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On Empirical Investigation of the Relationship between
Deficits, Debt, and Interest Rates: A Survey

B H 18
Keigo Kameda

The purpose of this paper is to review preceding literatures on the relationship between
budget deficits, government debt, and interest rates. The knowledge from this survey is as
follows: (1) After the seminal paper of Plosser (1982), we have many literatures on this
topic. (2) All of the recent studies care for the expectation about future budgetary situation
by using either event studies or published forecasts as a proxy of the market expectations.
(3) Almost all of recent studies are on US economy, and we have only two literatures on
Japanese economy; Nakazato et al. (2003) and Fukuda and Ji (2002). (4) Unfortunately,
these two studies do not seem to utilize the knowledge since Plosser (1982).
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