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Abstract

During the 1980's, theories were developed to explain the striking correlation
between real exchange rates and foreign direct investment (FDI). However, this
relationship broke down for Japanese FDI in the 1990's, as the real exchange rate
appreciated while FDI plummeted. We propose the relative access to credit hypothesis
and show that unequal access to credit by Japanese �rms contributes to the
explanation of declining Japanese FDI. Using bank-level and �rm-level data sets, we
�nd that �nancial di�culties at banks were economically and statistically important
in reducing the number of FDI projects by Japanese �rms into the United States. (JEL
G21, F36)

Menu

This website uses cookies.

By clicking the "Accept" button or continuing to browse our site, you agree to �rst-party and session-only cookies
being stored on your device to enhance site navigation and analyze site performance and tra�c. For more
information on our use of cookies, please see our Privacy Policy.

Accept

https://www.aeaweb.org/
https://www.aeaweb.org/journals/aer
https://www.aeaweb.org/journals/aer
https://www.aeaweb.org/articles/pdf/doi/10.1257/00028280260136309
https://www.aeaweb.org/privacypolicy


Choose Format:

Citation

Klein, Michael, W., Joe Peek, and Eric S. Rosengren. 2002. "Troubled Banks, Impaired
Foreign Direct Investment: The Role of Relative Access to Credit ." American Economic
Review, 92 (3): 664–682.

DOI: 10.1257/00028280260136309

JEL Classification

F21 International Investment; Long-term Capital Movements

F23 Multinational Firms; International Business

G21 Banks; Depository Institutions; Micro Finance Institutions; Mortgages

Terms of Use
Privacy Policy
Copyright 2024 American Economic Association. All rights reserved.

This website uses cookies.

By clicking the "Accept" button or continuing to browse our site, you agree to �rst-party and session-only cookies
being stored on your device to enhance site navigation and analyze site performance and tra�c. For more
information on our use of cookies, please see our Privacy Policy.

Accept

https://www.aeaweb.org/terms-of-service/site
https://www.aeaweb.org/privacypolicy
https://www.aeaweb.org/privacypolicy

