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Corporate Investment Behavior under Imperfect Goods and Credit Markets

TEIRIRT Gumasamarm
Hirckazu MIZOBATA, Institute of Economic Research, Kyoto University
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Abstract

This paper analyzes Japanese corporate investment decision since 1990 using structural ap-
proach. I use the Quarterly Report of Financial Statements of Incorporated Business com-
piled by the Ministry of Finance, and have the following results. First, the incompleteness of
both goods market and financial market is estimated critically. Second, the credit crunch is
derived from the decrease of land price. Finally, the extent of credit market incompleteness is
largely estimated from 2000 onward because of the decrease of land price and the boom in
these years.
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Abstract
In this paper, we propose a finance theory of real estate markets as well as statistical
models that are consistent with the theory. We first discuss equilibrium prices and returns
of real estate in a competitive market on the basis of a dynamic general equilibrium frame-
work. We then introduce a model which helps explain the gap between the theoretical and
market-cbserved prices cross-sectionally. The application of these models to the Japanese
house markets illustrates their usefulness.
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