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The Dynamics of Exchange Rates and Deindustrialization
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Under the super yen appreciation since 2011, Japanese manufacturers accelerated
overseas production to avoid exchange loss in exports. This tendency stirred concerns about the
deindustrialization phenomenon which was referred as‘ hollowing-out of industry’ . However, yen
depreciation in late 2014 turned the situation around. The weak yen is prompting some Japanese firms to
bring overseas production back home, raising eerctations the' reshoring’ trend may slow down the ongoing
industrial hollowing out of Japan. This research investigates how foreign direct investments under
fluctuations in exchange affect domestic employment and economic growth using simulation analysis.
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industry industry industry

Germany 2.096 1.967 0.427
Japan 2.073 2.411 -0.367
UK 0.657 2.281 1.697
USA 3.352 3.296 0.917
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