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Financial Intermediation, Interest Tax Policy
and Economic Growth

Ping Wang Yeong-yuh Chiang Been-lon Chen
Department of Economics Dept. of Money and Banking Institute of Economics
Vanderbilt Universities National Chengchi University Academia Sinica
ABSTRACT

This paper develops an overlapping generations model within an
active financial sector to differentiate loan from deposit rates. We
evaluate the macroeconomic consequences of two interest tax policies,
an increase in the interest tax exemption, and a reduction in the interest
income tax rate. Both interest tax policies tend to increase the deposit
and loan rates and lower the ratio of physical capital to human capital.
The growth effect of both policies is ambiguous due to the negative
direct effect and positive indirect effect on the accumulation of human
capital.

Key Words: Interest Tax Policy, Financial Intermediation, growth





