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Abstract

In this paper, we test the Japan’s fiscal deficit sustainability, tak-
ing into account the change in interest repayment on the debt.
First, we clarify that Japan’s fiscal deficit is not sustainable before
and after the 2nd World War. Second, we can conclude the fiscal
deficit is not sustainable even if we use net debt outstanding data
rather than gross debt outstanding. Third, our result implies that
the fiscal deficit could be extended if the interest repayment on the
debt was decreased by the monetary easing policy. Under the pre-
sent low interest rate circumstance, we can employ the government

expenditure stimulus to recover from the COVID-19 disaster.

Keywords : fiscal deficit sustainability, tax smoothing, interest re-

payments
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