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Abstract
This study aimed at identifying the general concept of Tax in terms
of its characteristics, rules for taking effect, extent of Value added tax
(VAT)'s impact on the economy and investment. It also sought to introduce
the Palestine Securities Exchange (PSE) in terms of goals and conditions
for securities issuance. Furthermore, this study investigated the impact of
Al-Agsa Intifada on the PSE, in addition to the ways of deductions of VAT

on trading activity.

To achieve these goals, the researcher divided the study into three
chapters. One dwelt on the general context of taxes and their impact on the
Palestinian economy, the general concept of taxes, its characteristics and
rules for talking effect in Palestine,. The chapter also looked at the goals of
taxes in general in addition to the goals of the tax system in. The chapter
also dealt with the impact of VAT on the economy, and investment, Then it

dealt with evasion of VAT payment and the disadvantages of VAT.

Chapter two began with a definition of the Palestine Securities
Exchange, and the impact of VAT deductions on trading activity, Then it
looked at the rise of PSE and its goals.. The chapter also introduced
definition of securities, goals of Palestine's Capital Market Authority,
powers of the PSE's Board of Directors, conditions of issuance and offering
of stocks for public subscription Then the chapter dealt with subscription

conditions at PSE and the most important data that are necessary for correct
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securities issuance. The chapter ended with an investigation of the impact
of Al-Agsa Intifada on the performance of the PSE, and VAT deductions,
this tax is imposed on buyer and seller in the transactions of securities

circulation.

Chapter three was devoted to the analysis of data collected in a
questionnaire distributed among the sample of the study. The data were
coded, fed into the computer and processed statistically using SPSS.
Responses of the subjects of the study were sorted out. The Chapter

Concluded with analysis and discussion of the study results.

After data analysis, it was found that there were statistically
significant differences, concerning the impact of VAT on trading activity
and investment at the PSE, which are attributed of knowledge variable.
That i1s, a 14.5% VAT is deducted on commissions collected from
transactions. It was found that the category (group) which had knowledge
tended to agree more on the presence of an impact for VAT on the trading
and investment activity at the ASE than the category (group) which had no
knowledge. This can be attributed to absence of tax awareness among
taxpayers. It was also found that there were statistically significant
differences, concerning the imposition of VAT on trading commissions on
both buyers and sellers. This VAT was seen as a burden on both of them.
When looking at the distribution of frequency of responses of the
categories to the study question, it was found that there was a significant
agreement, by the subjects of the study, that the imposition of VAT on
trading commission on both buyers and sellers, was a burden on them and

that the VAT negatively affected the volume of trading at the PSE. There
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was also a significant agreement, among the sample, that the VAT affected

the investment and trading activity at the PSE.

In the light of these findings, the researcher recommends the
reduction of VAT on trading commission to encourage investment at the
PSE. She also suggests educating the public and taxpayers involved in the
PSE. She also calls for fighting tax evasion, increasing production of
pamphlets targeting investors at PSE particularly when it comes to tax on

trading commission and its calculation.
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