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		Abstract

		The paper by Faini focuses on the relationship between fiscal policy and interest rates. With reference to the European context, the paper addresses two issues. First, it investigates whether national fiscal policies either affect country specific spreads or the average level of euro-area interests rates. Only in the latter case there are significant externalities on the area from national misbehaviour. Second, it discusses whether this negative externality is likely to be more important for high-debt countries. The empirical analysis shows that while national fiscal policy has a limited impact on spreads, it has a more important impact on the area interest rates. Moreover, lack of fiscal discipline in high debt countries has a stronger impact on interest rates. Nevertheless, the problem is not high debt per se, but high debt together with lack of fiscal discipline. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
	

	
    

    
	

	
	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Faini,  Riccardo, Fiscal Policy and Interest Rates in Europe (April 1, 2004).  Available at SSRN: https://ssrn.com/abstract=2040815 or http://dx.doi.org/10.2139/ssrn.2040815 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Riccardo Faini (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				affiliation not provided to SSRN 

			

			
			
				
				
				
					No Address Available

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      142

			

		
		
		
			Abstract Views

			    3,463

		

		
		 
		
			Rank

			  370,651

		

		
	


	
		
            
            	        9 Citations
		

	

	
		
			
				       27 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    European Economics: Political Economy & Public Economics eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                European Economics: Political Economy & Public Economics eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,115

                                    

                                    
                                        PAPERS

                                           11,455

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Marco Da Rin at Tilburg University, Department of Finance, Francesco Giavazzi at University of Bocconi - Innocenzo Gasparini Institute for Economic Research (IGIER)National Bureau of Economic Research (NBER)

                                    

                                
                            

                        

                    

                
	
                    Econometric Modeling: Macroeconomics eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Econometric Modeling: Macroeconomics eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              648

                                    

                                    
                                        PAPERS

                                           16,469

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Sovereign Risk Premia in the European Government Bond Market

                        
                            By
                                
                                
                                    
                                    Kerstin Bernoth, 
                                    
                                
                                    
                                    JÃ¼rgen Von Hagen, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Sovereign Risk Premia in the European Bond Market

                        
                            By
                                
                                
                                    
                                    Kerstin Bernoth, 
                                    
                                
                                    
                                    Ludger Schuknecht, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Fiscal Policy Events and Interest Rate Swap Spreads: Evidence from the EU

                        
                            By
                                
                                
                                    
                                    AntÃ³nio Afonso
                                     and 
                                
                                    
                                    Rolf Strauch
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            High Yields: The Spread on German Interest Rates

                            
                                By
                                    
                                    
                                        
                                        Carlo A. Favero, 
                                        
                                    
                                        
                                        Francesco Giavazzi, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            High Yields: The Spread on German Interest Rates

                            
                                By
                                    
                                    
                                        
                                        Carlo A. Favero, 
                                        
                                    
                                        
                                        Francesco Giavazzi, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Fiscal Discipline and the Cost of Public Debt Service: Some Estimates for OECD Countries

                            
                                By
                                    
                                    
                                        
                                        Silvia Ardagna, 
                                        
                                    
                                        
                                        Francesco Caselli, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Fiscal Discipline and the Cost of Public Debt Service: Some Estimates for OECD Countries

                            
                                By
                                    
                                    
                                        
                                        Silvia Ardagna, 
                                        
                                    
                                        
                                        Francesco Caselli, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Fiscal Discipline and the Cost of Public Debt Service: Some Estimates for OECD Countries

                            
                                By
                                    
                                    
                                        
                                        Silvia Ardagna, 
                                        
                                    
                                        
                                        Francesco Caselli, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.087 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
