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Date : Thursday, July 5, 2007 Seminar 13:20-14:50 (Open 13:00)
Place : GRIPS Lecture Room L (7-22-1, Roppongi, Minato—ku, Tokyo)
Language : English Fee: Free of Charge

Organized by : FASID/GRIPS International Development Studies(IDS) Program
MAP: http://www.grips.ac.jp/access.html
Invitation: http://www.fasid.or.jp/kaisai/070705/info.pdf
Lecture Materials: 1 (PPT), http://www.fasid.or.jp/kaisai/070705/material_1.pdf
II (Paper), http://www.fasid.or.jp/kaisai/070705/material_2.pdf
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Kindly register till Tuesday, July 3 by e—mail (kouza@fasid.orjp) with your name, affiliation, official position
and TEL.
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At the end of 2005, Japan s net foreign asset was 81,532 billion, about a third of its GDP, and the
U.S. s net foreign liability was about 34,570 billion, about a quarter of its GDP. These gaps in
foreign asset and liability are widening because the current account of the U.S are seriously in
debt, while Japan, South Korea and recently chinas current account are rapidly growing.
Conventional attitudes of most academic economists and practitioners were that a large
imbalance in the current account is abnormal and that it should be corrected by various means
including exchange rate manipulations.

This paper contends that a large current account imbalance as well as a large discrepancy in
international credit —debt structure is a norm rather than an exceptional phenomenon, if and only
if differences in the rates of time preference exist across nations. In a two country setting, we
present Nash optimal growth strategies to demonstrate this point.



