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Abstract

To fulfill the equality principle for income taxes, as well as to respond to the
concerns for social fairness due to the low wealth tax system in Taiwan, the
Ministry of Finance proposed the “Specifically Selected Goods and Services
Tax Act” (hereafter referred to as the luxury tax act). The goal was to impose
a tax on luxury goods and services. The Act was passed in its third reading by
the Legislature Yuan on April 15, 2011.

Using the event study and multiple regression analysis, the authors have
examined the impact of the luxury tax act on stock returns for companies in
the building material and construction industry. The empirical results
indicate that the accumulative abnormal stock returns for companies in the
building material and construction industry were smaller than those of the
other industries during the period of time that the luxury tax act was
proposed until the time it was put into effect. Hence, the implementation of
the luxury tax act indeed affected the decisions of stock investors.
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