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A Theoretical and Empirical Examination of the Credit View:
From the Viewpoint of Bank Lending Behavior

Konan University Akira Furukawa
JSPS/Konan University Ling Wang

Taking Japanese banks as the object of analysis, the purpose of this paper is twofold.
One is examining the credit view theoretically and empirically from the viewpoint of
bank lending behavior; and the other is identifying the determinants and providing a
fuller description of the major characteristics of bank lending behavior. The following
two points are the special features of this paper. Theoretically, it develops a fairly
complete bank-behavior model in which information-acquiring costs are incorporated to
illustrate coherently the framework of the credit view, and to build a micro-foundation
for the credit view from the perspective of bank lending behavior, which can be
perceived as a necessary complement to the credit view. Empirically, by using
macro-data and micro-data, it conducts a comprehensive empirical analysis (dividing
sample banks by size and classifying borrowers by size and industry) about Japanese
banks’ lending behavior along the framework of the credit view, through which new

pieces of evidence for the credit view are obtained.
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Market Competition Before and After Bank Merger Wave in East Asia:

A Comparative Study of Korea and Japan

Lee Min Hwan

A Mega-bank merger wave hit many countries following a series of domestic financial
deregulations in the 1990s. Bank mergers were also resorted to by countries with large
number of bankrupcies or potential bankrupcies. Although for many countries, the
increasing market concentration was driven by the original purpose of the banking
deregulation, i.e., to provide better financial services to customers that the past
regulated industry could not provide.

It is believed that bank mergers contributed to the improvement in the financial
stability and cost efficiency of the banking industry. Hence, many bank regulators
attributed the successful recovery of the past financial system to the bank merger policy.
Yet, for the customers at large, the acceleration of bank mergers have, in fact, lowered
the quality of financial service. This study aims to show that the degree of competition
remains high even after the merger wave as originally targeted by financial
deregulation in Korea and Japan.

Our empirical analyses imply that in both Korean and Japanese metropolitan areas,
banking market concentration dramatically progressed when mega-banks were merged,
and market competitiveness has remained high as originally targeted by the financial
liberalization policy. However, market competitiveness has remained low in the
Japanese local cities, regardless of bank mergers. It can be concluded from this study
that historically fostered inter-regional industrial structures far affect customers

behavior more than market concentration does.
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Term Structure of Interest Rates in Japan under Zero Interest Rate and
Quantitative Easing Policies
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The Return Predictability of Disposition Investor’s Unrealized Gain

In this paper we test whether investor’s propensity to hold losers too long and sell
winners too soon which is called disposition effect generates momentum in the Japanese
stock market or not. Using share-ownership data included in financial statements
and constructing a new unrealized gain measure, we find that individuals show the
strongest disposition effect and their unrealized gain predicts the future stock return in
the positive direction when we control some effects on the unrealized gain. This is
consistent with Grinblatt and Han (2005)’s theoretical predication that disposition

effect drives momentum.

Keyword Behavioral Finance, Disposition Effect, Momentum
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Risk Management by Japanese Banks: Overview and Recent Developments
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The Effects of Foreign Entry on the Banking Market:
Empirical Analysis of China 1996-2004
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Islamic Banking in Malaysia: Prospect and Challenges

Zulkapli Mohamed

In the latest development, Islamic financial systems in Malaysia has grown and
improved significantly compared to 23 years ago, went it was first promulgated.
Currently there are 4 Islamic banks, 12 commercial banks, 7 discount houses, 4
merchant banks and one finance company offering Islamic financial services and
products with an estimated total asset amounted US$ 106 billion at the end of 2005.
The continuous growth of Islamic financial institutions and the expansion in wide
range of instruments, services, and products is an evidence of the potential impact
affected to the current financial system in Malaysia. Study on Islamic financial
institutions performance in Malaysia, has attracted many scholars locally and abroad.
The complexity of the financial sector and its interaction with other economic sectors
in this multi-ethnics society, provide reasonable opportunities for researchers to
explore the richness of the theme.

This paper will explore some of the characteristics of the Islamic financial
institutions in Malaysia from different perspectives. It provides some brief
explanations on the foundation and the evolution stages of Islamic financial
institutions in Malaysia. The rationale of the establishment highlights the legislative
roots which will govern the institutions. Hence, emulate the understanding on how
Islamic banking in Malaysia emerged and survived in the dual financial system.
Furthermore, this study found that the state intervention is vital in order for the
Islamic banks to growth rapidly by promoting various compatibles instruments in the

market.

Key Words: Islamic Financial Institutions, Multi-Ethnic society, Growth,

Instruments, Legislation.
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Optimal Monetary and Fiscal Policy Mix in a Currency Union
with Nontradable Goods
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