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Abstract
Based on estate tax returns from 2001 to 2015 and using the estate multiplier method to
blow up the sample of decedents to represent the number of livings, this paper analyzes
wealth inequality and wealth composition in Taiwan. The results suggest that the degree
of wealth inequality has gradually increased in recent years, in accordance with the
observation that financial assets became more concentrated in the rich. In addition, the
concentration of wealth and the resulting inequality is not only between the rich and the
poor, it also happens within the group of the rich. On the other hand, in wealth
composition, the results suggest the tendency of holding more financial assets as
opposed to real estates and other non-financial assets. One of the possible explanations
is that the decreasing effective tax rate of the estate tax reduces incentives to hold real
estates for tax benefits. Despite the increasing in the proportion of financial assets, land

is still the major choice of property holdings as measured by the ratio of wealth.

The second part of the study uses regression analyses to explore the relationship
between the effective tax rate (of the estate tax) and the composition of wealth. Results
show that the estate tax effective rate is positively correlated with the ratio of land to
total wealth, and negatively correlated with the ratio of deposit and investment. These
results represent that when facing a higher tax burden, individuals tend to take
advantage of the undervaluing of land in the current tax system to obtain tax benefits.
This adds to existing evidence that tax distorts individuals’ choice of asset types, and

affects individuals’ decisions on asset allocation.
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