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In this dissertation, we first conduct an empirical analysis on Japan's saving rate and demographics and derive the

implication that we no longer expect continued capital accumulation in Japanese economy in Chapter 2.

There are plentiful existing literatures for the Japanese saving rate (Hayashi (1986), Horioka (1990), etc.), and
recent studies on consumption and income shifted their focus to behavior of individuals with heterogeneity.
Consistent with this development, recent significant contributions of empirical studies are made employing

micro-data (Kohara et al. (2002), Hori and Shimizutani (2006), Murata (2003), Kohara and Horioka (2006)).

However, a recent sharp decline in the saving rate finds us necessary to clarify the background from a time series
perspective. Other than studies with micro-data, studies with macro time-series data continuously provide evidences
that demographic factor affects the saving rate and this also motivates us to revisit it with additional specification
(Kim and Lee (2008), IMF (2004)).

Against this backdrop, we attempt to provide new findings with time-series data that will complement outcome of
other prior studies. With our original arrangements in methodology, we reconfirm the evidence that demographic

dynamics affected continued decline in Japan's saving rate.

The demographic change has a persistent effect on the economy, and we expect a low saving rate and slow pace of
capital accumulation in future. Given the fact that we will face difficulty in capital accumulation, we need to invest

the limited capital efficiently to produce added value.
Chapter 3 conducted an analysis on one example of efficient investment of capital. We explored behaviors of
Japanese retail traders in foreign exchange market and obtained implication that they contributed to decrease

volatility and even provide market efficiency.

Friedman (1953) pointed out that irrational investors destabilize prices by buying assets when their prices rise and

selling them when prices fall. Rational speculators in contrast buy assets when prices are low and sell them when
prices are high stabilize asset prices and promote them back to fundamentals. Based on this argument, numerous
studies examined whether investors behave as stabilizer (contrarian trader) or destabilizer (momentum trader) in
financial market (DeLong et al. (1990), etc.). Following the existing literature, our study applies the common
framework to Japanese retail traders in the foreign exchange market. Analytical tool we use is a well-established

technique following Grinblatt et al. (1995), Curcuru et al. (2011), and others.

We consequently find the evidence which implies that Japanese retail traders contribute to decrease excessive price
movement. Considering returns of interest differential, in contrast, they seem to act as momentum traders. This is
consistent with observation that Japanese retail traders search for carry trades. However, they act as momentum
traders not all the time, contrary to general expectations. They buy past winners and also sell past winners and
consequently gain profit by trading the most volatile currency in the preceding period. This implies that their

search for yield activity does not always destabilize the exchange rate.

Another contribution of our study is we present the first attempt to explore retail traders behavior, which newly

available data enable us to achieve.

Chapter 4 extends our focus to risks in financial markets where banking systems are developed globally and new

risks arise in financial intermediation.

Kaminsky and Reinhart (2000} and Van Rijckeghem and Weder (2003) provided evidence that bank fending
channel induced transmission of currency crises in emerging markets.

However, the focus of the existing studies has been on whether a specific banking system increases their asset on
another country, and these studies do not directly deal with parallel changes of assets which we observe with recent
data. We set a specification where the average growth of banks' assets is determined by bank linkage variables and
country-specific variables. This enables us to directly examine comovement of assets in the boom and the bust

associated with the current financial turmoil.

We find an evidence that bank linkages contribute to comovement of assets in the recent financial erisis. The effect
is particularly large during the contraction period, as banks decreased their foreign investments simultaneously
when they faced withdrawal of funding from common fenders. We thus confirm an evidence that *common lender
effect” affected parallel changes of assets during recent financial crisis and the result is consistent with discussions
in the existing contagion literature (Van Rijckeghem and Weder (2003)). Additionally, we find different features
between claims on developed countries and on emerging countries. Bank linkages are effective for investment in
developed countries than those in emerging countries. Our contribution to understand risks in financial

intermediation mechanism is marginal, but can be considered to be a scratch to future research.
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