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Taxes and the Fisher Effect: A Clarifying Analysis 

JAMES A. MILES* 

ABSTRACT 

Supply and demand functions for loanable funds are postulated for a no-inflation 
economy and equilibrium levels of saving, investment, and the interest rate are specified. 
Certainty and nondepreciating assets are assumed. An exogenous inflation rate is 
imposed upon this same economy and new equilibrium values for these same variables 
are established. The analysis is performed twice. The first time, a Modigliani-Miller [17] 
tax structure is assumed while the second analysis assumes a Miller-Scholes [15] tax 
structure. In both cases, inflation causes the nominal rate to increase by more than the 
inflation rate. The analysis is repeated assuming that investments live for one period 
and are then written off against taxable income at historical cost.In both tax structures, 
the level of saving and investment is a decreasing function of the inflation rate. 

THE IMPACT OF INFLATION upon certain economic variables such as aggregate 
savings and investment and interest rates has been a topic of great interest not 
only in the recent finance literature but to the general public. Most researchers 
agree that with perfect markets, inflation should not change any of the real 
economic variables. However, one major imperfection that must be included in 
the analysis is the existence of taxes. An imperfectly indexed tax system may 
cause inflation to affect real economic variables. In this paper, a model is 
constructed to assess the impact of taxes and inflation upon the interest rate, 
aggregate saving, and aggregate investment. 

Feldstein, Green, and Sheshinski [7] analyze the relationship between the 
inflation rate and rates of return on debt and equity securities assuming a uniform 
personal tax rate on both interest and dividend income, a uniform tax rate on 
inflation-induced capital gains, and a corporate tax on after-interest income. They 
assume that the weighted average cost of capital (WACC) is a convex function of 
the debt to equity ratio and that firms make their financing decisions to minimize 
the WACC. These assumptions are not consistent with modern capital structure 
theory. If debt and dividend income are taxed identically at the personal level, 
the tax deductibility of interest at the corporate level makes debt the preferred 
financing tool. In contrast to the work of Feldstein, Green, and Sheshinski [7], a 
series of articles in this journal by Gandolfi [9], Jaffe [11], and Cross [3] begins by 
assuming a particular relationship between the nominal interest rate and the 
inflation rate. Specifically, they assume the nominal rate equals the real marginal 
rate of return on investment in the absence of taxes plus the inflation rate. With 
this assumption, a tax structure similar to that assumed by Feldstein, Green, and 

* The Pennsylvania State University. I am grateful for the comments and suggestions of Charles 
Nelson of the University of Washington and the Finance Workshop at Penn State. This research was 
completed while the author was at the University of Georgia. 
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Sheshinski [7], and assuming nondepreciating machines, the economy's level of 
saving and investment is shown to be an increasing function of the inflation rate. 
The analysis of Gandolfi [9], Jaffee [11], and Cross [3] lacks behavioral content 
in that their results follow directly from their assumed relationship between the 
nominal rate and the inflation rate. 

The U.S. Tax code is so complex that simplifying assumptions are required to 
analyze its effects. Two different simplifications of the tax code are common in 
the corporate finance literature. The Modigliani and Miller [MM] tax system 
assumes no personal tax biases so that for a given individual, the personal tax 
rate on equity income and the personal tax rate on interest income are equal. 
Modigliani and Miller [17] proved that with this personal tax system, the tax 
deductibility of interest at the corporate level makes debt the preferred method 
of financing. The Miller and Scholes [MS] tax system assumes that equity income 
is not taxed at the personal level while interest income is taxed at the recipient's 
marginal tax rate. Although dividends are ostensibly taxed as ordinary income at 
the personal level, Miller and Scholes [15] argue that investors can legally avoid 
tax on dividends and reduce the tax rate on equity income to (almost) zero. Miller 
[14] has shown that the MS tax system implies that shareholders are indifferent 
as to the choice between debt and equity finance.' 

In this paper, supply and demand functions for loanable funds are postulated 
for a no-inflation economy and equilibrium levels of saving, investment, and the 
interest rate are specified. Then an exogenous inflation rate is imposed upon this 
same economy and new equilibrium values for these same variables are estab- 
lished.2 The analysis is performed assuming both an MM tax structure and an 
MS tax structure. Although other papers have appeared addressing the interactive 
effects of taxes and inflation, this paper is distinguished from them because it 
allows for possibly different tax rates for different individuals and incorporates 
modern capital structure theory. 

I. The Model 

There are N savers ordered according to their personal tax rates. For each 
individual, saving is a strictly increasing function of the real aftertax rate of 
return so that 

sj =f j) dry 

where rj is the saver's real aftertax rate of return.3 Total saving for the economy 

' The empirical evidence on the Miller-Scholes position is mixed. If the tax rate on equity income 
is zero percent, dividend policy should be irrelevant. If dividends are taxed at a higher rate than 

capital gains, high-dividend-payout firms must offer a higher pretax return to compensate for their 

tax disadvantage. The Black and Scholes [1] study indicates that pretax rate of return is not 

dependent upon payout ratio whereas the Litzenberger and Ramaswamy [12] study concludes that 
high-payout shares do offer higher pretax returns. 

2 This approach is used to avoid any needless discussions as to the correct definition of "the real 
interest rate." In this paper, no mention is made of the real rate. 

3 The effect of an increase in the real interest rate is the sum of a substitution and an income effect. 

The price of future consumption relative to current consumption is lower and wealth (the present 

value of future income) is also lower. We assume that the substitution effect dominates the income 

effect implying that savings is an increasing function of the real rate for each consumer. 
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is denoted by S and 

S=EN 
N 

Note that S cannot be specified as a function of a single real aftertax rate of 
return since tax rates vary across savers. All investment proposals are for 
nondepreciating assets yielding level perpetuities in real terms.4 Aggregate in- 
vestment is assumed to be a strictly decreasing function of the required return on 
investment: 

dI 
I=g(k) <O 

where I is aggregate investment and k is the hurdle rate. It is assumed that any 
capital gain on the investment good is untaxed and that no aftertax cash flow is 
retained by the firm. 

II. The Analysis 

Case 1: The personal tax rate on dividend income equals the personal tax rate 
on debt income for each saver. 

Let r be the equilibrium corporate bond rate in a no-inflation economy. In the 
absence of personal tax biases, after-corporate-tax income is valued independently 
of its classification as debt or equity income so that the corporate bond rate (r) 
should be used to discount all after-corporate-tax cash flows. 

Consider an investment of $1 offering a perpetual return of $M. If this 
investment were financed with equity capital, its net present value would be 

NPV=>7 M(1-TC) 
t=1 (1 + r)t 

However, in view of the corporate income tax deduction for interest and the lack 
of tax biases at the personal level, equity financing is always inferior to debt 
financing and the net present value formulation must be adjusted by adding the 
present value of the tax deductions on interest payments. There are two widely- 
recognized methods for adjusting the net present value formulation so that the 
benefits of debt financing (in an MM tax world) are recognized. The direct 
approach is to explicitly itemize each annual tax savings from interest payments 
and then discount these tax savings at the prevailing interest rate.5 An alternative 
is to discount the investment opportunity's unlevered cash flow (i.e. the cash flow 
provided in the absence of debt financing) at the rate r(1 - Tc).6 Since all projects 
would be debt financed in the absence of personal tax biases, the net present 

4 The tax implications of existing depreciation tax laws have been developed elsewhere. See Nelson 
[20]. 

5 The direct approach of explicitly specifying the interest tax savings and discounting them at the 
firm's cost of debt is called the adjusted present value (APV) method and was developed by Myers 
[18]. A textbook discussion of APV can be found in Brealey and Myers [2]. 

6A proof that discounting the unlevered cash flows at r(1 - TC) wil correctly adjust for the tax 
advantage of debt financing in the absence of personal tax biases is developed by Myers, Dill, and 
Bautista [19]. 



70 The Journal of Finance 

value formulation can be written as 

NPV=Z M(1-T) -1 
t=1 (1 + r(1 -Tc))t 

Let M? be the rate of return on the marginal investment when the inflation 
rate is equal to zero. Then 

NPV= M0 [+(1-TC) 1 = 0 (1) 

Solving Equation (1) for MO yields 

MO = r (2) 

so that the marginal pretax return on investment equals the equilibrium corporate 
bond rate. 

Let M' represent the real return on the last dollar of investment in the same 
economy when the inflation rate is 7, and let i denote the nominal corporate 
bond rate. Then 

NPV= = M"(1 - 
Ti(l )(1 +)t - 1= (3) 

or solving for M', 

M= (1+ 
- Tc) (4) 

Equation (4) specifies the real marginal pretax return on investment in the with- 
inflation economy. 

Define the nominal interest rate 0C(7) by 

ic(,) = r + 7r + (5) 

Then it follows from Equation (4) that if i = iC(?T), 

M = r 

or, recalling Equation (2), 

M = MO (6) 

Equation (6) says that the dollar of investment which was at the investment 
margin in the no-inflationary economy is still at the investment margin with an 
exogenous inflation rate of S provided the nominal rate is given by ic( T). 
Therefore, if i = iC(7), aggregate investment is not altered by the inflation. 

The assumption that i = iC(7) will be satisfied only if iC(S7) is such that 
aggregate savings are independent of the rate of inflation. Otherwise, savings will 
not equal investment when there is inflation. 

The aftertax real return for the jth saver when the inflation rate is S is 

X il+A)-7 
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where Aj is the saver's personal tax rate. Equation (7) says each saver receives a 
nominal interest payment of i per dollar invested and this return is fully taxed at 
the rate of Aj. Then X dollars is subtracted and set aside to preserve the purchasing 
power of the original investment of one dollar. The remainder is divided by 1 + 
ST to convert next years payoff to current dollars. 

Assume initially that all savers have the same personal tax rate of A(i.e. Aj = A 
for 1 c j c N). This assumption has been widely used in the literature and its 
implications should be scrutinized.7 Define ix(7T) by 

iA(,g) = r + gr + _A 'TX(8) 

If i = ij(7T), it follows from Equations (7) and (8) that 

rJ =r(1-A) V (9) 

so that the real aftertax return to savers in the with-inflation economy is the 
same as their aftertax return in the no-inflation economy. Therefore, the aggregate 
level of savings remains unchanged with inflation if the nominal interest rate 
varies with inflation according to (8). 

The following statements should now be obvious for the special case of a 
uniform tax rate: 

(1) The nominal rate i will be between the values specified in Equations (5) 
and (8). If A > Tc, ix() > i > iC(7) while if A < Tc, ix(7T) < i < ic(v,). 

Proof: If X > Tc and i = iXQnj, then savers would supply the same quantity of 
funds that they were willing to supply in the no-inflation economy. However, A 
> T, implies ix(7T) > PC(O) so that i = ix(,) would cause firms to want to invest 
less than in the no-inflation economy. Remember that i = iC(7T) brought the same 
demand for investment funds as with no-inflation so that i = i'(7n) must bring a 
smaller demand. If i = i(XQ), supply of funds exceeds demand and i must fall. If 
i = 0(0 similar reasoning indicates that i must rise. Therefore, i must be between 
iC(g) and iA(v7). The same kind of argument applies when A < Tc. 

(2) If X > T^, the level of savings and investment is smaller in the with-inflation 
economy than in the no-inflation economy.8 

Proof: From above, since A > Te, ix(T) > i > iC(7). Since iX(7T) > i, we have less 
saving and i > jC(0) means less investment. 

(3) If A < Tc, the level of savings and investment is larger in the with-inflation 
economy than in the no-inflation economy. 

Proof: Similar to Statement 2 above. 
(4) If A = Tc, the level of savings in the no-inflation economy is the same as 

the level of savings in the with-inflation economy. 

Proof: Obvious. 

7Gandolfi [9], Jaffe [11], and Cross [3] published a sequence of articles in this journal assuming 
this same tax scenario. However, their results are contraindicated by the analysis provided here. 

8 This result refutes Jaffe's claim that inflation stimulates debt-financed investment due to the tax- 
deductibility of the entire nominal interest payment. See Jaffe [11]. Cross [9] builds upon Jaffe's 
work. 



72 The Journal of Finance 

For the more general case, assume A/i Aj for i < j. As shown previously, 
Equation (7) specifies the real aftertax return for the h saver. Suppose the 
nominal rate is as shown in Equation (5). This value for the nominal rate 
maintains investment in the with-inflation economy at the same level as in the 
no-inflation economy. Substituting the right-hand side of (5) for i in Equation (7) 
yields 

rj = r(1 - j) + + )( Tc) (10) 

Equation (10) shows that a single corporate bond rate cannot provide each saver 
with the same real aftertax return in the with-inflation economy as in the no- 
inflation economy when the personal tax rates are nonuniform. For investors with 
personal tax rates higher than Tc, the nominal interest rate iC(7) leads to a lower 
real aftertax return than these investors would receive in the no-inflation econ- 
omy. Therefore, investors having vj > Tc would reduce their aggregate saving. 
Similarly, investors having kj < Tc would be willing to save more given the 
nominal rate jC(7). If the reduction in savings by the one group is exactly offset 
by the increased savings of the other group, then iC(v7)is the equilibrating rate 
and the level of savings and investment is the same in the with-inflation economy 
as in the no-inflation economy. Any deviation of actual nominal rates from iC(7T) 

depends upon the quantifiable issues relating to the elasticities of the supply and 
demand functions for loanable funds and is best left to empirical analysis. 

Case 2: The jth saver pays tax at the rate of Xj on interest income but pays no 
tax on equity income. 

Given the tax deductibility of corporate interest payments, the net present 
value of a perpetual bond issue of one dollar in the no-inflation economy is 

NPV= 1 - rb(l- Tc) 
re 

where rb is now the bond rate and re is the discount rate applicable to equity cash 
flows. The aftertax interest payments are discounted at re since they would have 
accrued to the shareholders tax-free. With personal tax biases, debt-related cash 
flows are valued differently from equity-related cash flows. 

For debt and equity to be equally attractive alternatives, the NPV of debt 
issues must be zero. Setting the above NPV specification equal to zero implies 

re = rb(l - TC) (11) 

This equilibrium relationship for the tax scenario in Case 2 was first derived by 
Miller [13]. In the with-inflation economy, 

ie = ib(l - Tc) (12) 

where ie is the nominal pretax return on equity and ib is the nominal pretax return 
on debt. 

In Case 2 where certainty is assumed, each saver with a tax rate less than Tc 
will invest in bonds while savers with tax rates greater than Tc will invest in 
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equity. Given the equilibrium relationship shown above between re and rb, the 
choice between investing in equity and debt is similar to the choice between 
municipal and corporate debt. 

The net present value of an equity-financed investment of $1 in the no-inflation 
economy is 

NPV=E1( (M)(1 - Tc) -1 (13) = (1+ re)t 

whereas if all-debt financing is employed 

t=i [1 + rb(1- T)]t-1 (14) 

Since re equals rb(l- Tc), net present value is the same with all-debt financing 
as with all-equity financing. 

For the marginal one dollar investment in the no-inflation economy, 

NPV=>7 M0(1-Tc) 1=0 
t=1 (1 + rb(l -TM t 

or 

MO = rb (15) 

no matter how the investment is financed. The use of rb(l -Tc) as a discount 
factor here need not imply all-debt financing. Since rb(l - Tc) = re (see Equation 
(11), either rb(l - TC), re, or some weighted average of the two could be used to 

compute present values regardless of the desired financing plan. 
In the with-inflation economy, the marginal one dollar of investment satisfies 

NPV ~M(1 - TC) (1 + ~7t 
NPV= St1[1+ib(1-TC)]t -1 = 0 

or 

m T=b(l 
- Tc) -16 

(1- TC)( + 7) (16) 

Here, discounting is performed at the aftertax nominal corporate bond rate of 

ib(l - Tc). The nominal required rate of return on equity is ib(l - Tc). Just as in 
Case 1, the nominal rate which keeps investment in the with-inflation economy 
at the same level as in the no-inflation economy can be specified as 

iC(,) = rb + 7Trb + (1- TC) 
(17) 

If ib = jC( T), savers with tax rates greater than TC have the same real aftertax 

return in the with-inflation economy as in the no-inflation economy. To see this, 
note that these savers will prefer to invest in equity (which is tax-free) so that 

their real after-tax return is 

le - 7S 
r +l= 
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Equation (12) says ie = ib(l - TC) and substituting this value for ie in the 
proceeding equation yields 

ib(l-Tc)-7T 
rl = 

(l+) 

If ib = ic(7), then substitution of the right-hand side of (17) for ib above yields 

rj1 = rb(l - Tc) (18) 

Equation (18) shows that the real (aftertax) return on equity in the with-inflation 
economy is the same as in the no-inflation economy. Therefore, each saver with 
a tax rate greater than Tc is willing to supply the same quanity of savings in the 
with-inflation economy as in the no-inflation economy provided the nominal rate 
is jC('7) 

The rate specified in (17) maintains the same level of investment in the with- 
inflation economy as in the no-inflation economy. That rate also causes equity 
investors to supply the same quantity of savings in both economies. If the rate in 
(17) causes the "low-tax-rate" bondholders to supply the same quantity of funds 
in both economies, then it is the equilibrating rate. It should be obvious, however, 
that the rate in (17) causes bondholders to supply more funds in the with-inflation 
economy than in the no-inflation economy. 

If Aj < Tc, the jth saver's real after-tax return is 

X_ib(l Xj) - 7 
17= 

+ 

or, substituting the right-hand side of (17) for ib, 

rj,7 = rb(l - AJ) + (1 T 
)[ T-? /1 (19) 

Equation (19) shows that bondholders (i.e. savers with a tax rate less than Tc) 
will find their real aftertax return increased if ib = iC(7). These bondholders will 
want to supply more savings in the with-inflation economy than they were willing 
to supply in the no-inflation economy. Since equity savers supply the same 
quantity of funds and firms demand the same quantity of funds, supply exceeds 
demand and the rate specified in (17) is "too high." 

The lower bound to ib is 
i L( q) = rb + qrb + 7 (20) 

Clearly, the rate specified in (20) is too low. With ib = iL(7), investment is higher 
and savings (for every saver with a positive personal tax rate) will be lower in the 
with-inflation economy than in the no-inflation economy. Consequently, 

iL(ST) < ib < ic(ST) 

where ic(?T) and iL(?T) are the rates specified in (17) and (20) respectively. 

III. The Analysis Assuming Single Period Investments and Historical 
Cost Depreciation 

A crucial element in both cases is that the capital investment yields a perpetuity 
and is never subject to depreciation. Here, we consider the polar case of a capital 
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good which lives for one period and is then fully written off against taxable 
income at historical cost. Let M? be the return on the last dollar invested in the 
no-inflation economy. The end-of-period cash flow from that investment is 1 + 
M? before taxes and 

NP-(1 +MO)(1- TC) + TC 
1+rb(1-T)) -1=0 

Solving for MO yields 

M?= rb 

In the with-inflation economy, the last dollar of investment satisfies 

NPV= (1 + M)1+7r)+ 77(1- TC) + Tc-1=0 
1 +ib(1lTc) 

or, solving for M', 

M tb-7T (21) 
1 + S 

Suppose for the moment that 

ib= rb + Trb + 7T (22) 

Then M" equals MO and the nominal rate in Equation (22) will cause the level of 
investment in the with-inflation economy to equal the level of investmiient in the 
no-inflation economy. The rate specified in Equation (22) will provide every 
investor with a lower aftertax real return than was available in the no-inflation 
economy so it cannot be the equilibrium rate. Desired investment exceeds savings 
implying the rate specified by (22) is a lower bound. The upper bound in an MM 
tax system is 

ib= rbNI + 7Trb + T 

1 - AN 

where AN is the highest personal tax rate in the economy and the upper bound in 
an MS tax system is 

ib= rb + 7Trb +1T 

In either tax system, the level of investment is diminished by inflation when 
historical cost depreciation is assumed. 

IV. Summary 

This paper analyzes the interaction of taxes and inflation in both a Modigliani- 
Miller world and a Miller-Scholes world. Both tax structures permit nonuniform 
personal tax rates. The special case of an MM tax system and a uniform personal 
tax rate was examined here only to clarify previous articles appearing in the 
Journal of Finance. Specifically, Jaffe [11] concluded that a uniform personal 
tax rate and an MM tax structure imply that the economy's level of investment 
is an increasing function of the inflation rate. Cross [3] builds upon Jaffe's work. 
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However, the analysis in this paper shows that investment is an increasing 
function of the inflation rate only when the (uniform) personal tax rate is less 
than the corporate tax rate. It is shown here that if the personal tax rate exceeds 
the corporate tax rate, then investment is a decreasing function of the inflation 
rate. This paper generalizes previous work dealing with the interaction of taxes 
and inflation by permitting a nonuniform personal tax structure. For the nonuni- 
form personal tax system, the relationship between the level of investment and 
the inflation rate cannot be determined, a priori, assuming an MM tax structure. 

The analysis employing the Miller-Scholes tax structure permitted both debt 
and equity finance. Here, the results were unambiguous when abstracting from 
the impact of depreciation tax laws. Investment is shown to be an increasing 
function of the inflation rate. When we assume capital goods live for one period 
and are then fully written off against taxable income at historical cost, investment 
is shown to be a decreasing function of the inflation rate under both tax structures. 
Clearly, the tax systems employed in this paper lie at the extremes with respect 
to the issue of personal tax biases and improvements in "tax-system-modeling" 
should be the goal of future research in this area. 

REFERENCES 

1. Fischer Black and Myron S. Scholes. "The Effects of Dividend Yield and Dividend Policy on 
Common Stock Prices and Returns." Journal of Financial Economics 1 (May 1974), 1-22. 

2. Richard Brealey and Stewart Myers. Principles of Corporate Finance. McGraw-Hill Book 
Company, 1981. 

3. Stephen M. Cross. "A Note on Inflation, Taxation and Investment Returns." Journal of Finance 
35 (May 1980), 177-80. 

4. Harry De Angelo and Ronald W. Masulis. "Optimal Capital Structure Under Corporate and 
Personal Taxation." Journal of Financial Economics 8 (March 1980), 3-29. 

5. ___ . "Leverage and Dividend Irrelevancy Under Corporate and Personal Taxation." Journal 
of Finance 35 (May 1980), 453-65. 

6. Martin Feldstein. "Inflation, Taxes and the Rate of Interest: A Theoretical Analysis." American 
Economic Review 66 (December 1976), 809-20. 

7. __ and Jerry Green. "Inflation and Taxes in a Growing Economy with Debt and Equity 
Finance." (Appendix by Allan Auerbach). Journal of Political Economy 86 (April 1978), Part 
II, S53-S70. 

8. Milton Friedman. "How to Save the Housing Industry." Newsweek (26 May 1980). 
9. Arthur E. Gandolfi. "Taxation and the Fisher Effect." Journal of Finance 31 (December 1976), 

1375-86. 
10. Charles W. Haley and Lawrence D. Schall. The Theory of Financial Decisions. McGraw-Hill 

Book Company, 1979. 
11. Jeffrey F. Jaffe. "A Note on Taxation and Investment." Journal of Finance 33 (December 1978), 

1439-45. 
12. Robert H. Litzenberger and Krishna Ramaswamy. "The Effect of Personal Taxes and Dividends 

on Capital Asset Prices." Journal of Financial Economics 7 (June 1979), 163-95. 
13. Merton H. Miller. "Debt and Taxes." Journal of Finance 32 (May 1977), 261-76. 
14. _ _ and Franco Modigliani. "Some Estimates of the Cost of Capital to the Electric Utility 

Industry: 1954-57." American Economic Review 56 (June 1966), 333-91. 
15. ___ and Myron S. Scholes. "Dividends and Taxes." Journal of Financial Economics 6 

(December 1978), 333-64. 
16. Franco Modigliani and Merton H. Miller. "The Cost of Capital, Corporation Finance and the 

Theory of Investment." American Economic Review 48 (June 1958), 261-97. 



Taxes and the Fisher Effect 77 

17. . "Corporate Income Taxes and the Cost of Capital: A Correction." American Economic 
Review 53 (June 1963), 433-43. 

18. Stewart C. Myers. "Interactions of Corporate Financing and Investment Decisions-Implications 
for Capital Budgeting." Journal of Finance 29 (March 1974), 1-25. 

19. , D. A. Dill, and A. J. Bautista. "Valuation of Financial Lease Contracts." Journal of 
Finance 31 (June 1976), 799-819. 

20. Charles Nelson. "Inflation and Capital Budgeting." Journal of Finance 31 (June 1976), 923-31. 


	Article Contents
	p. 67
	p. 68
	p. 69
	p. 70
	p. 71
	p. 72
	p. 73
	p. 74
	p. 75
	p. 76
	p. 77

	Issue Table of Contents
	The Journal of Finance, Vol. 38, No. 1 (Mar., 1983), pp. 1-282
	Front Matter
	The Fiscal and Monetary Linkage Between Stock Returns and Inflation [pp.  1 - 33]
	The Relation Between Stock Prices and Inflationary Expectations: The International Evidence [pp.  35 - 48]
	Stock Market Returns and Inflation: Evidence from Other Countries [pp.  49 - 65]
	Taxes and the Fisher Effect: A Clarifying Analysis [pp.  67 - 77]
	Economic Evaluation of Voting Power of Common Stock [pp.  79 - 93]
	Estimating the Tax Advantage of Corporate Debt [pp.  95 - 105]
	The Impact of Capital Structure Change on Firm Value: Some Estimates [pp.  107 - 126]
	A Dynamic Theory of the Banking Firm [pp.  127 - 140]
	Interest Rate Uncertainty and the Financial Intermediary's Choice of Exposure [pp.  141 - 147]
	A Capital Budgeting Analysis of Life Insurance Costs in the United States: 1950-1979 [pp.  149 - 170]
	Year-End Tax-Induced Sales and Stock Market Seasonality [pp.  171 - 185]
	Stock Prices and Financial Analysts' Recommendations [pp.  187 - 204]
	Constant Absolute Risk Aversion Preferences and Constant Equilibrium Interest Rates [pp.  205 - 212]
	Displaced Diffusion Option Pricing [pp.  213 - 217]
	The Optimal Pricing Policy of a Monopolistic Marketmaker in the Equity Market [pp.  218 - 231]
	Notes
	J. M. Keynes's Investment Performance: A Note [pp.  232 - 235]
	A Bayesian Approach to the Optimal Growth Period Problem: A Note [pp.  237 - 246]
	Ex-Date Stock Price Adjustment to Stock Dividends: A Note [pp.  247 - 255]

	Comments and Reply
	Testing an Aggressive Investment Strategy Using Value Line Ranks: A Comment [p.  257]
	Testing an Aggressive Investment Strategy Using Value Line Ranks: A Comment [pp.  259 - 262]
	Testing and Aggressive Investment Strategy Using Value Line Ranks: A Reply [pp.  263 - 270]

	Book Reviews
	untitled [pp.  271 - 273]
	untitled [pp.  273 - 275]
	untitled [pp.  275 - 277]
	untitled [pp.  277 - 278]
	untitled [pp.  278 - 280]
	untitled [pp.  280 - 281]

	Miscellanea [p.  282]
	Back Matter



