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ABSTRACT This research aims to study the influence that Japanese

foreign direct investment had during the Japanese

Financial Crisis in 1990 and the Asian Financial Crisis
in 1997 by observing macroeconomic variables. This study employs the panel
data, which is the dataset of ASEAN4 during 1980-2010 and NIEs3 during
1970-2010. For the result of panel equation testing, the random effect is
efficient and appropriate to estimate both the models of ASEAN4 and NIEs3.

The results of panel equation testing in ASEAN4 show that the exchange
rates of the host countries are significantly negative with Japanese foreign
direct investment due to Japanese multinational corporations having the
ability to reduce production costs from the depreciation of exchange rates
in their host country. Another contributing factor is after the Japanese
Financial Crisis in 1990, the Japanese Yen continuously appreciated after
the Plaza accord. Since 1990, there have been many Japanese foreign direct
investments. Moreover, the government expenditure of the host countries are
significantly positive with the Japanese foreign direct investment because
raises in government expenditure can stimulus the economy, making the
Japanese more attractive to foreign direct investment. On the other hand,
with foreign direct investment, the Asian Financial Crisis in 1997 showed

negative results in regards to foreign direct investment.

The results of panel equation testing in NIEs3 show that the Japanese
Financial Crisis in 1990 and the Asian Financial Crisis in 1997 has a
significantly negative effect on the Japanese foreign direct investment. The
reason why businesses came to invest in NIEs3 was based on the different
conditions that were occurring at those times. Moreover, at that time,
NIEs3’s currency appreciated against the Yen lead to Japanese foreign direct
investment flow into ASAEN4.

KEYWORDS — Economics crisis, foreign direct investment
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