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Focusing on the investment behavior of margin traders under the standardized margin
transactions, we find that the increase in margin buying predicts the increase in future
stock price. Our finding implies that individual investors, considered to be as irrational
traders, have the information advantage over other investors. This is completely opposite
to the findings in the past literature. As per the study on stock investors in Japan and the
U.S. using questionnaire survey, we showed that change in investors’ expectation played an
important role in causing a long slump in 1990s and that the IT bubble in the U.S. in the
late of 1990s was not a rational one, Furthermore, we investigated interdependencies of
stock prices between Japan and China to find that there exists uni-directionally causality
from China to Japan; in other words, Chinese stock prices do not respond to those of Japan
(Tsutsui and Hirayama, 2009).
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