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The Study on the Impact Effects of Margin Trading
on Stock Market:Evidence and Enlightenments
from Taiwan Stock Market in China

WANG Min', LIAO Shi-guang®, WU Shu-kun®

(1. Antai College of Economics and Management , Shanghai Jiao
Tong University s, Shanghai 200052, China ;2. Research Center ,
Shanghai Stock Exchange, Shanghai 200120, China ;

3. Institutional Business Department , Hai Tong Securities s Shanghai 200001, China)

Abstract: Margin trading is an important part of stock market, and it is
necessary to study the impact of margin trading on stock market. Using the
margin trading data from Taiwan stock market in China, this paper discus-
ses the impact effect of margin trading on the whole stock market from the
angles of market liquidity and fluctuation. The results reveal that margin
purchase is apt to enhance market liquidity, while short sale has no signifi-
cant effects on market liquidity, and margin trading does not affect market
fluctuation remarkably. This paper suggests that margin rate could be a ad-
justing and controlling tool. The securities supervision authority could ade-
quately adjust margin rate to avoid big fluctuations on stock market.

Key words: margin trading; liquidity; fluctuation; margin rate
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