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(Table 1) Estimation Results for Equity Holdings

Variable Model 1 Model 2
1.22™ 1.23™
Product of Real GDP [19.63] [17.57]
. -0.29™" -0.28"™"
Product of Area Size [-6.42] [-557]
, 042" -0.527"
Distance [*386] [,424]
0.55 0.59
Border [1.34] [1.26]
Colon -0.25 0.04
olony [-0.43] [0.05]
Common Language 051" 058
guag [1.74] [1.77]
) 0.66™
Corruption [10.65]
0.40"
Law and Order [5.80]
-0.14™ -0.16™"
RER [-4.63] [-473]
. 0.03 0.09
Capital Control [052] [153]
o 057" 0.06
Dividend Tax [-255] [0.25]
-0.02 0.02
= [0.46] [0.47]
007 0.05™
& [2.56] [207)
-0.01™ -0.01"
s [322] [-2.45]
Sample Size 1350 1350
R-squared 0.59 0.49

Note: The numbers in the parentheses are the t-statistics. ¥, ™, and ™ denote significance
at the level of 10%, 5%, and 1%, respectively.
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(Table 2) Estimation Results for Long-term Bond Holdings

Variable Model 1 Model 2
1,95 1.28™
Product of Real GDP [20.32] [18.39]
] -0.31" -0.33"
Product of Area Size [-851] [-7.78]
' -0.98" -0.99"
Distance [-8.69] [-7.71]
-0.66 -0.73
Border [-1.22] [-1.19]
. 1.45% 1.44
olony [2.33] [2.05]
Common Lan, o0l 0
ommon Language [0.01] [0.50]
_ 0.79"
Corruption [10.43]
-0.03
Law and Order [-0.55]
-0.14" -0.24"
Real Exchange Rate [-4.74] [-7.49]
' -0.07 -0.01
Capital Control [-159] [-0.06]
0.28 -0.01
Interest Tax [1.13] [-0.03]
-0.01 0.02
71 [-0.20] [0.20]
0.05™ 0.05"
72 [2.08] [1.88]
-0.01" -0.01"
73 [-2.37] [-2.19]
Sample Size 1179 117
R-squared 0.60 0.49

Note: The numbers in the parentheses are the t—statistics. *, ™, and ™ denote significance
at the level of 10%, 5%, and 1%, respectively.
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(Table 3) Estimation Results for Short-term Bond Holdings

Variable Model 1 Model 2
Product of Real GDP [g?g] [g%]
Product of Area Size [:2;2] [:(3)1(2)]
Distance [:gji] | [:gié] |
Border [(1):2;1] [(1):\;)3]
Colony [5471% ég;
Common Language 024 0.24
[1.04] [0.99]
Corruption [(7)3?] B
Law and Order _ [23471]
Real Exchange Rate [:(1)23] [:(3)(5)2]
Capital Control [:8(3)3] [ggg]
Interest Tax [ggé] [(2)4112]
" 216) e
” 082 063
” Cosi] Cose
Sample Size 1014 1014
R-squared 0.40 031

Note: The numbers in the parentheses are the t-statistics. *, ™, and ™" denote significance
at the level of 10%, 5%, and 1%, respectively.
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(Figure 1) Age Effect Profile for International Portfolio Investment
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(Table 4) Estimation with Age Variables of Recipient Countries

Variable Equity Long-term Bond | Short-term Bond
1127 123 0.44"
Product of Real GDP [1834] [19.37] [8.17]
. 028" 031" 012"
Product of Area Size [-6.45] [-853] [-4.11]
Distan 053" 010" 051"
stance [-4.76] [-8.70] [-5.57]
Border 0.28 -0.82 054
[0.72] [-151] [1.15]
Colon 038 1617 1497
v [-0.70] [2.60] [2.90]
Common Lan 077" 0.08 0.28
ornmon Language [2.77] [0.29] [1.22]
Corruntion 074" 0.80" 059"
P [11.95] [10.47] [7.87]
017 013" -0.04
Real Exchange Rate [-5.56] [-3.99] [-157]
. 001 -0.09" 002
Capital Control [-0.24] [-1.91] [-052]
B 072" 048" 049"
Dividend Tax [-3.46] [1.87] [2.35]
- 006 001 017"
[-1.24] [-0.17] [-2.12]
9 0.06"" 0.05" 0.01
[2.65] [1.83] [0.55]
3 0,01 001" 001
[-2.88] [-2.10] [-0.21]
007 0.16 022
z1.de [-0.81] [1.05] [1.09]
0,08 007" 006"
72 de [-4,55] [-253] [-167]
0.01" 0.01" 0.01°
23de 6.19] [2.95] [1.93]
Sample Size 1350 1179 1014
R-squared 0.64 0.61 0.40

Note: The numbers in the parentheses are the t-statistics. ", ™, and ™ denote significance
at the level of 10%, 5%, and 1%, respectively.
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(Figure 2) Estimated Age Effects of the Recipient Countries
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Abstract

This paper investigates the effect of population aging on international capital flows.
Using the Coordinated Portfolio Investment Survey data from IMF, we estimate a gravity
model to explain cross-border financial asset holdings. The result shows that the age
structure of population has significant effects on various forms of cross-border asset
holdings. In particular, estimation of the age effects reveals that the cross-border equity
and long-term bond holdings of the elderly decline sharply. Such a result implies that if
other things are equal cross-border holdings of equities and long-term bonds will de-
crease significantly with the progress of population aging.
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