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Lewis: Trying To Explain Home Bias in Equities and Consumption 573
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Figure 1. Risk Return Trade-Off Portfolios of U.S. and Foreign Mutual Funds



Figure 2 HOME BIAS IN EQUITY PORTFOLIOS: 1987-1996
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Table 5.1
Consumption and Output: Correlations between Domestic and World Growth Rates, 1973-92

Country Corr (2, &%) Corr (3, %)
Canada 0.56 0.70
France 045 0.60
Germany 0.63 0.70
Ttaly 027 0.51
Japan 0.38 0.46
United Kingdom 0.63 0.62
United States 0.52 0.68
OECD average 043 0.52
Developing country average -0.10 0.05

Note: The numbers Corr(¢, &%) and Corr(, $¥) are the simple correlation coefficients between the
annual change in the natural logarithm of a country’s real per capita consumption (or output) and the
annual change in the natural logarithm of the rest of the world’s real per capita consumption (or output),
with the “world” defined as the 35 benchmark countries in the Penn World Table (version 5.6). Average
correlations are population-weighted averages of individual country correlations. The OECD average
excludes Mexico.
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The Felolstein - Horioka Puzzle
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Figure 3.4

Industrial-country saving and investment rates, 1982-91

1/Y =0.09+0.625/7,

(0.02) (0.09)

RZ=0.69.

Table 2 FELDSTEIN-HORIOKA REGRESSIONS, I/Y = a + BNS/Y + ¢,

1990-1997%
No. of obs. a B R?
All countries? 56 0.15 041 0.33
(0.02) (0.08)
Countries with GNP/cap. > 1000 48 0.13 0.48 0.39
(0.02) (0.09)
Countries with GNP/cap. > 2000 41 0.07 0.70 0.62
(0.02) (0.09)
QECD countries® 24 0.08 0.60 0.68
(0.02) (0.09)

"OLS regressions. Standard errors in parentheses.
"Israel is excluded from all regressions in this table. If Israel is added to the samples of size (56, 48, 41),

the estimates of B are (0.39, 0.45, 0.63).

“If one adds Korea to the OECD sample, the estimate for £ rises to 0.76. Korea is included in the larger

samples.
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