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W RO (3£30) : Employing several models of international finance, in particular
some two-country models with incomplete markets, we have constructed a case where
bilateral flow of funds emerges between two countries to share country-specific shocks,
including catastrophic ones. One of the most important implications from our theoretical
investigation is that expanding external balance sheets by holding large-scale long and
short positions would help to improve risk-sharing among countries. In addition to the
above research, we have investigated how catastrophic shocks including natural disaster
and health deterioration may be shared among domestic agents using both theoretical and
empirical methods.
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