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Can Interest Tax Imposition Stimulates Inhabits’ Consumption?
—— The Evidence from China

ZHANG Ying-Wu, LIN Huan-Wei, LI Chong-Le, ZHU Dai-Guo
(Center for Studies of Hong Kong, Macao and Pearl River Delta Zhongshan University

Guangdong, Guangzhou 510275 )

Abstract: In the last years of 20th century, aims at stimulate consumption and capital investment, as well as

control the rapid-rising inhabitants’ deposits, China has continuously lowered deposits and loan interest rate

for seven times. Subsequently, China began to levy interest rate for the former policy had initiated little

response. In that case, what will be the effects of the highly expected interest rate policy? By analyzing the

monthly data from 1998 to 2004, the paper found out: (1) Although the interest rate policy exerts influence on

stimulating the inhabitants’ consumption, such an influence is rather minor; while the influence on consumption

by income is significant. (2) Levy interest rate didn’t succeed to restrain the rising-trend inhabitants’ deposits,

and inhabitants’ monthly increase deposits kept steady on the whole.

Key words: interest tax; substitute effect; income effect; consumption; saving



