
JOURNAL ARTICLE

Tax Planning, Regulatory Capital Planning, and
Financial Reporting Strategy for Commercial
Banks 

The Review of Financial Studies, Volume 3, Issue 4, October 1990, Pages 625–650,
https://doi.org/10.1093/rfs/3.4.625
Published:  30 April 2015

Sign in Get help with access

Personal account

Sign in with email/username &
password

Get email alerts

Institutional access

Sign in through your
institution

Get access 

Myron S. Scholes , G. Peter Wilson , Mark A. Wolfson

Abstract

Oxford University Press

Issue Section:  Article

Collection:  SFS Journals

You do not currently have access to this article.

We test whether banks’ investment and �nancing policies can be

explained by tax status. We document changes in bank holdings of

municipal bonds in response to changes in tax rules relating to

deductibility of interest expense. We also document an association

between banks’ marginal tax rates and their investment and �nancing

decisions, which is consistent with the existence of tax clienteles.

However, banks do not sort themselves perfectly into investment and

�nancing clienteles because of adjustment costs. We posit speci�c types

of transaction-cost impediments to tax planning, and document that

banks apparently trade off these costs against tax-planning bene�ts.
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