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In this study, we studied the consumption tax rate under low interest rates
using an incomplete market model that can reproduce the current low-interest-rate environment. When
the parameters of the model were estimated to be consistent with the Japanese data, the consumption
tax rate in the incomplete market model was found to be higher than that in the complete market
model. This is because, although the interest rate is lower in the incomplete model due to excess
savings, in order to save excessively, consumption must be reduced and put into savings, resulting
in a lower taxable amount subject to consumption tax.
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