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The dramatic rise and fall of the Japanese equity market provides a unique opportunity to

examine market-and firm-specific risks over different market conditions. The price

behavior of Japanese equities in the 1990s is found to resemble that of U.S. equities

during the Great Depression. Both show increasing market volatility and a prolonged large

co-movement in equity prices. What is unique about the Japanese case is the surprising

fall in firm-level volatility and turnover in Japanese stocks after its market crash in 1990.

This large decrease in firm-level volatility may have impeded Japan's capital formation

process as it has become more difficult over the past decade for both investors and

managers to separate high quality from low quality firms. Using data on firm performance

fundamentals and corporate bankruptcies, we show that the fall in firm-level volatility and

turnover in Japanese stocks could be attributed to the sharp increase in earnings

homogeneity among Japanese firms and the lack of corporate restructuring.

Download a PDF

Working Papers

Idiosyncratic Risk and the
Creative Destruction in Japan

https://www.nber.org/
https://www.nber.org/people/yasushi_hamao
https://www.nber.org/people/jianping_mei
https://www.nber.org/people/yexiao_xu
mailto:?subject=Idiosyncratic%20Risk%20and%20the%20Creative%20Destruction%20in%20Japan&body=https://www.nber.org/papers/w9642
https://www.nber.org/system/files/working_papers/w9642/w9642.pdf
https://www.nber.org/papers


Information on access

Related
TOPICS Financial Economics

Financial Institutions

PROGRAMS Asset Pricing

Economic Fluctuations and Growth

International Finance and Macroeconomics

Acknowledgements and Disclosures

Download Citation

In addition to working papers, the NBER disseminates affiliates’ latest

findings through a range of free periodicals — the NBER Reporter, the

NBER Digest, the Bulletin on Retirement and Disability, the Bulletin on

Health, and the Bulletin on Entrepreneurship — as well as online

conference reports, video lectures, and interviews.

More from NBER

https://www.nber.org/subscribe
https://www.nber.org/topics/financial-economics
https://www.nber.org/taxonomy/term/511
https://www.nber.org/programs-projects/programs-working-groups/asset-pricing
https://www.nber.org/programs-projects/programs-working-groups/economic-fluctuations-and-growth
https://www.nber.org/programs-projects/programs-working-groups/international-finance-and-macroeconomics
https://www.nber.org/papers
https://www.nber.org/reporter
https://www.nber.org/digest
https://www.nber.org/bulletin-retirement-and-disability
https://www.nber.org/bulletin-health
https://www.nber.org/bulletin-entrepreneurship
https://www.nber.org/conferences
https://www.nber.org/research/lectures
https://www.nber.org/research-spotlights


2023, 15th Annual Feldstein Lecture, Mario Draghi, "The Next Flight of the Bumblebee: The Path
to Common Fiscal Policy in the Eurozone"

LECTURE

Dr. Mario Draghi, who served as President of the European Central Bank and Prime

Minister of Italy, presented the 2023...

2023 Methods Lectures, Jesse Shapiro and Liyang (Sophie) Sun, "Linear Panel Event Studies"

https://www.nber.org/lecture/2023-15th-annual-feldstein-lecture-mario-draghi-next-flight-bumblebee-path-common-fiscal-policy
https://www.nber.org/lecture/2023-methods-lectures-jesse-shapiro-and-liyang-sophie-sun-linear-panel-event-studies


National Bureau of Economic Research

Contact Us 

1050 Massachusetts Avenue 

Cambridge, MA 02138 

617-868-3900 

info@nber.org 

webaccessibility@nber.org

LECTURE

Overview: Linear panel event studies are increasingly used to estimate and plot causal

effects of changes in policies...

2023, SI Economics of Social Security, Panel Discussion, "Long-Term Dynamics of the
Employment-to-Population Ratio"

LECTURE

Supported by the Alfred P. Sloan Foundation, the National Science Foundation, and the

Lynde and Harry Bradley...

https://www.nber.org/contact-nber
tel:+16178683900
mailto:info@nber.org
mailto:webaccessibility@nber.org
https://www.nber.org/lecture/2023-si-economics-social-security-panel-discussion-long-term-dynamics-employment-population-ratio


Accessibility Policy

Diversity Policy

Privacy Policy

FOLLOW

© 2024 NATIONAL BUREAU OF ECONOMIC RESEARCH. ALL RIGHTS RESERVED.

H O M E PAG E

https://www.nber.org/about-nber/website-accessibility-policy
https://www.nber.org/nber-diversity-policy-statement
https://www.nber.org/about-nber/nber-website-privacy-policy
https://twitter.com/nberpubs
https://www.linkedin.com/company/national-bureau-of-economic-research
https://www.facebook.com/pages/National-Bureau-of-Economic-Research/115165771829285
https://www.youtube.com/nbervideos
https://www.nber.org/

