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My research focused on the following two problem. First, | investigated whether the future foreign
exchange rate can be forecast by current macroeconomic variables such as the money supply,
price levels, and inflation rates. To that end, | utilized the band spectral regression, which allows
me to estimate model parameters utilizing some of frequencies. As for the selection of frequencies
to improve the accuracy of forecasts, | used LASSO, which is often applied to big data. This study
was in line with my research supported by KAKENHI that aimed to develop accurate forecasts.
The second problem was the impact of foreign aid on the current account. Here, with my
coinvestigator of this second problem, | did not assume that the labor supply is purely exogenous.
Instead, the labor supply was assumed to be endogenously determined after foreign aid is given. A
small open economy model explained how foreign aid affected the current account in the
framework of general equilibrium. Allowing foreign aid to raise the level of productivity, | showed
that aid could lower labor supply and raise consumption, thereby deteriorating the current account.
This explanation was largely consistent with the observed data for developing economies. One of
the peculiar features of this study was that the key parameters of the model were estimated from
the data for developing countries. The reason | conducted this study focusing on endogenous labor
supply change was that my model could be extended to analyze the effect on the current account
due to the change in either endogenous or exogenous labor supply.
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An Empirical Study on the Relationship between the Labor Force and Balance of Payments
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My research focused on the following two problem. First, I investigated whether the future foreign exchange rate can be forecast by
current macroeconomic variables such as the money supply, price levels, and inflation rates. To that end, I utilized the band spectral
regression, which allows me to estimate model parameters utilizing some of frequencies. As for the selection of frequencies to
improve the accuracy of forecasts, I used LASSO, which is often applied to big data. This study was in line with my research
supported by KAKENHI that aimed to develop accurate forecasts.

The second problem was the impact of foreign aid on the current account. Here, with my coinvestigator of this second problem, I did
not assume that the labor supply is purely exogenous. Instead, the labor supply was assumed to be endogenously determined after
foreign aid is given. A small open economy model explained how foreign aid affected the current account in the framework of general
equilibrium. Allowing foreign aid to raise the level of productivity, I showed that aid could lower labor supply and raise consumption,
thereby deteriorating the current account. This explanation was largely consistent with the observed data for developing economies.
One of the peculiar features of this study was that the key parameters of the model were estimated from the data for developing
countries. The reason [ conducted this study focusing on endogenous labor supply change was that my model could be extended to
analyze the effect on the current account due to the change in either endogenous or exogenous labor supply.

3. ABFEEREICET DHR

RRE B R, RREW L AR RAT A
(FE - BHEE) (FEA - HE) (EERITH - BHEER) (ZFERITHEH - BHEEH)
Tatsuma Wada Out-of-Sample  Forecasting of |Canadian Econometric Study [2019 &£ 10 B

Foreign Exchange Rates: The Band |Group Meeting
Spectral Regression and LASSO

Tatsuma Wada Out-of-Sample  Forecasting of |94th  Annual Conference of |2019 &£ 6 A
Foreign Exchange Rates: The Band |Western Economic  Association
Spectral Regression and LASSO International




