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Abstract

The emerging stock market in Viet Nam has been affected by the financial crisis 2007-2009.
This study analyzes the impacts of tax policy on market risk for the listed firms in the
construction industry as it becomes necessary.First, by using quantitative and analytical
methods to estimate asset and equity beta of total 104 listed companies in Viet Nam
construction industry with a proper traditional model, we found out that the beta values, in
general, for many companies are acceptable.Second, under 3 different scenarios of changing tax
rates (20

Index terms— equity beta, financial structure, financial crisis, risk, tax rate real estate industry.

1 Introduction

ogether with the development of real estate industry, throughout many recent years, Viet Nam construction
industry is considered as one of active economic sectors, which has certain positive effect for the economy.

This paper is organized as follow. The research issues and literature review will be covered in next sessions
2 and 3, for a short summary. Then, methodology and conceptual theories are introduced in session 4 and 5.
Session 6 describes the data in empirical analysis. Session 7 presents empirical results and findings. Next, session
8 covers the analytical results. Then, session 9 presents analysis of risk. Lastly, session 10 will conclude with
some policy suggestions. This paper also supports readers with references, exhibits and relevant web sources.

2 1II

3 Research Issues

We mention some issues on the estimating of impacts of tax rates on beta for listed construction companies in
Viet Nam stock exchange as following:

4 Issue

Whether the risk level of construction firms under the different changing scenarios of tax rates increase or decrease
so much.

Issue 2 : Whether the disperse distribution of beta values become large in the different changing scenarios of
tax rates estimated in the construction industry.

III1.

5 Literature Review

Smith (2004) mentions in Chicago, properties located in a designated TIF (tax increment financing) district will
exhibit higher rates of appreciation after the area is designated a qualifying TIF district when compared to those
properties selling outside TIF districts, and when compared to properties that sell within TIF district boundaries
prior to designation.
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11 EMPIRICAL RESEARCH FINDINGS AND DISCUSSION

Robert et all (2011) recognized a significant positive relation between changes in intercorporate investment
and changes in corporate marginal tax rates on ordinary income.

George and Jot Yau (2012) found that there is a positive relationship between transaction cost and price
volatility, suggesting that the imposition of a transaction tax could increase financial market fragility, increasing
the likelihood of a financial crisis rather than reducing it.

Next, Ruud et all (2013) said that greater tax bias is associated with significantly higher aggregate bank
leverage, and this in turn is associated with a significantly greater chance of crisis.

Then, Sung, Mark and Laura (2013) also indicated that business property values are more responsive to
changes in tax rates as compared to residential property.

Finally, tax rate can be considered as one among many factors that affect business risk of real estate firms.
Iv.

6 Conceptual Theories

a) The impact of fiscal policy on the economy Tax policy is one among major fiscal policies. If the government
changes the tax or expenditure policy, the economy will be affected because the aggregate demand fluctuates,
level of economic activities fluctuates, level of income changes and the allocation of economic resources in the
public sector in relative to private sector changes.

In a specific industry such as construction industry, on the one hand, using tax policy with a decrease or
increase in tax rate could affect tax revenues, profit after tax and financial results and compensation and jobs
of the industry. On the other hand, using tax policies could increase the financial results of this industry and
therefore, affect the tax revenues, compensation and jobs.

During and after financial crises such as the 2007-2009 crisis, there raises concerns about fiscal policies or
public policies of many countries, in both developed and developing markets.

V.

7 Methodology

Because the period 2007-2011 is the time the local economy experienced impacts from financial crisis, in this
study, we use the live data from the stock exchange market in Viet Nam (HOSE and HNX) during the four or
five years period to estimate systemic risk results and tax impacts.

In this research, analytical research method is used and specially, tax rate scenario analysis method is used.
Analytical data is from the situation of listed construction firms in VN stock exchange and cuurent tax rate is
25%.

Finally, we use the results to suggest policy for both these enterprises, relevant organizations and government.

8 VI
9 General Data Analysis

The research sample has 104 listed firms in the construction market with the live data from the stock exchange.

Firstly, we estimate equity beta values of these firms and use financial leverage to estimate asset beta values
of them. Secondly, we change the tax rate from 25% to 28% and 20% to see the sensitivity of beta values. In 3
cases (rate = 20%, 25%, and 28%), asset beta mean is estimated at 0,306, 0,307 and 0,308. Also in 3 scenarios,
we find out var of asset beta estimated at 0,064 (almost the same) which shows small risk dispersion. Tax rate
changes almost has no effect on asset beta var under financial leverage.

10 VII.
11 Empirical Research Findings and Discussion

In the below section, data used are from total 104 listed construction companies on VN stock exchange (HOSE
and HNX mainly). In the scenario 1, current tax rate is 25% which is used to calculate market risk (beta). Then,
two (2) tax rate scenarios are changed up to 28% and down to 20%, compared to the current corporate tax rate.

Market risk (beta) under the impact of tax rate, includes: 1) equity beta; and 2) asset beta.

? Scenario 1: current tax rate is 25%

In the case of tax rate of 25%, all beta values of 104 listed firms on VN construction market as following:
Equity beta mean values in all 3 scenarios are little high (> 1) but asset beta mean values are small. In the case
of current tax rate of 25%, equity beta value fluctuates in a wide range from 0,115 (min) up to 2,884 (max) and
asset beta fluctuates from 0,008 (min) up to 1,458 (max). If corporate tax rate increases to 28%, equity beta
moves from 0,105 (min) up to 2,884 (max) and asset beta moves from 0,008 (min) up to 1,458 (max). Hence, we
note that there is a change in equity beta min value if corporate tax increases. When tax rate decreases down to
20%, equity beta value changes from 0,091 (min) up to 2,884 (max) and asset beta changes from 0,007 (min) up
to 1,458 (max). So, there is small changes in equity/asset beta min values when tax decreases In scenario 3.

Beside, Exhibit 7 informs us that in the case 28% tax rate, average equity beta value of 104 listed firms
decreases up to 0,0924 while average asset beta value of these 104 firms increase slightly up to 0,0008. Then,
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when tax rate reduces to 20%, average equity beta value of 104 listed firms reduce to 0,0983 and average asset
beta value of 104 firms down to 0,0013.

The below chart 1 shows us : when tax rate decreases down to 20%, average equity and asset beta values
decrease slightly (1,008 va 0,306) compared to those at the initial rate of 25% (1,106 va 0,307). At the same
time, when tax rate increases up to 28%, average equity beta decreases slightly whereas average asset beta value
increases slightly (to 1,014 va 0,308). However, the fluctuation of equity and asset beta values (0,303 va 0,064)
in the case of 20% tax rate is higher than or equal to (>=) the results in the rest 2 tax rate cases.

Chart 1 : Comparing statistical results of three (3) scenarios of changing tax rate IX.

12 Risk Analysis

In the case of decreasing tax rate, (20%), the market and companies can receive more benefits such as generating
more jobs and compensation, but the government budget can have deficit and the government has to cut expenses.
Changes in tax rates can have both positive and negative impacts on the local market.

In the case of increasing tax rate (28%), the government will have budget to finance public expenditures but
the tax could reduce both demand and supply.

13 Conclusion and Policy Suggestion

In summary, the government continues to increase the effectiveness of building the legal system and regulation
and macro policies supporting the plan of developing both the construction together with the real estate market.
The Ministry of Finance Continue to increase the effectiveness of fiscal policies and tax policies which are needed
to combine with other macro policies at the same time, although we could note that in this study when tax rate
is going to increase up to 28%, the value of equity beta mean decreases down to 1,014, from 1,106.

The State Bank of Viet Nam continues to increase the effectiveness of capital providing channels for both
construction and real estate companies.

Finally, this paper suggests implications for further research and policy suggestion for the Viet Nam government
and relevant organizations, economists and investors from current market conditions.
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Figure 1:

Figure 2: Exhibit 8 :



construction market (t = 25%)

Order Company Equity Asset beta (assume
No. stock code beta debt beta = 0)
1 CNT 1,062 0,134
P DCC 1,299 0,578
3 DIG 1,772 0,964
4 FPC 0,484 0,229
5 HBC 1,030 0,277
6 L10 0,909 0,193
7 MCG 1,595 0,543
8 VNE 1,700 0,606
9 135 0,295 0,095
10 LM3 0,337 0,040
11 LO5 0,745 0,179
12 L62 0,606 0,171
13 L61 0,856 0,261
14 L43 0,709 0,217
15 L44 1,277 0,252
16 B82 0,860 0,146
17 BCE 0,955 0,515
18 C92 0,800 0,121
19 CIC 0,919 0,248
20 CID 0,891 0,423
21 CSC 1,023 0,217
29 CT6 0,435 0,122
23 CTD 0,950 0,574
24 CTM 2,869 1,458
25 CVN 0,995 0,605
26 CX8 0,180 0,034

Figure 3: Table 1 :

2
(t = 28%)

Order  Company Equity Asset beta (assume
No. stock code beta debt beta = 0)

1 CNT 1,062 0,134

p DCC 1,299 0,578

3 DIG 1,772 0,964

4 FPC 0,484 0,229

5 HBC 1,030 0,277

[Note: ? Scenario 3: tax rate decreases down to 20%If corporate taz rate decreases down to 20%, all beta values

of total 104 listed firms on the construction market in VN as following:]

Figure 4: Table 2 :
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DCC
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Equity
beta
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1,772
0,484
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1,595
1,700
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0,856
0,709
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0,860
0,931

[Note: © 2013 Global Journals Inc. (US)]
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Figure 5: Table 3 :
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(Source : Bureau Statistic) Order Rank Company name 1 CA?”NG TY CP LAM
S?N PISICO QU?NG NAM 2 CA?"NG TY CP VANG B?C ?A QUY SJC C?N
TH? 3 CA?”NG TY CP S?I1 PHU NAM 4 CA?’NG TY CP VANG B?C ?A QUY
B?N THANH 5 CA?”’NG TY CP MAY CHI?N TH?NG 6 CA?"NG TY TNHH
DU L?CH TR?N VI?T 7 N.A 8 CA?”NG TY TNHH TRUY?N THA?”"NG ADT
9 CA?’NG TY CP K?T N?I NHAN TAI 10 10 CA?”NG TY TNHH THI?T L?P
11 11 CA?’NG TY TNHH-CH? BI?’N TH?Y S?N VA XNK TRANG KHANH
12 12 CA?’NG TY S?N XU?T TH??NG M?I VA ?7?U T? TAM MINH 13 13
CA?’NG TY TNHH TH??NG M?I S?N XU?T HUNG HUY 14 14 CA?"NG
TY TNHH TH??NG M?I HOANG 7?70 15 15 CA?”NG TY TNHH TH??NG
M?I XAY D?NG DI?U LONG 16 16 CA?”NG TY CP XAY D?NG NHA VA
PHAT TRI?N H? T?NG HA N?I1 17 CA?”NG TY CP X?NG D?U TH??NG M?I
SA?”’NG TRA 18 CA?”NG TY CP S?I PHU TH?NH 19 CA?”NG TY TNHH DU
L?CH VA TH??NG M?I SA?”NG H?NG 20 CA?”NG TY CP D?U TH?C V?T
BINH ??NH 21 CA?”NG TY CP V?T T? M? ??A CH?T 22 CA?”NG TY TNHH
MTV SAI GON B?N TRE 23 CA?”NG TY TNHH H?I VI?T 24 CA?"NG TY
TNHH MAY PHU ?4»?"NG 25 CA?”NG TY TNHH TH??NG M?I VA D?CH
V? K? THU?T TESCO 26 CA?”NG TY TNHH TH??NG M?I PHUC THAI
27 CA?”’NG TY TNHH MINH ??NG 28 CA?”NG TY TNHH TH??NG M?I VA
D?CH V? V?N T?I NG?C KHANH 29 CA?”NG TY TNHH TH??NG M?I D?CH
V? VAN PHAT 30 CA?”NG TY CP V?N T?I VA D?CH V? PETROLIMEX
NGH? T?NH 31 CA?’NG TY TNHH TH??NG M?I S?N XU?T TAN BINH
32 CA?”NG TY TNHH NGUYEN LI?U GI?Y DUNG QU?T 33 CA?"NG TY
TNHH B?NH VI?N ?A KHOA T? NHAN AN SINH 34 CA?’NG TY TNHH
IN L?A NH?T PH??NG 35 CA?"NG TY CP D?U KHI SAT GON-PHU YEN 36
CA?"NG TY CP BE TA?”NG ??NG H?I 37 CA?”NG TY CP GIAY BINH ??NH
38 CA?”NG TY CP ??U T? PHAT TRI?N THIEN S?N Exhibit 6 : Risk and
financial leverage of 104 listed constryction firms on VN stock exchange period
2007-2011 Exhibit 3 : Inflation, GDP growth and macroeconomics factors Year
Inflation GDP USD/VND rate 2011 18% 5,89% 20.670 2010 11,75% (Estimated
at Dec 2010) 6.5% (expected) 19.495 2009 6.88% 5.2% 17.000 2008 22% 6.23%
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163 [Approximately ()][Approximately [Blxhibit Exhibit 1 : Interest rates in banking industry during crisis Year Borrowing Interest ra
164 Source : State Bank of Viet Nam and Viet Nam economy), Approximately . 2000. p. 9.



