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The Impact of Taiwan’s Presidential Elections on the Stock
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Abstract

This study makes use of the data analyses of electronics sub-index, finance and
insurance sub-index, non-finance non-electronics sub-index, and market index in TWSE
(Taiwan Stock Exchange) before and after the Taiwan presidential elections from 1995
through 2016.

The empirical results specify that the finance and insurance sub-index fluctuates wildly
before and after the Taiwan presidential elections, in contrast, the electronics sub-index
reveals larger fluctuations before and after the 13th election in 2012. Evidently, funds focus
on financial stocks during presidential election periods. With the graphical analysis, there
are no bull runs prior to the elections, except the 2008 election in which Ma Ying-jeou first
won the presidency. On the other hand, the market has bull runs following the elections.
Based on the results of Chow test, the finance and insurance sub-index does not fluctuate
significantly before and after the 2000 election, Chen Shui-bian’s first winning the
presidential race, and there is no significant change in the electronics sub-index before and
after the 2008 election, Ma Ying-jeou’s first term as president. Excluding the elections of
2000 and 2008, the indices exhibit structural changes during the pre-election and
post-election periods.
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