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The Impacts of Releasing Short Sales Up-tick Rule on

Taiwan Mid-Cap 100 Index Constituents

Wu, Juping

Assistant Professor, Department of Finance, Shu-Te University

Abstract

The restriction of short-sale prices, which states that short-sale prices must not be
lower than the closing price of previous trading day, had been released to the
constituent stocks of the TSEC Taiwan Mid-Cap 100 index on November, 12, 2007.
This study investigates the effects of waiving restriction on the price impact, market
liquidity and price volatility. The Empirical results show that just before the waiving,
there are abnormal negative returns on those component stocks. After the waiving, the
abnormal return becomes positive. It shows a V shape. Furthermore, their volatilities
increased and the market depth to measure the market liquidity decreased significantly
after releasing the restriction. Therefore, the authorities should re-consider the impact
on the market when they try to release the regulation toward the market freedom.

Keywords: Short Sale -~ Abnormal Return ~ Market Liquidity ~ Price Volatility
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