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Volume or Order Flow? :
Which contains more information in really traded Yen/Dollar Foreign
Exchange Market?

Nagasaki University, Masayuki Susai

One of our objectives in this paper is to find out the impact of information arrival on
foreign exchange market. So many papers are exploring the fact that the proxy of the
information arrival can be the trading volume. In foreign exchange market, it used to
difficult to obtain trading volume. This is because that the trade in foreign exchange
market is carried out between two dealers in a market. This means that the trade in
foreign exchange market is over the counter trade.

The researches on foreign exchange market so far are using the number of news
headlines on Reuter screens, the number of quotes in given time interval (sometimes
referred as trading activity or trade intensity) and representative trade volume. For
example, even in resent papers , Evans and Lyons (2006) used order flow data from
Citibank and Frommel and Alexander and Menkhoff, (2007) obtains a transaction data
from a bank. We call this kind of data as representative data in this paper.
Brzeszczynski and Melvin, (2006) and Bauwends and Omrane and Giot, (2005),
Bauwens and Rime and Sucarrat, (2006), Frommel and Alexander and Menkhoff,
(2007) utilize the number of trade in a given interval. Almost all papers commonly use
the indicator of the volume, and count the number of quote in a given interval or they
estimate the volume with some econometric models.

The data we use in this paper contains traded foreign exchange rate, bid or ask indicator,
traded volume and time stamp of the trade. The minimum interval of the record is 1
second. We obtained this data from ICAP, and the name of the data set is Data Mine
ver.1.5 as | will refer in detail in next section. This research can provide one of the first
results with really traded foreign exchange rate.

The main contribution of this paper concerns the data and clear results. The results we
get from our analyses are that trading volume can reduce the GARCH effect as we will
show later. These kinds of clear results are unique especially with foreign exchange

rate.
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Banking Panics, Bank Failures, and the Lender of Last Resort:
The Showa Depression of 1930-1932
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Silent bank runs: Discipline or contagion?

Nagoya University, Katsutoshi Shimizu

Abstract

Depositors of Shinkin banks withdrew funds in silence over the 2000-2002 periods
during which twenty-six Shinkin banks failed. This paper analyzes what information
was important for them to make withdrawal decisions and finds empirical evidence for
regional contagion effect from stock price of neighboring banks. Depositors withdrew
funds after observing a fall in stock price of neighboring banks as well as deteriorating
financial condition at the beginning of the year. To obtain the robust result, influences of
the prefectural GDP and the aggregate growth rate of total deposit in the prefecture are
carefully controlled in the econometric analysis. This paper provides two further
findings; (1) The strong financial condition at the beginning of the period could deter the
contagion, (2) a decline of stock prices of neighboring banks did not spill over to the

deposit interest rate.

JEL classification number: G21

Keywords: bank run, contagion, market discipline, bank failure, deposit
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The effectiveness of monetary easing policy
on Bank Lending in Japan during 1999-2005

The doctor course, Graduate School of Economics and Management, Tohoku University
Brahim GUIZANI

Abstract

The aim of this paper is to find some answers to the following question “Why the
Japanese bank credits were decreasing throughout the period between FY 1999 and FY
2005 even though the Bank of Japan was conducting an unprecedented expansionary
monetary policy?”

By conducting empirical study, using a Fixed Effects Model (FEM) applied on Japanese
banks’ data since FY 1999 through FY 2005, we found that regulatory capital
requirements and the non-performing loans burden have constrained Japanese banks
to react to the Zero Interest Rate policy (ZIRP) and the Quantitative Easing policy
(QEP) by increasing their lending supply.

Major banks, which represent roughly 50% of banking system total assets, were
incurring more capital pressure on their risk-taking decisions than regional banks.
However the latter incurred more non-performing loans pressure on their risk-taking
decisions than City banks.

In this paper, the market-valued capital ratio is used in order to confirm results got
from the regulatory capital ratios, extensively criticized in many academic papers for
its limitations

The constraining effect of these banks’ supply factors has triggered a “Credit Crunch”
responsible for the delay of financial institutions responsiveness to monetary
accommodations.

Although, the decrease in bank lending is explained by a decrease in the demand for
external funding, this factor has played a minor role relatively to banks’ supply factors.
This paper shows that, even though the effect of bank lending channel of monetary
policy was limited during the period (FY 1999- FY 2005), the regulatory authority
actions have succeeded in improving the banking system financial situation preparing,

then, the path for the Japanese economy to get solid recovery.
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Short-run return predictability from lagged returns and order flows is an inverse
indicator of informational efficiency. This paper investigates the impacts of liquidity
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On Asian Monetary Union

IRERFRFPE: TRAN THI VAN ANH

The paper examines five options to establish a monetary union among 15
countries in Asia Pacific region. For comparison purpose a group of American countries
is also formed as a sixth option. The empirical results show that due to diverse
economic circumstances of countries in the area, a practical approach would be to start
with a smaller local subgroup. While from economical perspective, the East Asian
countries are gradually becoming more integrated and can establish a monetary union
as well as enjoy the benefits, the possibility for the whole region joining in one currency
area is still week. Japan will be more beneficial to move with East Asian countries

than to connect with more developed economies in the region.
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Dynamic Effects of Changes in Exchange Rate System
— From the Fixed Exchange Rate Regime to the Basket-peg or

Floating Regime

Naoyuki Yoshino, Sahoko Kaji and Tamon Asonuma

ZOFHXO BT, BEEMBHIOEN, EOX O REIFEIREEZBE TR,y MEK
HSCHE EAGHENCZE T L COOIMTIE LI WD TR L7 b D TH 5,

WHRDL < OWFFRIL, EEMEGH] - ZEESE] « N2> MERHIE R EOflEE, b
BEFFECTONT L, ZNENDOA Y v b« T AV » MERRTHZ ERENoT,

LorL, HEZRETIE, BEMGHINORAICEERIEEZ NRA Ty hA~EEFLTET
W5,

EDOLIREAI LT T, HEMGHZEZL TN ZERL0Von, ok 721
ZNTTC, BEMEND, N2y MEEHIH D WITABERIE~EET L TN ZENE
FLVDOD, BT, EDLX D RBERIE~EEEMGHNOBE LTS ZEREE LN
DN OWNTHONEIT I,

Abstract

The basket-peg and the floating are discussed to be two options of
desirable regimes 1n East Asia. However, there still remains a question of
how the countries, which adopt the de facto dollar-peg regime, shift to the
desirable stable rezimes. We attempt to compute the dynamic effect of
shift from the dollar-peg regime to the basket-peg regime or to the floating
regime and obtain the transition path for three transition policies.

We find that countries will be better off to shift to the basket-peg or
floating regime in the long-run perspective. Furthermore, concerning the
choices between gradual adjustment (policy (2)) or a sudden shift to the
stable basket-peg regime (policy (3)), the longer the transition period of
adjustments, the more benefits the country will gain from reaching stable
regime at once. Finally, for the choice hetween a sudden shift to the
basket-peg regime (policy (3)) and to the floating regime (policy (4)), our
numerical analysis using Thai data shows that the country will be better
off shifting to the basket-peg regime rather than the floating regime.
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MONETARY INTEGRATION IN EAST ASIA:
WHY DOES IT TAKE SO LONG?

Mariusz K. Krawcezyk
Ryukoku University, Kyoto, Japan

Abstract

The launch of the economic and monetary union in Europe and the 1997 financial crisis
that underscored the disadvantages of currently employed exchange rate regimes raised
questions about the feasibility of a similar monetary unification project for East Asia.
Being one of the most dynamically growing regions in the world, East Asia has the
potential for a successful implementation of a monetary union. The paper examines why,
despite of substantial political emphasis being placed on the issue of monetary
integration, the progress to date is slower than it could be expected. The major finding
is that, although East Asia may actually benefit from establishing its monetary union in
the long run, a specific political culture that prevails in the region and misconceptions
about the sequencing of the process make the East Asian monetary union a long and

complicated task. Possible short and mid-term policy solutions follow.
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