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Banking Network Amplification Effects on Cross-Border Bank Flows

Faculty of Economics, Yamaguchi University
Shugo Yamamoto

Abstract

The global factor often referred to as the volatility index (VIX) is said to be the most
important determinant of cross-border bank flows. Contrary to established theory, we
investigate the spatial amplification of the network origins of the aggregate fluctuation
effect on cross-border bank flows. Results show that first, amplification effects from
networks of core—core countries can explain a large share of global shocks, which will
replace VIX. Second, because the US is located at the core of the network, the US
amplifies shock originating in other countries. Furthermore, monetary policy shocks
originating in the US have large amplification effects not only the US itself, but also on
the rest of the world. Therefore, domestic shocks apparently propagate throughout the
international banking network, affecting other countries, and generating a sizable global
factor.

JEL Classification Code: F30, F34
Keywords: Core—periphery, Global factor, Spatial effect, VI
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Regional Inflation and Consumption Behavior

University of Tohoku
Jun Nagayasu

Abstract

This paper analyzes empirically interaction between the inflation rates across regions
using consumption data on services and the geographical location of regions in Japan.
The service sector has been expanding rapidly in terms of its contribution to the total
economic activity in advanced countries, and further demographic changes have
accelerated its speed in Japan over recent decades. After providing a theoretical
relationship between regional inflation and consumption of non-tradable goods, we find
evidence that different consumption patterns of services across regions explain
heterogeneity in regional inflation in Japan.

Keywords: Regional inflation, non-tradable goods, services, demographic changes,
spatial models
JEL classification: F3, R1, E3
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Board of Directors and Bank Performance in United Arab Emirates

Institute of Developing Economies
Jun Saito

This paper is for an empirical work about the corporate governance of the financial
institutions in United Arab Emirates (UAE). The purpose of this research is to analyze
what influence the structure of the board of directors has on the performance of the
commercial banks in UAE.

To examine what control in the Board of Directors by a particular family effect the bank
management, we estimated several models where dependent variable is ROA or ROE,
independent variables are Board of Directors variables and control variables are bank
management variables.

As our estimate results, it considers that the Board of Directors are partially effective
functioning on corporate governance in the UAE banks. Our results show that the
control of the bank management by ruler family has a good effect on bank profitability.
Our results conclude the possibility that directly bank control by ruler family through
Board complement the inadequacy of corporate governance system in the UAE.
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Ownership and Capital Structure of Pakistani non-Financial Firms

NEAERT T RHERT: K R
SEAREET T RERT: REFREE v a T AT s =

Despite very significant discussions in the literature on the relationship between
ownership structure and capital structure choices, less has been done to investigate the
mechanism of the relationship. This study aims to contribute to this controversial
argument by examining the impact of internal ownership (managerial ownership) and
external ownership (external large shareholders / blockholder) on corporate financing
preferences using the cases of non-financial listed firms on Karachi stock exchange
during the period of 2008-2012. We shed an analytical light on their capital structure
choices under different ownership patterns, particularly looking at the proportion of
managerial ownership and the presence of large and dominant external shareholders.

Our results suggest that the external ownership has a significant effect on
financing choices of firms in accordance with the presence of blockholders who may
retain relatively strong corporate governance power. On the other hand, the internal
ownership has a complicated effect it shows significant positive relationship to
leveraging in the cases of firms with lower proportion of managerial shareholdings,
while it shows negative relationship in the cases of firms with a certain higher level of
managerial ownership. Besides, the combined analysis suggests that the presence of
blockholders negates the impact of managerial ownership on capital structure. This
implies that the presence of large and dominant shareholders of Pakistani firms, due
partly to weak institutional and legal framework, may have caused a bias for debt
financing in order to protect their voting power and returns on equity.
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Oil Price Uncertainty and Inflation Dynamics
FRGHEARY BR 5L

This study investigates how oil price shocks affect U.S. inflation. Previous studies
employing conventional structural vector autoregressive (VAR) analyses assert that oil
price shocks have little effect on U.S. inflation. This study performs Engle and Ng tests
to 1dentify oil price uncertainty, defined as conditional variance in forecast errors of oil
price changes, and examine whether oil price shocks have asymmetric effects on
inflation allowing generalized autoregressive conditional heteroskedasticity (GARCH).
Employing GARCH-in-mean VAR, I demonstrate that inflation responds substantially to
positive oil price shocks, while it does weakly to negative shocks. This finding implies
that oil price shocks affect inflation asymmetrically. I also show that oil price
uncertainty may amplify the inflationary effects of positive oil price shocks. Thus, oil
price uncertainty may be a determinant for the asymmetric effects of oil price shocks on
inflation.
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Revisiting the Fiscal Theory of Sovereign Risk from the DSGE View
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The Number of Bank Relationships and Bank Lending to New Firms: Evidence from
Firm-level Data in Japan

AL BRFERFRE KREEX

This paper examines how the number of bank relationships affects bank lending
to new firms using a unique firm-level panel data set of more than 2,000 unlisted small
and medium-sized enterprises (SMEs) incorporated in Japan. The theory of winner’s
curse suggests that more bank relationships reduce short-term borrowing for new firms,
and the theory of free-riding indicates that more bank relationships increase long-term
borrowing for them. We find that more bank relationships reduce short-term borrowing
for new firms. However, we find no evidence that more bank relationships increase long-
term borrowing for them.

JEL classification: G21; L.26; M13
Keywords: Multiple bank relationships; New firms; Short-term borrowing; Long-term
borrowing
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Can Agency Mortgage-backed Securities Function as Liquidity Buffer?
JUM KRR B e FRIASC

Abstract

The deterioration of market condition of mortgage-backed securities during the recent
financial crisis can only be partially explained by the decreasing credit quality of the
particular assets; moreover, the disintegrated mechanism of market participants’ role as
liquidity providers is another factor which will affect the market stability. In this paper,
I develop an empirical analysis on whether agency MBS can function as a buffer to
funding liquidity shocks before, during and after the recent crisis and the implications
on how banking institutions failed to provide liquidity in the market of mortgage-backed
securities. The results imply that the collapse of liquidity buffer can undermine liquidity
provision in banking system.
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Evaluating Unconventional Monetary Policy of Bank of Japan:
A DSGE Approach
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Estimating currency composition of China’s foreign exchange reserves

—HERFRTFRE W
FRALRIEIRS: Al

Abstract

This study explores the latent currency composition of China’s foreign exchange reserves
during 2003Q1 to 2015Q1 through the Constrained Least Square model with bounds
conditions. The empirical results present a mixed picture of the diversification debate.
During the European sovereign debt crisis, the national credit of some developed
economic entities degraded repeatedly. The loss of China’s foreign exchange reserves due
to the fluctuations in exchange rate and asset yields become inevitable. We decompose
the foreign reserve change into two parts: net purchases of foreign reserves and non-
purchase changes of foreign reserves, by virtue of Balance of Payments and
International Investment Position. The results show that China maintained a relatively
stable currency composition during the period from 2003 to 2009, but then decreased the
euro share and meanwhile increased the share of other currencies such as Japanese yen,
Australian dollar, and Canadian dollar. That is, China tried to diversify its reserves out
of euro into other currencies to reduce the negative effect of sovereign debt crisis. Our
results suggest that China still took the U.S. dollar as the dominant reserve currency,
and began to pay more attention to its major trading countries’ currencies. As of 2015Q1,
China held about 63.6% of its reserves in the U.S. dollar, 19.6% in the euro, 3.4% in the
Japanese yen, 5% in the pound sterling, 2.2% in the Canadian dollar, 2.0% in the
Australian dollar and 0.1% in the Swiss francs.

Key words: Currency composition, Net purchase of foreign reserve, Non-purchase of
Foreign reserve
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Effectiveness of Monetary Policy in Economies in Democratic Transition:
Evidence from Tunisia

Brahim Guizani, The University of Tunis

Abstract

This paper aims to contribute to the meager literature on monetary policy effectiveness
in Tunisia especially after the revolution of January 2011; a period during which the
country entered a delicate democratization transition. On the basis of a monthly data of
several macroeconomic variables during the period from 2000 through 2013 a Vector
Error Correction (VEC) model is estimated. The VEC-generated impulse response
functions show that the monetary policy stance, as measured by the short-term interest
rate, has become increasingly more effective on real output and prices during the post-
revolution period; i.e., (2011 — 2013) than the previous period; i.e., (2000 — 2010). The
variance decomposition analysis not only confirms these findings but also points out an
increasing role to the real output in price variation during the political transitional
period. This might be attributed to the increasing volatile environment that
characterized this period, which perturbed the aggregate supply and exacerbated the
aggregate demand. Another no less important finding uncovered by the model is the
amplification and acceleration of the exchange rate pass-through during the transitional
period with respect to the pre-revolution period.

Keywords: monetary policy, Vector Error Correction Model, impulse response function,
variance decomposition, Exchange rate Pass-Through.

JEL classification: E52, E58
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The International Use of the Renminbi:
Evidence from the Japanese Firm-Level Data

FEBERT K NET
MUEESLRY: Vel HE

The use of the Chinese renminbi (RMB) is said to have been increasing in recent years
for trade invoicing, due to active promotion policies by the Chinese government.
However, only patchy information has been presented in the literature on the use of
RMB in Chinese trade. Since China plays a role of regional and global manufacturing
hub and foreign multinational companies (MNCs) actively operate in China, it is
necessary to investigate to what extent MNCs use RMB for trade invoicing especially in
their intra-firm trade, whereas no empirical evidence has been presented.

Utilizing the firm-level information obtained by the large-scale questionnaire surveys,
this study presents a new evidence of the use of RMB by Japanese MNCs operating in
China and other Asian countries along their regional and global production network. We
found that although RMB is extensively used for local sales and procurement in China,
Japanese MNCs in China mainly use the U.S. dollar and yen in trade with other
countries. However, we also observed that Japanese MNCs in China increased the use of
RMB in intra-firm trade with Japan. The RMB transactions will be growing further if it
becomes easier for MNCs to conduct marry and netting for their trade settlement.
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New assessment of the Japanese foreign exchange intervention:
A stopping time approach

RGOS ACFRETE

I propose a new variable to assess the effect of the Japanese foreign exchange (FX)
intervention. The variable is the probability of an FX rate reaching one threshold before
the other threshold is reached. Importantly, the probability depends on not only the level
but also the trend and volatility of a current FX rate. When an intervention changes the
probability into its intending direction, the intervention is effective. The notable feature
of the probability is to consider both the level and volatility of an FX rate
comprehensively, on those previous literature examine the effect of FX intervention
separately.

JEL classification: F31; E58
Keywords: Foreign exchange intervention; Nearest-neighbors matching analysis;
Probability reaching a threshold
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Stepping Out of Limit Order Book:
Empirical Evidence from the EBS FX market
Masayuki Susai* Yushi Yoshida**

Nagasaki University Shiga University

Abstract:

Most of limit orders exit from the market without any transactions by either
cancellations or revisions. The EBS dataset allows measuring how long an individual
limit order stays in the foreign exchange market. With the measured lifetime of
cancelled limit orders, we find that, consistent with optimal behaviors of order
placement, post-order-placement changes in market price and the depth in limit order
book affect cancellation behaviors. FX dealers cancel their limit orders faster when
depth at better quotes become thicker. When a market price moves away from their
submitted quotes, patient dealers show more forbearance to their worsened position.

Journal of Economic Literature Classification: F31 (foreign exchange), G12 (trading
volume), G14 (information and market efficiency), G15 (international financial markets).

Keywords: Foreign exchange market; Life time; Limit order; Market microstructure;
Order book.
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	2016年度
	研 究 報 告 概 要
	お 知 ら せ
	日本金融学会 2016 年度春季大会
	受付開始 武蔵大学 江古田キャンパス 1 号館 2F 1202 教室 9:30～
	テーマ：大学における金融教育と金融“論”教育
	B 会場 1 号館 1101 教室
	テーマ：都市における中小企業金融・小口金融とその担い手

	C 会場 1 号館 1201 教室
	セッション：国際取引と国際連関

	D 会場 1 号館 1203 教室
	セッション：金融市場分析１

	E 会場 6 号館 6101 教室
	セッション：各国金融

	F 会場 6 号館 6103 教室
	セッション：中小企業金融

	A 会場 1 号館 1002 教室
	テーマ：FX 証拠金取引の実際と課題

	B 会場 1 号館 1101 教室
	セッション：金融政策・金融マクロ１

	C 会場 1 号館 1201 教室
	セッション：金融仲介機関

	D 会場 1 号館 1203 教室
	セッション：金融市場分析２

	E 会場 6 号館 6101 教室
	セッション：イスラム金融

	F 会場 6 号館 6103 教室
	セッション：金融政策・金融マクロ２

	大講堂
	大講堂
	演題：資本市場の品格とプリンシプル

	大講堂
	会場 50 周年記念ホール（８号館 ８階）
	受付開始 武蔵大学 江古田キャンパス 1 号館 2F 1202 教室 9:30～

	A 会場 1 号館 1002 教室
	テーマ：非伝統的金融政策における手段・枠組みの国際比較

	B 会場 1 号館 1101 教室
	セッション：為替・通貨

	C 会場 1 号館 1201 教室
	セッション：為替市場／金融教育
	(2) Stepping Out of Limit Order Book: Empirical Evidence from the EBS FX Market


	D 会場 1 号館 1203 教室
	セッション：金融制度

	E 会場 6 号館 6101 教室
	セッション：金融史

	F 会場 6 号館 6103 教室
	セッション：中国金融

	A 会場 1 号館 1002 教室
	テーマ：地方創生と地域金融機関の再編
	（準備委員会）
	■西武池袋線「江古田駅」より徒歩６分、「桜台駅」より徒歩８分。
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	提出用地図表４
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