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Abstract: Frictions in financial market plays an important role in explaining the macroeconomic
fluctuations. This paper compares two different financial frictions —external finance premium and
collateral constraint, by introducing them into DSGE models. Result of Bayesian model comparison
shows that, collateral constraint model is more in line with Chinese data than external finance
premium model, because there is credit control in macroeconomy and credit ration in
microeconomy in China credit market. In addition, we analyze the impacts on macroeconomic
fluctuations of these two financial frictions by using impulse response analysis and variance
decomposition.
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Abstract: Based on the wealth distribution of China in 2010, the paper estimates the
characteristics of inheritance and its impact on inequality, then checks the redistribution effects of
different inheritance taxations. The Monte Carlo simulations are used in this paper, where the
wealth distribution, the family structure, and the different human mortality are considered. The
paper finds that the bequests account for about 68% of the initial wealth, and the proportion is
about 22% for the intergenerational transfers. But when compared with the whole social wealth, the
rate is only 0.43%. This article also finds that whether there is equalization effect of heritage
transfer depends on the death distribution and household ’ s characteristics. Finally, the
redistribution effect of inheritance taxation is not effective if the government only levies taxes but
does not transfer the tax revenue to the poor people.
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