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The Rise and Fall of Japanese Yen
Questions One
The yen carry trade is a financial strategy that involved investors borrowing yen at zero interest rates and investing the borrowed loan in high yielding assets. The financial strategy worked because the borrowed money was invested in the United States treasury bills, which paid high-interest rates. Notably, they received high-interest rates on the money invested on treasury bills, and on the other, they paid almost zero interest on the money, and this made the investors get high profits that were low-risk (Choi & Park, 2019). However, the carry trade weakened the Japanese yen, and it stopped working after 2008, mainly after the global financial crisis that hit the United States of America (Kikuchi et al., 2019).The interest rates on the U.S. treasury bonds were lowered in response to the 2008 global financial crisis. Therefore, the difference between the interest rates of assets in Japan and the U.S became narrow, and subsequently, the carry trade became unprofitable (Kikuchi et al., 2019).
Question Two
The financial crisis that hit in 2008 led to changes in interest rates, and the U.S. treasury bonds previously bought did not have high values like before, which made financial institutes’ trade-off their treasury bills.  The debt that had accrued during the carry trade made institutions reimburse the arrears, and this backed the rise of the value of yen because they accepted to remunerate their debts. Therefore the yen was in demand to reimburse debts dominated by assets in dollars that occurred during carry trade, and its value increased (Kikuchi et al., 2019).


Question Three
The Abe government's policy to purchase government securities expanded the money supply and subsequently achieved high inflation. Once the government intervened, the yen's value went down because the money in circulation increased the availability of the yen in the market (Czech, 2017). The strategy was aimed at defending the attempts to devalue the yen by other governments and ensured the yen value weakened. The move was also aimed at making the exports of Japan attractive and marketable in the international market. Arguably the mechanism of the public-private partnership (PPP) that involves the private sector partnering with the government to deliver goods to the public was at work in this situation.
Question 4
I think the Japanese government might be engaging in currency manipulation because of the sharp devaluation aimed at making their export sustainable. The government lowered the value of yen so that exports can be better amounts to engaging in currency manipulation. Although it is argued that they devalue the currency to fix their exports and benefit from them, the prices do not reflect the information available. Besides, I think other countries can acknowledge that currencies vary and are not equal. Therefore, they would want to spend their said currency anywhere they would have spent in their country and get back a similar value.
Question Five
The people in Japan than benefit from the devaluation of the yen are the upper-class people and investors who tend to carry out investments that are short term. These people tend to buy assets at low or zero interest rates when they notice the value of yen deprecating, and they engage in low-profit risks. On the other hand, low-income earners are hurt by the devaluation of the yen because they lack the purchasing power, and in turn, they are exploited (Choi & Park, 2019).
Question Six
The above case has taught me that foreign exchange markets are determined by the currency's values, which is referred to as the exchange rate. Also, the value of the currency can be increased or decreased by countries like the case of Japan devaluing the current. The case has demonstrated that the value of the currency in the foreign exchange markets affects investments and exports, which affects the economy in general.
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