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In this stud¥, we conducted an empirical analysis of the relationship
between Japan®s public finances and long-term interest rates, overcoming methodological problems
that remain in previous studies. Specifically, we constructed a daily "fiscal sentiment index" using

natural language processing technology on textual information and regressed it on Japan®s
government bond interest rate. As a result, we confirmed that an increase in fiscal sentiment index
significantly raises the JGB interest rate. In addition, we examined the impact of huge risks such
as natural disasters and the existence of home bias on the JGB market. Moreover, as related
research, we conducted (1) research on procyclical fiscal policies and (2) research on the
productivity of social capital and public investment.
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