1 Dj

dj j 0 1 

d1,...,d10 10 

94 8 29 

7.5% 12%

(Abnormal Return AR) 

Fama (1976) 

( ) 

224

(1-1)

(1-2)

(1-3)
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0 1

OLS 

(2) 

Ri,t 0,i 1,i Rm,t i,t                                                                                                                                                (2)

Ri,t (93 7 1 12 31 ) 111 (t) 

Rm,t (93 7 1 12 31 ) 111 (t) 

i,t

N ( ) =1,2,...,N

N (2) (2) 0,i 1,i b0,i

b1,i

(2) 0,i 1,i b0,i b1,i 10 

(AR) ARi,t

ei,t Ri,t Ri,t Ri,t (b0,i b1,i Rm,t )

(SAR) (

t i 1,...,N) ( 4) t 

10 

225

4 Brown Warner (1985) AR 

SARi,t =              t ( 93 7 1 93 12 

31 m ) N i 

ARi,t

S (ARi,t)
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(3)

CAR 10 (t) 

ATR 93 

ETR 0 ETR 10% ATR=10%-ETR

ETR 10% ATR=0 0 

ATR=10%

BONUS 93 12 31 (

) 

INVGAIN 93 12 31 

INVDIS 93 12 31 

FHOLD 93 12 31 (

) 

ROA 93 12 31 

DEBT 93 12 31 (

) 

SIZE 93 12 31 

10%

10% 10%
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19 S2

(ROA)

(Debt Covenant Restrictions) (Duke & Hunt III, 1990; Press &

Weintrop, 1990) ( ) 

(DEBT)

(SIZE) 

(Political Cost Hypothesis) 

(Political Power Hypothesis) 

(Siegfried, 1974;

Porcano, 1986)

(Zimmerman, 1983; Chen et al., 2001;

Liu, Lin, & Huang, 2001)

(Taiwan Economic Journal TEJ) 

( ) 

( ) 93 7 1 12 31 111 

94 1 1 12 31 247 

93 12 31 

( ) 1,492 

( ) 38 1,454 ( ) 

302 1,152 

684 468 

227
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2 Panel A 

( 94 ) -0.95% Panel B 

(10 ) -0.82%

2 Panel C

10 9 

94 8 29 10%

-2% 94 7 29 

-1.72%
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(t)

(t-1) (t+1) 

3 

3 94 2 1 
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94 5 5 

94 11 23 

12 9 
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(1-1)

(1-2)

(1-3)
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( AMT ) AMT

94 

1 (t+1)

232

4 

94 5 5 

94 11 23 

94 12 9 
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4 

(t-5,t 5) 

( 5)

94 2 21 ( )

(2 25 ) (2 25 ) 

( 7% 15%)

(

) (4 28 )
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19 S2

(12 3 ) 

5 (CAR)

0.85% ( 0.48%) (ATR) 2.04% (

0%) (BONUS) 

0.36% ( 0.13%) (INVGAIN) 0.25% ( 0%)

(INVDIS) 0.15% ( 0.04%) (FHOLD) 

6.76% ( 1.74%)

3.82% 12% 15.11
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6 Pearson (CAR)

(ATR) (BONUS) (INVGAIN)

(ROA) (CAR) 

(FHOLD) (DEBT) (SIZE) 

(SIZE) 1% 

0.20

-0.19 +0.60 
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CAR    ATR      BONUS  INVGAIN  INVDIS FHOLD     ROA DEBT     SIZE
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( 6)

7 

(ATR) 0 10% 

(BONUS) 

(INVGAIN) 

(ROA) 

(DEBT) 

6 ( 10% ) CAR
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19 S2

(ATR)

10%

(BONUS) 

(INVGAIN) (INVDIS) 

(ROA) 

(DEBT) 

239
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(INVGAIN) 

(INVDIS) 

240

(3)
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5% (t -0.51 p 0.6102)

5% (t -2.04 p 0.0417)

(ETR 10 ) (1,0) 

94 12 9 95 

94 12 28 ( 2005) 

1,201 

( )

(ETR 10 ) (1,0) 

(Equity

) 

(t -1.69 p 0.0915)

(t 2.18 p 0.0301)
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19 S2

(t - 1.86 p 0.0647)

(t -2.72 p 0.0070)

(t 3.15 p 0.0019) 5% 

(3) 

95 

1 1 

94 5 5 

94 11 23 

18 

3 

4 12 

10 

-0.82%

( 16 ) 

10% 

243
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19 S2

2005

17 1 79-104

2005a ( )

230 108-117

2005b ( )

231 109-121

2001
����
����
����
����
����
����
����
����
����
����
����
����
����
����
����
����
����
����
����

����������

18 3 477-501

2000 1

1 1-18

2005

2002

35 91-105

2005

12 29 A1 

2004 36 6

14-33

2005 5 7.5% 

3 10 A6 

2005a 5% 2 19

A6 

, 2005b

5 10 A7 

Ali, A., & Kallapur, S. 2001. Securities price consequences of the private securities

litigation reform act of 1995 and related events. The Accounting Review, 76 (3):

431-460.

Blouin, J. L., Raedy, J. S., & Shackelford, D. A. 2002. Equity price pressure from the 1998

reduction in the capital gains holding period. The Journal of the American

Taxation Association, 24 (Supplement): 70-93.

Brown, S. J., & Warner, J. B. 1985. Using daily stock returns: The case of event studies.

Journal of Financial Economics, 14 (1): 3-31.

Chen, M. C., Lin, S., & Chang, T. H. 2001. The impact of tax-exempt stock and land capital
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