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The Number of Bank Relationships and Small Business Bankruptcies
BRI RETER

In this study, we analyze the effect that the number of firms’ correspondent financial
institutions has on the probability of firm bankruptcy using unique microdata from small
and medium-sized enterprises incorporated in Japan between April 2003 and January
2012. The result shows that an increase in the number of correspondent financial
Institutions increases the probability of firm bankruptcy, which implies that the free rider
problem occurs in the financial sector; that is, an increase in the number of
correspondent financial institutions of a firm accelerates the free ride of other financial
Institutions in supporting the firm. Ultimately, this decreases the level of firm support
received from financial institutions and, therefore, increases the probability of firm
bankruptcy.

JEL Classification: C72, D71, G21, G33, M21
Keywords: multiple bank relationships, bankruptcy, small business,
free-rider problem, collective action
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International Syndicated Loans and Japanese Regional Banks: Comparison
between the First and Second Internationalization
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Industry-specific Exchange Rate Fluctuations, Japanese Exports and
Financial Constraints: Evidence from Panel VAR Analysis

RREENL AR e TR

By employing the industry-breakdown data of financial constraints on Japanese
firms obtained from Bank of Japan, 7Thnkan (Short-Term Economic Survey of
Enterprises in Japan), and this paper empirically investigates whether and how
financial constraints (internal and external) influence the response of Japanese sectoral
exports to the exchange rate shock using a Panel-VAR approach. In addition, we use the
industry-specific real effective exchange rate data developed by Sato et a/ (2013) to take
consideration of the different movements of real effective exchange rates across
industries. It is found that financial constraints have significant influences on Japanese
exports in response to exchange rate shocks. Japanese exporters with either lower
internal financial constraints (higher liquidity ratio) or external financial constraints
(accommodative lending attitudes of financial institutions) are less affected by Japanese
Yen appreciations. Further, cutting down the external financial constraints can help
firms with high internal financial constraints buffer the impact of yen appreciation on
theirs exports. Thus, accommodative financial environment plays an important role in
alleviating the impact of yen appreciation on Japanese exports.

JEL Classification: F31, F33, F15
Keywords: industry-specific real effective exchange rate, financial constraints, Japanese
exports, panel-VAR
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On the Role of Volatility in Prediction with Constant Gain Learning
UNGP N NEEP NS

Branch and Evans (2006) demonstrate the superiority of constant gain learning in
predicting US GDP growth and inflation. This paper examines the role of volatility in
predictive performance under constant gain learning. We find that the inclusion of
volatility improves out-of-sample prediction of inflation by professional forecasters, and
the improvements are remarkable when the forecast includes the crisis period.

JEL Classification: E37, D83, D84
Keywords: constant gain learning, forecasting, survey of professional forecasters
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Choice of Inflation Targeting: Some International Evidence

B[N e RN
TANRFZAH PRGYT v b A A~ A a7
HOURE: HHE

Inflation targeting has attracted attention to researchers and policy makers since the
first attempt in New Zealand in 1990. This paper discusses a country’s choice of inflation
targeting by examining its driving forces with the dataset of 82 countries. The empirical
result shows that countries’ decision of adoption of inflation targeting depends highly on
their development stage. For high-income or developed countries, the significant motives
of monetary authority to choose inflation targeting is the desire to keep or enhance
anti-inflation credibility, and inflation targeting could be a natural option under more floats
with the absence of nominal exchange rate anchor. On the other hand, low-income or
developing countries with the large size of public debts are not likely to choose inflation
targeting, so that fiscal fragility would discourage monetary authority to adopt restrictive
monetary policy under inflation targeting.

Keywords: inflation targeting; exchange rate arrangements; anti-inflation credibility; fiscal
fragility.



34

<P T SR>

21 - BRRRBER O

PN 70 NE A

<F >

AAGYTORREFEREO S & KB - BHemiER (EyooiErn) (238D
HLTHD 2015 44 A T2HERGET 5, F2, FEE 10 A BINI7ZR S REFIR | 2
FHE)o7z,

TIVECORSAE R & BIRIURFIE, IENHERNZ 5 oD TR - %ﬂ EDBPETY
(ZHRNA LR N a2 T, FHAREE T, JERAmEOWEI BN ISR AIRGE
DR S, BT H EROIK LN B D 72 CRIAE 2RIV EEN TETNDH ED
RSN TWD, 7205, Wi <, BEREIIRIOEfM 28 A LB, 2% E5-
DERMIRE 12 FFEE) ST BIBRECIX, 2Ol L <o TWnb, iz
A OWEZ b O TRFRERL 20 & Z AR LME T4 572 P4 Flal-
W5,

ZZTAIENE, FEEED 10 A OBNEZ &0 CER « BRRNERIECR 2OV T
%« SORFOWMTDOSI G331 Y A MISITAE, Hi - FSEmHICE Y iR < #m L
TuW=7E<L,

RO BT ER - BRSHMERECE (QQE) OZE TORE & 5 FHl7
LD FRZ, A7V D Otz L0 SEEAR|OIK Fe L& U Crkuilgz
ﬁ9w~% T~%7ﬁ)ﬁ YRT U R %18 L TON— hsEGE O T D DD

SO TRELS . A 7 VRO FAITEEIHIE < OTIER Dy, MR35 5%
fﬁF@ﬁ{ k@ U CRERIC~ A T A# O TRy, F2FUIERE O T &V 5 FE%t
S DOZALIZ KV BIEEFN 21T 5 OIS TILZ2W D TIEZRW )R EDfk & 7t
HEZ TCN=TEL,

BRSNS ITBER D EE AT L Q=72 — T BYTOBGERIC OV T ORI
UMDy, HECRIEOHERFOMBITE L ORIR D EH T, Wb ALY S5 %
H00, Fio, BORET 2B L3555, TIUTBIEEROEE Wil B T -
BRI OEMIEL) LWV o EERZR S ODN, K VRKRINTHRET S O EEH T
B A

SBRMERZ G LT I 7 AZHOWTE, BUFIE TZOE LAy & L CEoRZE
HTETCND, &2 TA SV TIEHERIRS SO TIE, H 2T MR %
%of SRS L VSRR DI D KO LTz, 7 I 7 AR E BT 57

Zid, BOR~OEENEE ClIH 50, —HFHAMICITERR 2 295 2 & bt
ET%%OOﬁ%ﬂmiofﬁﬁﬂ;D%@%é%@&&é_k%%ﬁbtwo
AV, REEZG (AR | EERK (FREERT) | WEFHFERRREG (BNP
SNUNGESR) . FIEBK (8 LWeen | RESRBOR - 7 I 7 R TOVWTHER
POHEWEFRERL CWDimE &2/ U A MOz, EBEOEITO T, dmaitH T
ETHD,



35

<SRG T SR>
SHBCRRT & B - ERSmEEORHT

ey i

HEEDORGEFE - BARELZIT Dimdr i T, SRBERO et & B2 K5
HamIRE T = A NeEHOTE T, INEFERRRIZ X D3C IR 48~49 FFDA 7 L—
Ta CORKE) 1976 4F, [HRORFRRF Fate]) 1 K DR, 1992 4F5 94 H2T
T PAETIEEERSS] ot Thnl-, ~ 31— 771 5m% (Wb 54 - A HimE)
(BT A EMBA B OTIRL, BRI 5 BAHAE & F DORAEGF D) DOEMR
LV T, BIFEOEN « EHERERIECR DA 424t L T D,

Ho L b, 2D ORF A TECR Y BTk LTl 2 OREFE DAL EFED |
A Lo CHEBROBERFHIVAR SN2biF CldZely, ZOERT, /NE - AHLOERS
I, Bk > GREND Z & DAV ER EOGETHh - 72,

—J7., 2000 DT v SRR IERIL LA > 7 L— g v —4Fy R« U7 L
KA DG (V7 Lamdr) 13, 2012 FFORAEEREDBIHT L - T, BIEOBER 7% K&
{ELATHEZALRSTZ, ZiUuL, BOEORS AW TREET REFHETH L &
FFRRZ, U 7 LB 5 S e BRI Lo THEET A Z E N AfREIC 7o 72 2 & &R
LT3,

U 7 Vi B CERRERI O I 257 2. 5 FiRd, EEEOE WA NUC L A2 E4
FIOHH| & AR— b 7 4 U AV T U ZFU T L DFEEOAIH & 9 o0 siit7 A, Bok
LU—LBRLE 23 AL MZ K28 (expectation, mindset) <Piditk(perception) D%
TR & D BN 72 BB OB EARS & /3T o AL — b Z&RRH LTZ FERERE ~ DI K L9
B LS OM5 28 AT,

—H T, ZNOOERITHT DI, BORERIZ X oA WEE A faiT 5 b b
FRICBOROFEHATREME AR 2 b0, ZHHDOBORN b 72 5 FARE O IR E W
HLDOLIIEZRNEND LD ZORNWEREEET DD E V-7 3 DDOFRIZPFATE 5,
ZIHDOREHID 5 B FEROBWER A KON BRI R DT — 2 & Ffo CTE 2 H 2 LIk
BNHDOLH D,

ZZC, EICHI A ORCH I L, BORERIZEU-FHEEMRT T, V7L
TR D RN ERR R~ ORI D S AR LTV,



36

<Y TR >

BH) - BReRIEMEBCR I IR 2 0t 28 U GEF 2 ifE ST 5

AASRT Iz

B - ErOAREER (QQE) 13 E BT WD, T ERRoEmEY LBz, [
27, b e, IR, BA. BE, R Ls, SiHORESEN-DITFEFETH D
D, FIUL, U —~rva v I RBRORY 72 ARERNC L DM EIc Lo CL BEERE
PERSE AN TRBR LT Z S 128D, Lv L, ZIUTHERA IZEEHE L Cuna, AL,
MG THIER AT TD, BHAOIERITFEERESD FHAZ 726 L, e IZIERVEH D
WX, EHEEO FFITREOO TS,

QQE (ZxLCid, E&ITZE > TWVew, #EX TEAITFEERIEDN Y . SITEHAMEO)
TWRWR EOREHIN G 5, N, BT EN-> T T=, LovL, JERIHROCD
HDOT, EeXEROBERERRINIEZ T e AFREE & bIC, BEITFEEH CIE
HZPERTE R 72D DT, RN TEROBEH KT 5, 2015 172> T, FEEHRD
FHPEHTBIC o728 ) Th D, SUTEHBIRA IS,

DX DR A EIF T B2 h o 5T, 7o QQE ~DOBCHMBIR DT A
2y, ZOHHIE, QQE MEMINTIZEHE BT A0 Th S, Wilins B30 m& R <
7RAUE, MIRERID 3D, BFD EATURERIMEI IR T35, [E5E2RET 5 A48
KEWDHTEAH, Linl, SRRl UL, mREFIckaEHomn, SHitof]
IRHEIC L A EHOE DM b, MEOARBIREDANE E5F- M2 X 29MEDAmE 578 & oF]
3, AESMHED Tk Hal%, ERBHERATE UL, AE L EROEMOR G MESR
flitg D FIEDIEIE EalD = LIZEFATH 5,

Fiz, PAMZIE 2% &S ERREENMPNTHDOT, Mlo2E372 <, &R0l
HH VSR, EERIKONT R EE 2 UL, ARESEEMERSIZE D Z L1370, QQE
& & BITEHDEIN U ASHRIS TR ONGE HUGE L T\ D, [ERERE OFIRE TIER <,
RFRROFRE, BIEERSEROFREEE XD Z EBNETH D,

QQE 28, MEZ7 7 A F L A ThD, MBIFHFEZTOS, HAIIGERTE, SN
7L, SROEEE T DT EORLEIEZY LR,

SRERIEOR & (XEE A AT 5 2 & T ZOATEIIMEAZ LT K R DDIFEFHET
HD, LinL, BENASTL AU STLE Y L0 H0ken, HEEBLLTLRIUTHD, i
DEMBECL RSB A 3 e — T AREThD, RO L 512, QQE 1%, Hk&y
WZI3eRZ FR-EE5, UL, 8B v 7 LoaRIDEHNE = D fafiI7eu,



37

<R T SR>

BAYERSEBER O
BNP /S U NG JJSFHEALR

2013 2 5 HO&RE =T, LATD 3 SElE Lz, OB R 7 Al yva « A
= RLDHEREL72WHTC, 2 H5C 2%F2EDA 7 L BREAZEERL L L 9 &9 UL, M
BRECR & 720 RIMEREMRS - FAUSE S KIEFES 2R 8T, ~ 7 niiE A RN Ek
SEHEND DD, QEREEFNTZNT T 2%0DA > 7 VEERITEE LS, T 27 ZAOARE
DY REZABP— 3 70 RO TR I v T3, 7277, 7 7 UIENZ R 5 &
FEWeA| ERZHE . ThVaadt T 228Mnd 5, @KREDOEMEROBEAZIE L
ToAESRL, HERDEEEHEBORICHAA TN, T 7 UBIEEWE S MBECAR A 7 A~DELED
HHOIZA S Z 13 L <. QQE BERNEDORE 25— L Ip o= rREMER 5,

AT D 5T, OIZHOWTE, QQE (2L VikE., HZnECT, BT,
MZZHMHHEEICIE & A EDRRMBIRNHTC, FRtOFERE 2B S, HEIEE b
726 Lo, THEE CIERE HOBLATRINGH T, FEHIBWTHEMNT D%
YLD TERECRORENL, 71X TN A T =gy s Xy MPBOBT
1320 DDy, EEHEIIMNZOREEZIT 7243, BHEE, ARz T 53, AR
D73 DER LTV, B EZENTZ Lz A U v M, SRR 6 O
BHET S 7- O TR,

@Iz, 4 AD CPL 2 7 HHFEHITE B %D FIALTEAS, BRSSO 2%
< & 0.5%FREE & FL.bH, 2013423 A D~ A T2 0.8%0>5 1.3 A hsGE L=, HZD
BN 0.6~0.7 ARA > b, THET ¥ v TUCEOFEN 04~0.5 KA v heRE D, 72
72, By v 7E T GDP b 2%5817 .5 2012 4EEEMIE TROZEN K E VY, 22 TO
SREBCR ORI L BMWBU X 568 A2 722 & Th 2 immlIMZeER T,
A, 3L V=TT a—F1L, EEHER R RO R, EERDA e
S EWKEA B afililcEm L, EESEERRN DN TWA T2, NT A — hOJE
KEMRTDEDZ2NITTEN, ARy MUSRRIC L > T, TiESIE O EL
P22 AT RTREMED N B D,

@IZHONTC, #EAHIRETFRD FC, MBASBEOME—DH kD & 7222 OITEIEH| EH72
23, HERBZIINZ AT Z & CBRIEES R & sl L7-FIREMES B 5, THEHBRUEED b
QQE DOFEEINERTIZZR DA, k. QQE O tapering % BRlE HES. BURFOME{#4S
SRR E 72 D08, HEROKEBEEMABORITE > B LMEE 7o & WOETY
QQE @ EXIT 2Baa TE 2D B D,



38

<R T L >
B - ERyEmizin (QQE) DFHi & #RE

[EREGi S

HERDHED 2 8 - ERyeREf (UUF, QQE) Zate ottt eRBCR OZIRIZB L
TIE, REH#E R 2 2o RIFEE LR, ZOERTHERIREIREE 2 D2 &0
TE DM, 9 THIUXFEORE) LI, MY EE EZT) 2 &8
DIFEELR D,

Z 9 LIBLRG, QQE DR EIRAEIRD IR THLH L, 1L - BRE72 Tl
T URANER L, TR bIETER SN, L, BERIEELT, LA
AFARR LD DT TIERRRROI MR & e Te, IBERRSROIKNE, MEdEe
b=V Emb L b D Th D, 9 LIZBFENLFEOTHIUL, O@BERIE
2%DA 7 VAEEREF Lo ZOERITED R, OIHERIRG | BT LAk
PRECCRIZ Y | B b~ & RINTHEE 1D, OESZRAA TSGR & BB %
8D DR CHIEERURROM LS5, L) ODRERILGTZETHS 9,

LU, FEBRZIIMEE 10 AROBEREER (ME7 7 A T ADEER— g <
7eotn) . THEFERIUEIED ZAHE L LTI - fiset & | RS IR OPEN R S
Nz, BB LIZBET 2 THIGOERRE R\ Dl a7l cdh > 7=, {i]
#5725, QQE ) £ HAZIKIT HNDEMNE IMNL, A 7 L BEENER SRR T
TSN DS DOHERF ATREM: 215 U QO D NI AT B B 12, £ DIE
BEZHIUR, BHEITHROTERE L 72D, LrL, ENBKONSAICIE, EfE
DOREEANZIEDH TS GEHKBHER) . T Tb (AR EA 7 LIED A /X
A TV) RERIRELZH T E08ET HivZeuy,

LU, #ECHD X ) EZOH A I 27 TRIGRFINZ & 9 RN T & 72,
Z DIFIHLINE 9SG T TFORMEIRUGEDRER, A F0 BARER S ORI T
E 575, HEITHHET 2% 1 7 LANE#MShD Z &ide, BEOsKauild 5
T e/l MBS T DR ORI EE NI Z L2725,

BLFORKROVEH SIE, REEFAIR Liz L3012, 2020 425 F CLZ IR BUR
XA BT D720 D BASR AT E 5 DG Th D, D86, W58
HYZRRHRI T 2 DT < | IEMERIEADE LRI (N2 T A 2 r—2A) |
VLRI & IR HHHI OB 2 A5 I TIT< 2 &R HiD, BABAINZIIARD T
LV EFRE & 72 D3, Zi7e< LT QQE DA 2 Z LILTE 20N,



39

AR T A I N—F v ZRBHIDTEY J5 & FDEFIZHOVNT
BREEAY KEEEE

SRUTIL, ARY A 7GR (ERM) ZEGT 288 I THH LT D, BEERt
Tld, ERM OEFEL RS0 ) 2 7 GBI TIL, FERICHhT DS ORI EORE
KON EDOUSEZ X D7D, w878 U A7 EBARRR « AT o 28 LT 5,
LU, MBEORSEOHROA: BT, WastEOUE S 272 ERM OHEBtEL, ZEi7e
FEREIZ ) & DDV VEMRY « M7 BEEHE D73 0 | [EEH TEHEEIC L > gk
R R E 728 B ORI THEA~DIENRI D723 58D o 5,

ARG BINE, PRBSEIZRT 27N —7 o ABIRIOBERZA LN L, TREORRZEIC
BT N—T L ABHOIEY TR L OFOFPHE RS T 52 L THD, JIUuTL b, W
TREEMEDOHERAAR D HIRIN I\ T, BIFEOTIG RIS BB Ao 5 Z ENEE LW
Z LRI,

T R 2 7 —T AR ORI, SUTE LRI U</ haEBREOEE B
B & T DRIMEURKD D Z LINTE D 2 & ARSI DTS O IO A &
BN D, 7 LT, ZORPHITREGN - 2 35Ok aTREMEORERI 8 5 = & 24
WA T a LV OIHEE b EITRT,

WA, IR ) S ARREEESOE £ T 50 ERIOA MR & B0 E %
TS % 2 LT, CRIRT CREFEEAME ) RSB G AN & 727 o 72 Z &I EBH O SR
KDEGBIRENT & IBITIE, T VAREII I 2 HEA LR OIS ERIR O ARk ]
NS RI BB 5.2 -2 L &,

LT, INAR—e—U U RN ULHEE OB NI 2 Eick v, i
(CERLEBETHRIIEEHITTNDZ L, BXY GO T RNREECH S = & it
LT, FHE S E 22 2 OIS BB IR AEE 5 2 L OB BN E R,
INGEEE 2T, BREIZBT AR 5 7 0 —T o AR S5 < B
BAHKET AR THHLE LI T, YN —e— DU RO SR, Elch
T2 DB E 2 E S 5 T2 b DAEERMFEIE DRSS, B L OWIHIORE%R &% ERM OES
L RN D3AREI DR, 3726, FEMGOMRICIRE T RE Th D Z L 2iE5
T 5,



40

FREFBIIL AT =T 4 v 7 ) AT EDRRITEE LA
—IRABZER T2 R - SR BT D —

FILFPERY:  BANT
FRBART: ARVIRER
FOGREARY: & s

FaLo> 20 MO BARTE U —HORELNS, B L, —HER #HERVy Svo 3
DOOEFERIFATLD Y ATV L CED L D 1B e G2 Jehnke, Yo INT 7 75— F
FILERICOIRREZERIET L, DF W I~ T A NEZ—E RN TREEEB 27257, 20
e, VATYT A4 v I VAT DORETHLN—F TR & & ITHERIIZZ b A2 T 5 Tk
RAR—H | L UTREOITOND, £, ZOMHERR—PEREFET5 SEL, ~N—
X OEMAE L2 ORI 258 S ) ARORCL > THEEL, Zo—%
DOFEWS L PRIEIFT DRI, KEKIC L > THRICE(LETIENE M 720K
T IEHEE LT,

2011 AFORAARKESFEANT 3 DO RKTFHRELRBSATD U A 7 |2kt LB 8 5.
222 EnbooTz,

I, BERARD 106 2 » HOMTIZH A0S, X—F UK TE L, DF0ESNT
HERRA DT AT T 4 v 7 VAT MU D L T2 EnbooT-, =
DIIFTERICSCT D0, TORPIHIFEH & LT, 1) HERHREH0 B CEARRII AR
72BNz by 2) KEK Y A7 BEEE(L LT2 2 LIS K> THIEEARBREREA DO 7= H D/
PRSI L 72 5 KSR OBGEN NN 2 = & & FAA TERRBZ D4y B U726, B
HEORTISH R S 1T DEN X & L= Z L Enbif Hivd,

212, —MUFBER CTE RN _—F OEMPEIOREZI T 7203, TAUTRERIZ X -
TRELSBILTDZ L1d7eh Tz, ZHUSx L, =% OFalfd 250 S GREE) [3RMEC
WL, _=2ZDHEDODRTT 4 VT 4 REE T, =2 OB bE R IREEFE DR
FEEDSICA B2 AT Z LN TERD -T2 L b TERD L, X—FTDY
DOOIAUTENTIRED D L= Z LI L Db DTHD Eiam St Z emTta ko,

5312, 1995 FEOBAMAIE ARSI T, BIEEFEEZIT->TD 3 th & Llkaligse, )
g, ZHER, BV v 30D 3FHTOWTHER TR B 220, RO XD Ze s a A
MM UTz, 1S, BREHZEOR—Z DK N IHGMEETRONT-HLOD, =4 sT
VA, RS v X TIRFE A EE L Lotz 55210, N—F OEHIEE), SEE
JFET DS, R—=F OPESFHROWVTNHESRITTE A EWEL 2 2ol D, FE
VATRT A v VAT IS HMER LR v oS THINE LTS, B BT EED
ORI Z R Z LI TE 7o,

RESITHEFERRSHEO U 27 ORE 0582 5.2 2,7 20 FERINAE U2 RO RES
I HERRSDOL AT~T 4 v 7 VAT T 4 w7 VAT, Bl o
T iz Tz, L L o7 B EBAROER & 2 eI 27 B EARRKI S,
FDV AT e~y VT HIEINTE, BREDOEADETHIENTEDHEEZLND, B
2% 20 FERNC R B RO KES OFBRZEEE 2 572 DI MR Z D Z L3RI c& 72 Ll
TE L,



41

Moral Hazard Premium:
Valuation of Moral Hazard under Diffusive and Jump Risks

—fRE R
o
MR R

We provide an equilibrium asset pricing formula under moral hazard, ~ which is defined as a
firm’s change of measure that is incontractible, on the assumption of a power utility function and
an endogenous riskless rate. Moral hazard distorts asset prices by (1) moving the market price of
diffusive risk in the opposite direction to an investor’s marginal utility, (2) amplifying the market
price of jump risk, and (3) stipulating a positive premium, called a “moral hazard premium” in this
paper, on the riskless rate.

Thus, the risk-free rate puzzle, which was explored first by Weil (1989), is further exaggerated
under moral hazard. Financial markets alleviate the allocation conflict caused by moral hazard.

JEL Classification: D51, D82, G12.
Keywords: moral hazard, asset pricing, diffusive risk, jump risk, riskless rate.
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Empirical Analysis of the Hold-Up Problem in Debt Financing: Evidence
from Japanese Listed Firms

I

—ERTFRIFE EARZE

d

We provide causal empirical evidence that, even among publicly traded firms that
seemingly suffer less severe information asymmetries, some firms experience hold-up
problems in debt financing. Based on the prediction in Rajan (1992), we examine how
changes in the ratio of short-term bank loans affect firm leverage and investment
behavior. We confirm that, while bank-dependent firms face reduced leverage and
investment as the ratio of short-term loans increases, firms with access to the public debt
market can mitigate or offset these adverse effects. This finding, consistent with Rajan
(1992), suggests that, as many Japanese firms lack access to the public market because
of the absence of public debt issuance under the BBB rating, even publicly traded firms,
no matter how large or well known, face potential hold-up problems in their relationships
with banks. This paper's results help explain why firms without access to public debt
consistently have lower leverage than do firms with such access and provide possible
reasons for the phenomenon documented in the previous studies.
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Bank Relationships and Cash Holdings: Evidence from Japanese Firms
RiRRy: FHE

This study investigates how firm—bank relationships affect corporate cash holding
behavior. Using bank relationships and financial statement data for IPO firms in Japan,
we find that firms with a competitive bank loan structure and long-term bank
relationships hold more cash. In addition, we find that firms with less concentrated bank
relationships have a higher propensity to save cash. The effect of bank relationships on
cash holdings is greater for IPO firms than for large listed firms. Our findings suggest
that heterogeneous firm—bank relationships and informational asymmetries are
important determinants of a corporate cash holding policy.

JEL Classification: G21, G31, G32
Key words: bank competition, financial constraints, lending relationships, hold-up problems,
refinancing risk
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Heterodox Perspectives on Islamic Prohibition of Riba and Gharar
Towards Transcending the Trend of Financialization

SEARER T T ORNAERT: RER
=RXURY TaTnv 7

The paper aims at linking three prominent issues relevant to the financial world
today — the mounting level of financialization, heterodox perspective on functionless
investors, and compatibility of Islamic principles to heterodox thinking particularly in
regards to interest and uncertainty. Examining the vast array of burgeoning literature
the paper argues that the trend of financialization in the capitalist countries has created
a new class of capitalist with huge accumulation of wealth ensued merely from financial
transactions. Income gap between the rich and poor has widened which is at odd with
heterodox perception of equality among social classes. In the Marxian and Keynesian
traditions, there is little room for functionless investors to expropriate surplus earned by
working and entrepreneurial classes particularly through financing means. We find
Islamic prohibition of interest and uncertainty compatible, to a good extent, with this
heterodox thesis. Islam does not allow rentire income from interest; rather it encourages
profit and loss sharing financial contracts so that uncertainty involving with the future
income is shared by contracting parties.

Keywords: financializaiton, heterodox economics, Islamic finance, interest, uncertainty



47

BRu o7 ORITHIEIZ DU T
—BRSER DIEE —

PROERE:  HLATRERD

a7, WEEOELSE, FMCKEZ 13 U & 2K EOREIEZ 2T T D, R THAeR
HEDSEEC, MESONL—T )V FIEOEEER ENZ D, & ZABRBURD a7 &bl
IZDWTC, BRI TRREOHMFEROLEL LS, < O8FEE I, FEA AL TR
VY, FZCARTCIEL, VEAREERTR OGRISIEEORNIE, v LT PR TR HI A D8 T
DG, SRR DD TEEARMERE D B 2> TRz,

ek, v T - BRROSUTHIEIX, £/ 37T a7 WU I HIEICBIT LTI S
iz, HENCa LT T, TAN 7 (VHEEZFEY DD S BRI T3 ) U T2
R snaHC, P TE P REMTO RIS o7, L LERSM TOSERERARI ZH\
THIEREICBOTHERRITH Y . SRECROSTEBH L B2 5 b TS Z LIiE
HLUZV, Fio, SREEREZD & 1ERIT. ZOHBANOLEEYT & g TIo )T
2 HNTE T, MW IMF OfasC T, [EES T, FNEREMT, BRI T, /IR
SR TIPSR LTS, FEDNS ZDIE 9 DNERR AR L0970,

L BRI & o T OEREERIT. HHTOY = 7 RO TEV Y, BXZ 90017
DOERFERED 5 B, L 5T CREEREED LI A S, 7 20 17 CHAEREDLERT
<EEDTND, AT, i FEICIEHARDGHOBHSEEAS ST 7oV EASKE L)Ffi-
TRWERIREEE B D, FAIBIE, B CEARE E < G EOMEND T, SA72 A RiksE
WEFENDEHRZD, TEEMTIX, BAMTELH LU EORIERENRE VT —/L47
DREDTESIDN, THEERD S B CTHNENS OB SR> TW5, XM, i
A7RBCIE THIT ORI /1% [ L CNA D3, BCCIIITES TSI SR 0 < &2 T
TIEENTH D, SEAZIHER L T2, 5 - Bt L2525, THEENHLHE X T,
TSR &V D L0 BAEFOHEAT & U TEREE L TV AIREMED & D,

AL 25 7TH 720 FTOMYTEMN &AL & BITHR EONESROSRERENIZE A LT, —
B, BRIEROSITH 8D &V TEHIBIT 0 5, 2007 H05 2012 - E TOE LE LTE, =
UTREEMTE v v DT TORIENEIZ O N, IS T, VIB, A7 v M THOAE)
D II=17TCThbd, ZO=4TLa T TREERITHBHEO a7 UK TEV 2D, FEFEED
5D EBU X 2&8mHRIT. Zhbaaien s 7 IR TA25RETDH Y 7 7 A F 2 ADH|
[RCHD, ZOm, 7T AU LDHHFREITER DL RN/ > Tnd,



48

RUF o —7 7 A F 2 ADOBFMETPO Bt EDT —F T L5500

BRI R

AFalE, 2008 £E0 5 2013 4RI TPO & He7- LT-%ED 9 5 IPO BlC_F v —F v X
b (AR, IVC) &92) WoHEEZT QDT —4ty 2T, VC ITk5
PEBTARZEA~DOEEHE (VC OFFS, FETE) 12OV TIHRGE LT, ENOSA TR,
T—H Ol TPO BHZIZISIT DT LT - 72720 AR & T 5 &G
RE D TPO 95 £ TlZBIiT 5 VC IZ L A G AR EDB Gk /e EHHRE T X Aelpo T, K
FEClk =—r 27 —% % v FAFIH LT IPO ICE S £ TORERNRIHOWTHEFE T 5
ZEERROEPE LTS,

AARDON T v —EE ORI T2 &, BEERRITT AU &g LT 20 550 1
FETHY, 12077 ROWEZLHEGK 8 73D 1 FRE L W ToRblucdh 5, —o—
DDT 7 > RN KE DT TR 2O E OB E&FEIT LT, 25D VC 2
HEITERET D7 —2ANRE, VO ITHIFFSNDEEI L LT, BEMEOE OIS
BIRBIRERE LB % 7N AA L AR AR U TR DR R 2T SHBEREN H 1 . FDRRIC
HLLEZRARE A D) O Y — RVC TH 5, HFETHRETHHAITIE. UV — R VC 2%Ex 72
NG ARF TGN 2 b L TR ONEN AR D, bbb, fEN
U— R VC ZH 9 N LW BEOREMIZZENE LD EEZNDHDTHD,

AFEORREOFREFIZ UL, BE DT LAl G2 58 L LT, IV —MEE
[ZOWTUTZEDREDFEHES LT VR, S —MEE DRSS DT DI BB &
2 ONDBEE AR BT DAEROIA S, AL SHRD NS T A TEN Z D703
STUVRNEEB Z DD, BTG DO TR, ZOMEDFFES I TODENZ D, Lo,
V2 ATV AN VC O TUIBEEDAFEM C~ AT AD R TODZEND, Ayl
AN VC % 0N B D3t M UBRsD CETZRTREME N W EE 2 B,

Key words- <> F v —F ¥ B X)L, NXoTF v —pFE HEHE



49

BREBAIC & D T/ IMESEOMBRHME R B 51 S

VBB R AR LlnE

JEE SN L C BAREE DRI/ IMEZEN R T L CETRENTIRE L, ARV TH
RR C HBGRA DRI T, ISR OA NG AR A D T2 OPEHEN72 T — Dk
FiExD>g7evy, BIE, HVIMEZEE, AOORINIfE O NROIKT, 77 L ORI X
DRREBHRIIRLL AL QD DL D 7RBREE P AHVIMEEEDN, AL, K
£ - BETHDITE, 28 LB OMERFSEEIC /Y | SRR i T MeZEl okt
T DR FEREFHI A8 L, USRS RO HiID & L BIT, BRE MK T LT
HHUIMBETRI LT, 2 LT ¢ U T REREDFE IR S LT D,

LREERE I T M SE D FERE A T DB WA R, KR U CE BRI & e R
S ND, TERARHIL, T T —2 26800, Sikb3EOMEI & m =
BRI T o T2 L e 5 2 L7 BIC X VAT D, — 7, EMEAORHI S, B
RINGH LSRR OREEIR, BIITRREEOEE, S, el a, BIEoxt
AL GHET 200 Th 5, SRR T/IMEZEA R « BRI SRR 25
THIENEETHDLN, AfL, EEARHN, FHUEGHIICEREZSL T b TH D,

SRS IMEEE T D A LT o v SRR R SR I T B IR, oA
& LT, BEEOEHE ATREM ORI PIc oW, FUMBEE L B RO A KD 2 L AW
/2D, LU, BIFE, SRRSO TO D% < OB I EL, SREE 2 TR,
FRZRRIA Y E e m L LT, OEROMEBSTHIAEZDOWTI, ZORHMIOFE R % BYET 2
T, B ERRRORE N AR DENEN L. @R AT U ST IS
THEIZOWTIE, Uik ORETEMTTHY | A% ED X ) iR EUeEEZ LB LT 5D
MEFANORES 72V & 2 LT, @Rk L7-OQ@o ks b, HvIMBZEIZBIT DIHE<e
DRI R A E 2 72 ECURAMEERAMNEEZ FIZED TN ZEHEE 2o TN,

AFEL, Bk L7z 3 ASOFREIZ OV TR L, MiZBEOfIFE Y R 7 AR EUGER L kbt
S TG ZAT 2 D HEEIRRT 5, #5110, 1ERE TR SN TV D MM 1%
& Z DB HOWTEHET 5, 3212, F/IMBEEICRIT D5 oai O Bm IOV TR
95 LI, MEHERICH SN AEER B0 RIS, EE Y A7 BT
EORREE CIHMECE 208E T2, 312, OO T, STERDER
DBESRIZOWTRHIEHT 2 & 3T, FIMeZEoREniiinz Y b3 2 5saHl ik 2485
T 5, BRI, TEEIAEDORHI L A HDOERIZONTRRD,



50

AR = b s S misE RS =

BEPUSNERERS: i TR

HRRA Y, 7 r— VbR LT « N EE RIS, HEEZED TS
Eh)MEENNAE LT2IRREDSBEV YD, FATEIT DN T G, [ENAESERER - A D RIRERFITT
DT T-HlEBIER A O LAuE, AR e, FUL (FRREND Z & Tiddh 5
ELITHUFEFTREVEER L 2o TS, ZHUL, BRI EIC b K& A X7 v &
7267, & UTKAPHTERLISM O HIE N N CREE 2B o NS ArRa T, 2 SERaPH ) R
WCHDINTICRE I BAE D LHEERIND,

TERDOHIBBRN BT 2 00713, HUB e Rt A BT 2 2 L < PR
KREL T =X AT LEGMBER T0EEERE L, SO REL 7 a7 474
PERE S 2 VN CRYE IR ATIET 5 2 E R Th -7, UL, 2EOLHIEE > —
BU D r—ADFALETHY . = 9 LI JFE TSN T 5 N DI 23 SR = 2
ET AT 5 2 ST LV, ZOBRY TARRD & SRl BT A28, Ri25ass:
THFEETONTORIECH D, ARWEIL, HulslE 2558 Lo o2 -t & 24t
BEREZ RIS L L, & UTIEEBCE 2 HPINCBEET 5, £ LT, AR E U ComtiEd
FRENCED X D 785 T T ODERRET L, VA T NI e Srhisad 4 i 2 ik g
Bl AT LOIEY J5720 LEFRO A5 2 T,

Z O, BUZAREERRE & AERTERO N D) & ORROAZRY H LT, iE
DEIRE UT-BRE T = v 7 T HDITHED | BRI Z 2 5 Z L3 Ly, [
L ARXT, RERENE SEE A R L QW AR CEORED A O TR SN D
D, AIHEERIE T E D X 5T 50T H Y . FAUTESRIE A HICE 2 T 2
EDREL L 70D, ARHRETIL, AR 72 0 N O D5 8% | EERCE ) D AT
MOISEL UTIRZ . FhE 1 D0k L Lo d 5, 29 LIEFREZHWS Z L2k - T,
ATHRSESIA) NV E S b 35 Koo N D8 ) DR % EORRESZT DONEIEZ D Z L3 A]
BL 70D, ANEHE TIIENEEEE 2 T, @Rkl & I/ IRk SRR, <
I LIEFREIZED I ITIGE L THDD0, & < ZIEEIRCE %28 2 T 5 AR e 23
UEEL TWDO0 72N LEHIBNCATHZ 5 LIZHIEIEFRETH 2 Dhve ElZ o Clis
T 5,

AL, HUGTEO SRR B 2 x5 & 503, & I FRMERERERSI >V ¢ 2
DRIEKR AT 5, € LT, - THIEERL A7 A8k E LTOIED FEZ BT
<o



51

BOFTHEEEC LA

%

:
>l_
t
2
¥

&3, NEELWE Th 5, BIED & 5 8@ EHll R 2802, @l3EEE 0 0T,
19 ZLIE AN 2 2 T& T, $RE & BT, B L7  EALE LTV DEED
PHENHEE L L CEERGR Tho7o, — T 1920 ROSANHI~DEIFIZTEE b
726 & ot bbb, BEOSRRY FAGANHE#T 5 256D 2| S SRR
B LTI, REMESHERUCE M LTz &9 H VR &2 bivbiuda LT,

BIE, BIZIMEREE « 2T L O SRR 0V, VS CTh o 7RI, 4
RDZ LN E, A7 (F7L) BHATEOEE IMET (BR) §2, T7hbb, A
Y7V (FT7V) RRCEDMEHET (ER) 7560D7T, £ 7L -~y I3 oTz,
LML, 197T1ED=2 V ira v 71280 RV & ORN)ME 1 KU TLIREIE, Sk H il
PLEIZ EAF 27084 7 VITHROE 72 & RGE L 72 o T D, Eiz, filfEfsFB & L
TENZAL, L VEEE CAEBENOESLOFIECHLH D, Fio, FEOTRGYT
DMEHEFEPEL L CaERA L TRY | [EREET AT AIBW TN E B —EDRE%
RIZLTC0D, ZOL DI EZTT 4 7 (& LTS, EOMsI I |
IZEDRESN TS,

IET 4T 4D 2000 FFERITITV - TUARE, eiaint)  (inancialization) L CuM5,
T 4T A 1IEK, ZOEBIOTEREEIRNC K > Tl AR S, BReGCoEs: & OFETE
FRNESNTE T, ZINHES SLPLFRED IET T OIS =l L. BRIEE &
DOBHFHIRE > T &z, ZOYRIUITET 4T 1 « A 2T v 7 APEEOYER & YFEFHLSL
DA X 2B WERD B D,

A ClE, BoEOTHMEEDOEL A E 2. SIS DUV TREEZTT> 72, 2000
RTINS T BAIEIE E CAERENSELS 72> TRV | ZOERITITE~DRETZEDE
K32, /NABEZFIZOWTIIA B30 OFFEEHRE L 725 T T, SMliE2S EA-3ude:
DOFFEDPHNINT 2 &\ BHRDBEE Th D, — 7T, BIXFE i d DU NIESER L e LTz
TERHY ., A > FOHEOREREIIINOOFEA R I TE T, Fi2, FEOFR
SUTERIRL L TATE 2D FOSLBENWFEALEETS Lo o RE R (b o7,
S EESE 2 VECM (vector error correction model: ~X7 MGEEEFEET V) 12X 55
WrafTipotfEgic ut, OEIICE, SMEOEENIZnH S OB L > TREL
HESNTNDZE, @—FHT, 1FEBORWA/ U THIUR, FEfififh « FEEROFENE
PN E BB LN SR & 70 a 1,07 & OF Y TOATEH] - IEAIZE Iz b
INTHART I ERE REEE 127202 L b oTz,



52

Management Buyouts in Japan

A (R
NILRE Y9y AR

We examine a sample of 54 management buyouts (MBO) in Japan from January
2001 to March 2009 and document an average buyout premium of 49.0% and a
post-MBO investor average return of 54.6%. We find no evidence of operating
performance improvements after MBOs in Japan but MBO firms do sell off significant
amounts of assets post-MBO. The median equity ownership of pre-buyout managers is
29.36% increasing to 59.82% post buyout. Our MBO sample firms have high equity
book to market ratios compared to industry and size-matched control firms indicating
that MBO firms are undervalued relative to their peers. MBO firms have higher levels
of stock repurchase activity in the years prior to the buyout compared to control firms.
The evidence suggests undervaluation and not the reduction of agency problems as the
motivation for MBOs in Japan.
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Why Do International Stock Markets Co-move? Evidence from Accessible
and Inaccessible Stocks in China
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Bank competition, Ownership Structure and Risk Taking: Evidence from
Japan
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Are Bank Mergers Good News for Shareholders?
The Effect of Bank Mergers on Client Firm Value
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This study investigates the effects of bank mergers on client firm valuation using a
matched sample of main bank—client firm data from Japan. On average, client firms of
merging banks lose equity value around announcement of a merger event, but there is
significant heterogeneity. Equity value losses are significantly larger for clients of the
target bank in the merger. Size of the merger also matters, and client firms of banks
merging into a mega-bank experience significantly negative losses of equity value than
client firms of banks merging into a regular-sized bank. These negative effects, however,
disappear following 1 year of announcement. Health of the client firms and merging
banks do not seem to matter in the short-run, but unhealthy client firms underperform
than healthy client firms in the long-run.

JEL Classification: G14, G21, G34, L14

Keywords: mergers and acquisitions, event study, bank, bank-firm relationships
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Asymmetric Exchange Rate Pass-Through in Japanese Exports:
Application of the Threshold Vector Autoregressive Model
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This paper employs a threshold vector autoregressive (TVAR) model to analyze the
asymmetric behavior of exchange rate pass-through (ERPT) or pricing-to-market
(PTM) in Japanese exports between the yen appreciation and depreciation regimes.
Exporters typically set the export price and quantity assuming their own reference
(break-even) exchange rate that is periodically revised based on the information on the
past and expected future movements of exchange rates. This paper developsa new
approach to the exporter’s reference exchange rate by estimating the time-varying
threshold based on the exchange rate level. Employing the estimated time-varying
reference exchange rate as well as the industry-breakdown data on export prices, this
paper first distinguishes between yen appreciation and depreciation regimes for each
industry. Given such an industry-specific difference in exchange rate regimes, this
paper investigates whether the Japanese exporter’s pricing strategy is
regime-dependent, that is, whether the pricing strategy differs not only between yen
appreciation and depreciation regimes but also over time. It is found that the degree of
ERPT (PTM) is smaller (larger) in the yen depreciation regime up to the end of the
1990s but becomes larger (smaller) in 2000s. An increase (decline) in ERPT (PTM) in
the yen depreciation regime suggeststhat Japanese exporters tend to lower the
yen-based export price and fail to fully exploit foreign exchange gain in response to the
yen depreciation, likely due to the deterioration in export competitiveness as well as
growing intra-firm trade.

JEL Classification: C22, D22, E31, F31

Keywords: exchange rate pass-through (ERPT), pricing-to-market (PTM), threshold
vector autoregressive model, Japanese exports, yen appreciation and
depreciation regimes, time-varying threshold
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Informal financial intermediation, widely characterized as shadow banking, has
developed rapidly in recent years in China, accounting for more than half of the financing
of the real economy. The rapid expansion of shadow banking in China is the result of
financial innovation(s) enabling the procurement, investment, and intermediation of
funds amid changing circumstances and policy environment in the country. While the
rise of shadow banking in Europe and the United States is the result of the use of asset
securitization, in China it has complemented the function of traditional banks as credit
intermediaries, which weakened mainly due to restrictive monetary policy and tighter
financial regulations.

This paper analyzes the institutional factors related to the formation and
development of shadow banking in China by comparing it to the development of shadow
banking in the United States and Europe. It examines why the shadow banking in
China has taken off since the advent of the global financial crisis. It also identifies the
potential risks that the rise of shadow banking poses to the nation’s financial system and
discusses its implications for the institutional design of the financial system in the
foreseeable future.

JEL Classification: G21, G28, G00, 016, 053
Keywords: Chinese shadow banking, informal financial intermediation, institutional
design, China’s financial system
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Currency Substitution and Monetary Policy Effects:
The Case for Latin American Countries
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In this paper, we empirically investigate to what extent currency substitution
transmits the foreign monetary policy shocks to the domestic countries and evaluate the
central bank’s response to real exchange rate movements in three inflation-targeting
Latin American countries under currency substitution: Chile, Mexico and Peru. Our
model is based on a small open-economy dynamic stochastic general equilibrium model
that incorporates currency substitution and incomplete financial markets. We derive a
tractable model expressed in terms of the output gap, the domestic inflation rate, and the
real exchange rate gap and estimate it using Bayesian estimation techniques. Our
empirical results are as follows: (1) The degree of currency substitution are higher in
Mexico, while negligible in Chile and Peru, which reflects the slight differences in
parameter values capturing the preference for domestic currency among these countries.
(2) The estimated coefficients of the real exchange rate gap in the monetary policy rule
are high, meaning that the central banks in these countries actively respond to real
exchange rate movements to diminish the unpleasant results of real exchange rate
volatility. (3) Domestic monetary policy influences on the domestic economy through the
real interest channel. On the other hand, foreign monetary policy affects significantly in
Mexico, while insignificant in Chile and Peru. It means the potential instability of
currency substitution in the sense that the slight changes in parameter values capturing
the preference for domestic currency alter the degree of insulation from foreign monetary

policy shocks.

JEL Classification: E50, E52, F32, F41
Keywords: Currency substitution, DSGE model, Bayesian estimation, Latin American
countries
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The Role of Bank Capital Requirements in the Propagation of Monetary
Policy

R R

This study uses a dynamic stochastic general equilibrium (DSGE) model to
investigate whether the principles of the Basel III regime are countercyclical as it
uses a countercyclical buffer to respond to high levels of credit growth. Specifically, in
the model presented, banks weight their risk depending on the probability of
entrepreneurs and impatient households defaulting, given the existence of credit
growth and accumulation of capital. The findings presented herein imply that
contrary to Basel II, the principles of Basel III are countercyclical. As Basel III
requires accumulation of capital by banks in recessionary periods and liquidating
bank capital in boom periods, if the central bank increases the policy rate, Basel 111

suppresses the degree of economic recession.
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Macroeconomic Analysis of Relationship Lending

LR I

In this paper, we incorporate relationship lending into a new Keynesian
dynamic macroeconomic model. The relationship lending is a lending activity that
stresses a relationship between borrowers and lenders in making a loan contract. We
found the following results: (i) relationship lending can lower the equilibrium loan
rates, (i) relationship lending becomes more effective as entrepreneurs are more
risky, (iii) relationship lending plays a role in decreasing the degree of financial
accelerator effects. Finally, we demonstrate that bad news for entrepreneurs can
generate a recession and this recession becomes deep when a strong relationship is
hard to be established.

JEL Classification: E32, E52, E62
Keywords: relationship lending, DSGE model, financial accelerator, fiscal policy
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