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Tax Avoidance Transactions during Ex-dividend Days

under the Imputation Tax Credit System

SumingLin  Kuo-Tay Chen  Dien-Sheng Chang

Abstract: On January 1st 1998, Taiwan adopted the imputation tax credit system
to integrate individual income tax and business income tax. Under the new
system, investors with high personal income tax rates may sell out their stocks
before the ex-dividend day and buy them back afterwards to avoid additional tax
burdens. On the other hand, investors with low income tax rates may buy
stocks earlier and sell them out after the ex-dividend date to earn excess stock
returns. These trading strategies may cause the government to lose substantial
tax revenue from the high tax rate investors, and to refund business income tax to
the low tax rate investors. Having empirically examined the Taiwan stock
market data from 1999 to 2001, this research finds that there are substantia
increases in trading volumes during periods before and after the ex-dividend date.
The regression results also support the hypothesis of bargain hunting. However,
these abnormal trading volumes are not significantly correlated with firm sizes or
tax credit ratios.

Key Words: Ex-dividend, Tax avoidance, Imputation tax credit ratio, Bargain
hunting
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%k #R | TiE | FRL | Y gk | ASE | Kl E | RAK

AR ¥ L |87 # K| 46,882 | 286,876 | -1,600 |3,021,078| -541,559 346
% £ CAV |88 % & | 28318 | 317,342 | 8,696 |1,625,646/-3,632,089] 362
(+%) |89+# R | 4386 | 188,405 | -2,553 | 774,381 |-1,744,245 363

e S om |87 £ R 71.22 15.88 2.07 157.29 0.10 357
ek A |88ER 7.49 17.06 1.79 201.66 0.10 364
PD 89# & | 4.60 9.67 1.29 110.14 0.02 371

“,% Wi+ |87 &Rk | 0887 0.076 0.907 0.995 0.588 357
fs 0 |8B# & | 0.887 0.075 0.909 0.993 0.606 364
PR 89 & & | 0.886 0.070 0.909 0.995 0.621 371
N 87 & & 9.09 122 9.00 12.98 6.19 334
MV T |88 & R 9.05 1.56 8.88 14.06 5.60 356

89 & & 8.65 1.55 8.43 13.72 5.65 359

Fois i 1 87 & & | 10.01 9.48 7.92 94.11 0.00 357
% P(roﬁt 88 & & | 11.12 11.79 7.65 108.00 0.00 364
B 89 & & | 1174 13.98 7.28 135.74 0.00 371
frifdeds (87 & K| 1598 12.02 14.78 33.33 0.00 317
Lok 88 & & | 15.65 11.26 14.36 40.80 0.00 340
Credt [89# R | 1437 11.77 12.67 48.15 0.00 337
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Fafnd it a jRAEFIHEFAIIEAL o EELI DR AR
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x4 ZHFEZERXRBER(AV, ENTR \REEREZMIE( P-value)

2 |87T#RBRAV| 88ERAV | 89ZR AV |2 |87#R AV | 825 AV | 8 &7 AV
% | (P-value) (P-value) (P-value) | % | (P-vaue) (P-value) (P-value)
p n=346 n=362 n=363 p n=346 n=362 n=363
-30| 634.5(.332) 37.4(.907)| -325.0(.201)| O |2,842.9(.000)| 3,082.2(.000)| 3,236.8(.000)
-29| 491.6(.253)| 214.9(.576)| -133.7(.568)| 1 |1,723.8(.001)| 839.2(.008)| 856.9(.003)
-28| 560.3(.224)| 467.7(.165)| -161.0(.497)| 2 |1,480.8(.003)| 276.3(.411)| 630.0(.024)
-27| 236.4(.541)| 474.0(.134)| -297.2(.222)| 3 | 974.5(.001)| 196.3(.597)| 518.2(.094)
-26| 395.1(.326)| 203.6(.474) -0.4(.998)| 4 | 931.8(.022)| 93.9(.796) 41.5(.850)
-25|640.49(.224) 73.2(.851)| -100.5(.701)| 5 [1,020.4(.023)| 568.0(.118)| 194.3(.455)
-24| 820.9(.133)| 540.8(.092)| 253.0(.353)| 6 |1,099.2(.003)| 383.5(.206)| 151.7(.479)
-23| 502.9(.210)| 1,034.2(.022)| -243.7(.3640)| 7 | 622.1(.031)| 218.9(.536)| 199.29(.487)
-22| 595.8(.176)| 712.5(.129)| -24.5(.902)| 8 | 682.3(.078)| 111.6(.712) 20.7(.938)
21| 619.1(.175)| 447.7(.224)] 209.6(.294)| 9 | 660.7(.177)| 542.0(.171)  41.6(.870)
-20| 489.8(.149)| 638.3(.151)| -31.5(.887)|10| 366.7(.335)| 342.7(.364) 72.5(.775)
-19(1,041.1(.016)| 588.0(.203)| -184.8(.407)| 11| 665.4(.094)| 68.2(.839)| -107.1(.664)
-18|1,003.9(.034) 74.6(.828)| 129.0(.537)| 12| 553.4(.082)| 159.0(.647)| 120.2(.702)
-17|1,523.4(.011)| 423.2(.296) 77.5(.700)| 13| 840.1(.113) -4.5(.990) 69.2(.791)
-16| 742.0(.080)| 1,072.3(.037)| 294.3(.271)| 14| 622.1(.212)| -52.2(.891) -40.9(.860)
-15| 619.7(.124)| 489.5(.271) -1.9(.994)| 15| 436.8(.201)| 337.0(.393)| -284.2(.216)
-1411,301.9(.001)| 1,040.6(.043)| 177.5(.516)| 16 | 1,048.4(.021)| 1,082.4(.025) -76.6(.727)
-13| 835.5(.015)| 500.9(.256) 4.6(.986)| 17| 765.8(.063)| 666.6(.120) 74.8(.742)
-12| 377.9(.196)| 624.0(.060) 52.0(.820)| 18| 732.4(.190)| 662.4(.120)| 282.6(.325)
-11| 838.3(.023)| 728.3(.035)| 369.7(.169)|19| 602.2(.195)| 568.9(.171) -30.7(.896)
-10| 979.3(.011)| 671.8(.070) 67.8(.768)| 20| 435.9(.181)| 421.6(.213) -57.3(.838)
-9 | 854.0(.015)| 304.2(.340)| -153.7(.478)|21| 608.6(.208)| 708.9(.014)| -422.8(.084)
-8 | 699.5(.061)| 263.7(.524)| -274.3(.193)|22| 898.6(.036)| 394.4(.151)| -299.6(.157)
-7 | 370.0(.318)| 254.3(.431)| -24.2(.915)|23| 468.6(.246)| 177.1(.607)| -142.8(.609)
-6 | 474.3(.199)| 728.4(.087)| -309.7(.186)|24| 613.9(.326)| -104.1(.775)| -111.6(.696)
-5 | 391.3(.163)| 175.0(.624)| -288.5(.285)|25|1,069.3(.071)| 263.7(.435) 17.4(.953)
-4 | 490.0(.097) 82.4(.790)| -431.9(.028)| 26| 799.5(.113)| 590.5(.058)| -222.2(.446)
-3 | -50.4(.914)| -595.9(.070)| -749.8(.001)|27| 679.2(.032)| 589.6(.039)| -61.25(.818)
-2 | 11.0(.9614)| 135.6(.707)| -314.6(.096)|28| 973.9(.015)| 312.9(.288) -44.0(.845)
-1 {2,681.8(.000)| 2,503.9(.000)| 2,029.6(.000)| 29| 632.9(.046)| -89.2(.802)| 180.7(.544)
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Bl 1 famw# 873 89 &#&A-30 XF4nikp 332 AHEF 242
(CAV) el o AGZ W™ P A5 o) 87 & A 22 88 # & 1 1#-30 < 3/+29
B0 X BEYE Y 0 CAV § iE i) i L8 E R BfiE (L)
p 2@ CAV 3R f fico ja 8 i x4 %% e pogfE (L) pdzz CAV
I d E‘ﬂuﬁé.w_ﬂz’ THED 4299 CAVHA R 0c M 124 425
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T o om REEA 2 fAjTind o q—\{-ﬁ 255k 89 ﬁ}im e 4@,4]:‘
B(L) 28 -2 (-1p) Bo ¥ ﬁﬁﬂ”ﬁﬁﬁﬁp%ﬁﬁ%vﬂ?
AR R R B I R(L) T - P AR A S LRy o
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SRR E 90 T AR F At T, (FrpigAERA | §[2001]) 0 A FL G
LHLBOE e FRLT L

6 g7 )%,IJ894‘£)§1 430 % b1 £429 % 2 CAV A 1] % 47,023 F 928,319 + 1% 7 4,386
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ﬁ*’f‘rF'ﬁ ’\’J’L"’M]:\%E(lu)ﬂ 5"!97 —;ﬂl#‘:\ig’nd/’;}b,“}%ﬂ’

1‘]"3}‘7 (6) ;8RR Eﬁﬁf
. 4 (Profit)

Credit) ~ E {15
'PR) Mz g ¥wu )*%i%ﬂ( (Dy v ...
'lif’—r)"]Z\' 5—‘?1\' G’ZLFTI“"I\' 5—‘?1\' 6711\-:'\)&

T AHB YL E (CAV) #
’\:Jifﬁ.,ﬁ:(MV)‘ Ll l% ‘“Im'FAp’b

%3

Yk - p gk i PREPA/PD) it 5 b T TG

i PD ("f

K/[]:t :ES—E_‘

{s2 i £ > PD= Pb-Pa) -

'Dg) & iti{7iw o
5% PR(M];
(RELS S

I

aaﬁi

P €T

®5 EFERREEXZEZEBRSH (A PRAELELE)

.L

11\

5
%

. 6

$ i 87 i (n=304) 88 #(n=333) | 89 i (n=336)
- - 205,776 762,901 331,888
PR=Pa /Pb  (—) (172) (.004) (.059)
61,985 9,681 11,167
MV (=) (.000) (.227) (.079)
) -1,985 3,630 302
Profit (=) (.081) (.009) (323)
) 5411 2616.75 266.60
Credit (+) ( 438) (353) (393)
— ~171.210 669,100 375,743
1R (.216) (.011) (.029)
D, BT % ~327,000 787.775 382,925
2 PR (.077) (.005) (.037)
D, %1 % 328,941 868,161 380,434
s 7 (.082) (.003) (.040)
2399592 828,376 241,361
o A ) ) ’
Da 7T 2 E k5% (.050) (.005) (.025)
D 5% 364515 841,028 390,080
5 S (.065) (.004) (.038)
S ~416.228 881,153 385,861
R AF (.039) (.003) (.043)
2363660 882,371 371,407
ok 1__ ] ] )
D7 ¥ gt (.064) (.003) (.042)
D ~340,598 861,260 382,576
8omw (.070) (.003) (.040)
. 363,771 1,286,668 483,688
£ 5 (.073) (.000) (.017)
MODEL F 2 % & .000 .000 401
Adj R? 237 .166 -.014
B PN ~Lr&p—r Lpvauer Py EiHEEPFE
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% DT FHCAl2 F Ayt 8752 88 & RN 7] 0.01 1T 2 F
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A (%65 #WAFEVLEE (CAV) Z 5 i 4 o A dewm 2 9
ﬂ,w&@§§1aﬂ%@ag«Lagm;%4%%’%&@*owr
’&_%%E“,f.ifeid flc s p i kg 2 4 (R3L6) e (6) St
FHCL 289 E R X2 B afRa 4 0 H AdjustedR® 5 o I A T
%52 WP ¥ 87-88& & 54 -

LE BRI RS AT RO LSS Pah
o PR Pz F) g o Mf*& (L) o fiipsts g€ 2§
A F BT o Big g ‘f\iﬂﬁj«’t’ A= A ) ;‘,g‘rﬁj‘gét,ftﬂp
PR CAV &G F el i o 2 5@ S S8 0 PRy 5 &2
TRHpAp > 2 B WA 88 & R 001 ek ¥ k® (87 # &2 P-vaue 3
0.172) -

Bamber (1987) 2. fl’ﬁ)i B3 (the magnitude hypothesis):d & = 7 2R ficdx
o PR E M AARS S HFE AR B ERENE AR T TR Fla b F
M- LFATFHFLERS (P LHFSLH) Fla ERK
SR AR A MV (2P L B HFF~) 2 p Rtk
ﬁa»ﬂ%ﬁa@w%&,um$W@ﬁiiﬁﬂé/W%E(N)BWW
BARRIBEPRETNE L AL SHIHELEEY CAFF T AP RAIEER
B2 88 R MV Gfist A5 | > A Hp P e 2 F Ak g
7T ER MVeniZBicfrlgF 5 1 > BIH R 240 F > RF]V 5t 30| R
EUMECRRORTS 3 CECIES S SCAESE S S IR oI GF S LA

A4 ;gﬁp;ﬁﬂ \_}rgrru‘ ’&'F?/\rrq%'f 15'—]‘51\_}53’,\;}1 %’-‘ﬁ;ﬁ%‘
%ﬁg (L) pwmfd2 s Ky k2B ft 2 f1F o F) o Profit s&2 CAV
EFE B the 2 5 RESET o Profit £ £ Renifadky LB 2P 88
# B2 1) 0.01 8 ¥ -k > 87 # & P-value 3 0.081 5 417 0.05 e% ¥ -k
oo TP A 2 FRER ESLPFE] VN T2 ﬂ*itﬁf?%ﬁ“f?m
PRI E LI i g AL E RN YR

figpdedsort & Credit 2 #8788 & & v AEH ¥ L > M5~ 2
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