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Can Securities Transaction Tax Inhibit the Stock Market Bubbles:

An Empirical Study Based on Chinese Stock Market

YAO Tao, SONG Li-li
(College of Economics and Management, Chongqing University of Posts and Telecommunications, Chonggqing 400065, China)

Abstract; The high average price earning ratio implies the existence of the stock price bubbles in stock market and increases

possibility for financial crisis. In order to analyze whether securities transaction tax has the inhibitory effect on the stock market

bubbles, we selected the two adjustments of securities transaction tax for inhibiting stock bubbles, used the data of Shanghai A-

share and compared PE ratios before and after adjustment by descriptive statistics and single factor variance analysis, the results

show that securities transaction tax has obvious impact on inhibiting stock bubbles and that this kind of impact is significant in

short time. Government can adjust the rate of securities transaction tax according to PE ratio in order to make the investors have

clear expectation for securities transaction tax policy and to reduce excessive speculation.

Key words : securities transaction taxes; stock market; bubbles; price earning ratios; variance analysis
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