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The objectives of this research projects are two-fold. The first objective
is to examine the impact of demographic changes on the domestic macroeconomy and international
capital flows. We employed an overlapping generations model incorporating investment adjustment
costs to explore the relationship of a change in population structures with asset price and return.
Furthermore, we attempted to clarify the impact of the lower growth of productive population on
international capital movements and interest receipts from abroad. Second objective is to
investigate profitability of net external assets. We particularly focused on outward direct
investments, one of the major items in the Japanese external asset position in the recent years, and

analyzed the return determinants, paying sufficient attention to the impact of tax erosion and risk
premium for macro risk factors. In the research project, we also studied foreign exchange valuation
effects.
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