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An Analysis of Securities Market Quality

Using Panel Data
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Professor, Faculty of Economics, Keio University
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As has been reported several times in this newsletter, the Keio Univer-
sity/Kyoto University Joint Global COE program designs, compiles and
analyzes panel data concerning household and firm behavior. In this ar-
ticle, I would like to introduce my research on Japanese securities mar-
kets, which I am pursuing as part of these efforts.

I myself have been analyzing the Japanese corporate bond market for
the past nine years. I began this research because research for the U.S.
securities markets indicated that conflicts of interest occur when banks
participate in the corporate bond underwriting market, and I became
interested about whether the same problem occurs in Japan. With Pro-
fessor Sumiko Takaoka of Seikei University, I am presently conducting
research on the significance and role of underwriters, and on the match-
ing between underwriters and the companies issuing securities.

When firms raise funds on securities markets, this is referred to as
direct financing. There is normally an underwriter in between the com-
pany which issues securities (such as corporate bonds) in the primary
market and the investors who buy them. Secondary market transactions
among investors who want to buy and sell securities are conducted on
the over-the-counter market and securities exchanges. There are issue
prices in the primary market and trading prices in the secondary market,
and the mutual relation between the prices observed on these two mar-
kets is one important research topic.

The securities issued by enterprises include shares, corporate bonds
and convertible bonds. First, let us consider corporate bonds. When we
analyze individual corporate straight bond issues over a given period of
time, it becomes clear that corporate bond issue data is suitable for panel
analysis because even if the issuance and underwriting frequency is ir-
regular, there are firms (especially electric power companies) that have
repeatedly issued corporate bonds, and underwriters (such as Nomura
Securities) which have repeatedly underwritten them.

In both the primary and the secondary markets, therefore, how
should we consider: the quality of goods, assets and services; the quality
of competition; the quality of information; and the fair prices as discussed
in Makoto Yano’s “Economic Analysis of Market Quality” [chapter 1 in
Yano, M. (ed.), The Japanese Economy - A Market Quality Perspective, Keio
University Press, 2008].

Simply stated, when firms issue corporate bonds they receive the is-
sue price from investors at the time of the issue. In exchange, the firms
regularly pay a coupon rate to the bond owners until the bonds reach
maturity, and then they repay the principal. The price of corporate bonds
may be considered as being equivalent to the discounted net present
value of the bonds’ future interest and principal payments, but that cal-
culation ignores the possibility of corporate bankruptcy. If the risk of
bankruptcy becomes high at some point, the discounted net present val-
ue of the bond’s future income stream will decline. While it is difficult
to measure the probability of corporate bankruptcy beforehand, the
common interpretation is that when a firm’s credit rating (AAA, AA, A,

BBB, etc.) issued by ratings agencies decline, the probability of corporate
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bankruptcy increases and the bond quality deteriorates. Econometricl
analysis of corporate bond issue spreads (roughly speaking, the corporate
bond issue yield minus the government bond yield) indicate that the dif-
ference between the spreads of BBB corporate bonds and AAA corporate
bonds is approximately 80 basis points. However, it is difficult to say
whether this differential between the spreads accurately reflects the dif-
ference in risk.

Our analyses indicate that in explaining spreads corporate bond issuee
conditions (issuee price, maturity, the presence or absence of a guarantee)
and the firm’s market value ratio (Tobin’s q) are significant as explana-
tory variables. For example, the quality of bonds with a guarantee (with
some sort of security) is believed to be better than that of bonds with no
guarantee, but the difference in the base spread between the two bond
types is approximately 15 points. Caution is required in drawing any
conclusions here, since there is room for doubt as to whether the issue
conditions and other factors are accurately priced by the market.

Information asymmetry is always a problem in the corporate bond
market. Compared with investors, corporate managers clearly have more
private information about their own companies, but it is not clear how
this influences market price formation and the behavior of economic ac-
tors. First, companies issuing securities are required by the Securities and
Exchange Act to distribute a prospectus regarding those securities to in-
vestors. This ensures that at least the minimum amount of information
flows to investors, but the actual content of prospectuses vary by com-
pany and also for the same company by individual issues. Unless the
Securities and Exchange Act provisions requiring companies to disclose
information change during the period of analysis, there is no way to
measure what the impact this information disclosure obligation has on
markets, corporate bond prices, and investor behavior.

Until the passage of the 1993 Financial System Reform Law, securi-
ties underwriters were limited to securities companies, but with the
Law’s promulgationthe securities company subsidiaries of banks were
also give permission to handle corporate bond underwriting. Subse-
quently, the share of underwriting gained by bank securities company
subsidiaries expanded to around 53% in FY1997. Analyzing the under-
writing commissions and issue spreads for corporate bonds, it becomes
clear that commissions greatly declined when bank securities company
subsidiaries began participating in underwriting syndicates, and that the
spreads narrowed sharply when bank securities company subsidiaries be-
gan acting as lead underwriters.

Comparing issue prices in the primary market with prices initially
observed in the secondary market, in Japan, on average, stock issues tend
to be underpriced (the issue prices are lower than the initial secondary
market prices) and conversely corporate bond issues tend to be over-
priced. This overpricing is advantageous to the companies issuing bonds,
but for investors it may seem irrational to purchase the bonds at the issue
prices. However, there is said to be little liquidity in the secondary bond
market, and this phenomenon occurs because many investors hold the
corporate bonds they purchase in the primary market until maturity.
Thus, as mentioned earlier, raising market quality is essential to address
the pending issue of boosting the liquidity of the secondary market.

When firms issue corporate bonds frequently, we can confirm chang-
es in the selection of their bond underwriters. If the underwriter in
charge of the previous issue was well evaluated, then the likelihood of
being placed in charge of the next bond issue increases. The extent of
mispricing in a previous issue may also influence the likelihood that the
next issue will be handled by the same underwriter. In other words, the
behavior of market participants is dynamic, suggesting that corporate
bond price formation may also be dynamic, and that this must be consid-

ered when discussing of “fair prices”.
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The Ninth Panel Research Conference

December 24, 2009
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The Ninth Conference on Panel Research took place at
the Institute for Research on Household Economics on
December 24, 2009. This conference has been held
each year since 2001 for the purposes of discussing the
various problems related to panel research implementa-
tion and analyses, and reporting research findings. This
year the conference was sponsored by the Global
COE's at Keio University, Osaka University and Hitot-
subashi University, and Institute of Social Science the
University of Tokyo. Our program was represented by
Japan Society for the Promotion of Science Special Re-
searcher Kazuma Sato, who presented research results,
and Keio University Faculty of Business and Commerce
Professor Yoshio Higuchi, who offered the concluding
remarks for the conference.

This year's conference featured six reports by re-
searchers and organizations implementing panel re-
search. In the morning session, researchers from the
University of Tokyo Institute of Social Science and the
Global COEs at Osaka University and Keio University
presented outlines of the panel surveys they are imple-
menting, and reported their research findings using
those surveys. In a paper entitled “Regarding Changes
in Wives' Employment Behavior Before and After a
Husband's Job Loss,"” our program researcher Kazuma
Sato introduced an overview of the Keio Household
Panel Study (KHPS) and reported research findings re-
garding changes in wives' employment behavior when
their husbands become unemployed. Specifically, Sato
reported that the probability of wives' reemployment
rises not only at the time of a husband'’s job loss but
also subsequent to such unemployment, and that the
wives' activities take the form of non-regular employ-
ment and initiating job hunting. In the afternoon ses-
sion, researchers from the Tokyo Metropolitan Institute
of Gerontology, the Benesse Institute for the Child Sci-
ences and Parent-
ing, and Nanzan
University report-
ed their research
findings.

Mr. Kazuma Sato
(Keio University)
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International Workshop of Public Private Partnership (PPP)

November 15, 2009
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The International Workshop of Public Private Partnership
(PPP) took place at the Keio University Mita Campus G-
SEC Lab on November 15, 2009 with Keio University/
Kyoto University Joint Global COE Project Leader Naoyu-
ki Yoshino and Osaka University Associate Professor
Nobuo Akai presiding. The workshop examined raising
the market quality of public policy through the introduc-
tion of private-sector funds, with reports by six domestic
and foreign experts and lively debate among approxi-
mately 45 participants.

University of California, Berkeley Department of Eco-
nomics Professor John Quigley presented quantitative
analyses of the economic effects of green office build-
ings in the United States. The analyses found that while
making office buildings green increases rents, benefits
are gained over the long term from the consequent re-
ductions in electricity consumption and in the volume of
CO2 emissions, and that therefore the construction of
buildings with green equipment is being promoted in
the U.S.

Keio University Faculty of Economics Professor
Naoyuki Yoshino reported that the need to introduce pri-
vate-sector funds to upgrade infrastructure is a timely
issue, and proposed PPP where some funds are invest-
ed by the government with the remainder covered by
the private sector, and in particular the use of convert-
ible bonds with an interest-rate floor, which are attrac-
tive to investors. Mitsubishi Global Strategic Studies In-
stitute Project Engineering Department General Man-
ager Toru Mihara explained the reasons for PPP, which
include growing fiscal deficits as well as the need for
efficiency improvements, project transparency, more ef-
ficient construction expenses and shorter construction
periods. Mihara presented concrete examples from Ja-
pan, and introduced the advantages and disadvantages
of PPP. Stanford University Collaboratory for Research
on Global Projects (CRGP) Executive Director Ryan Orr
explained the concept of PPP in the United States, giv-
ing specific examples in the three categories of (i) proj-
ects implemented by the government, (ii) projects im-
plemented by the private sector, and (iii) projects jointly
implemented by the government and the private sector.
Ernst & Young Shinnihon LLC Senior Manager Toru
Watanabe introduced the privatization process in Japan
to date, including the lack of political leadership and oth-
er reasons why PPP has not been promoted in Japan.
Monash University Faculty of Law Professor Graeme
Hodge introduced the merits of PPP from a theoretical
perspective, and reported case studies from Australia.
He stressed the importance of PPP governance, strate-
gy, efficiency, speed and follow-up evaluation.

Professor Naoyuki Yoshino (left, Keio University) and
Professor Graeme Hodge (right, Monash University)
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The Third Asia-Pacific Forum on Economics and Finance:
“New Challenges of the Global Economy in the Post-Crisis Period”

December 17 - 18, 2009

2009%F 128 17 H - 18 H. HEOHRHBFRZCT, @X
FERFRFRE. BERBAFIO—/VL COE thitfETsE 3@
—RKEFERE - ERT 7 —5 L [SRIBHEOHFRECHT
DICTEHREL] DRES N T4 —SAICE. KR - FEARR
TEIfHZ (& CHOREDEERBEE, fRE. Jv—FTURRSH
LEE. BAKTHU T4 VP REZHEOEFFEZRLTIDIC 3
DDEvY 3V, 4 DONBEDRESN. SR SIFEEHET
BiE HlRU—5—) iEREZITol.

FHREE. [7IT7REMHEOEEL] OBRRNS. FITE
EICLDBRANABBEROEZM ZEHL. TDEENTTHEE LT
[7ITPHBE/INRT v blE] OEANZRIEUfc, |ETIE. <
DERICEIFICEADRES EBIC, FEDK NILEEEDOETE
HEHN S, KDBLVLEE
INRT vy HIEICEITT DB
DEFANERETILEZDY
=alb—YavhiRENc.

PR TIF, BB -
BRIt AR P Y PR
DFEHEREICATHMED
EHOENTED., SBBHID
DHTCOREMEGICEHT SE
BHIE DT - BERIES HMTD
N&FECHD,

The Third Asia-Pacific Forum on Economics and Finance: New
Challenges of the Global Economy in the Post-Crisis Period took
place December 17-18, 2009 at China’s Central University of Fi-
nance and Economics (CUFE). The forum was co-sponsored by
the CUFE Graduate School of Finance and the Joint Global COE.
It was attended by People’s Bank of China Deputy Governor Zhu
Ming and many other Chinese government policymakers, re-
searchers and journalists. Following a keynote address by Uni-
versity of California, Davis Department of Economics Professor
Wing Thye Woo, the forum proceeded with three sessions and
four working groups. From the Joint Global COE, a report was
presented by Keio University Faculty of Economics Professor
(Project Leader) Naoyuki Yoshino.

Yoshino noted the importance of coordinated foreign ex-
change policy among the Asian countries from the perspective of
raising the quality of the Asian foreign exchange market, and pro-
posed the introduction of an Asian currency basket system as a
concrete direction. In his report, Yoshino addressed the issues in
Japan for realizing such a system, and presented a specific theo-
retical model with simulations for a transition in China from a U.
S. dollar linked fixed exchange system to a wider currency basket
system.

The Joint Global COE is advancing research on the designs of
various systems in Asian financial markets, primarily at the Inter-
national Economic Policy Department, and expects to positively
offer analyses and policy proposals in this field concerning the
foreign exchange market in the future.

Q EFRIF "Do Exporting and Importing Increase the Demand for Skilled \Workers?

Plant-level Evidence from Indonesia”

International Department Invited Research Presentation:
“Do Exporting and Importing Increase the Demand for Skilled Workers?

Plant-level Evidence from Indonesia”

December 3, 2009
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On December 3, 2009, the International Department invited Uni-
versity of British Columbia Assistant Professor Hiroyuki Kasaha-
ra to present his research findings, using plant-level data from
Indonesia, on the relation between trade liberalization and the
disparity in wages between skilled and unskilled workers. Kasa-
hara’s research uses detailed data on the educational back-
grounds of Indonesian employees at plant-level, and adopts a
new definition of skilled versus unskilled workers for analyses
which clarify the characteristics at export and import business-
es. Kasahara employs a new estimation method known as the
marginal treatment effect to analyze the heterogeneous impact
of trade liberalization on the demand for skilled labor. This was a
most interesting report which presented the facts from a novel
perspective.
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The Sixth Intematlonal Conference:

“A Perspective of Asian Financial Sector under the Global Financial Crisis”
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The Sixth International Conference: A Perspective of Asian Finan-
cial Sector under the Global Financial Crisis was held January 21,
2010 at the Central Common Government Office No. 7 in Tokyo.
The event was jointly organized by the Financial Services Agency
(FSA) Financial Research and Training Center (FRTC), the Keio Uni-
versity Global COE, the Asia Development Bank Institute (ADBI),
and the International Monetary Fund (IMF). The conference fo-
cused on examining the types of regulation and supervision over
financial activities required to ensure financial stability, support eco-
nomic recovery and realize sustained growth in order to reach spe-
cific systems and policy proposals, and drew financial policymakers
and researchers from all over the world.

The conference comprised three sessions: i)
micro-prudential policy and the business model for
banks in the Asian region, ii ) macro-prudential
policy and policy implications for financial business
regulation, and iii ) Asia’s financial sector reforms:
ensuring effective financial intermediation with
stability (especially raising the quality of the bank
lending markets). This was followed by a panel dis-
cussion with a vibrant exchange of opinions.

Presentation scene at the conference.
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Intensive Lectures:
The Case of the EU (Professor Patrick Messerlin),

“Bilateralism vs. I\/Iultilateralism in a Global Economy:
"and
“Current Developments in EU Taxation (ProfessorGerhart Kraft)"

January 7 -9, 2010
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Professor Patrick Messerlin

(Institut d'Etudes Potitiques de Paris)
and Professor Gerhard Kraft (Martin
Luther University of Halle-Wittenberg)

On January 7 and 9, 2010, intensive lectures were presented by
Institut d'Etudes Potitiques de Paris (France) Professor of Econom-
ics Patrick Messerlin and Martin Luther University of Halle-Witten-
berg (Germany) Faculty of Law and Economics Professor Gerhard
Kraft at Keio University. Messerlin addressed the relation between
financial policy and trade structure in the EU, and showed how
while the introduction of the common currency eliminated ex-
change risk within the region and made trade more active, each
country also lost its freedom to control monetary policy, and that
has affected export capabilities. Kraft focused on tax systems and
enterprise behavior in EU countries, and noted that the need to
harmonize tax systems and other financial policies throughout the
EU because firms will move their bases seeking the most advanta-
geous conditions. Both of these stimulating lectures explained the
European experience whereby currency inte-
gration had a huge impact on international fi-
nancial and traded goods markets, and they
provoked keen interest among the audience.
Double-degree agreements have been
concluded between Institut d'Etudes Poti-
tigues de Paris (“Science Po”) and the Keio
University Graduate School of Economics,
and between Martin Luther University of
Halle-Wittenberg and Keio University.
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7 The 8th APEF International Conference on
“Economic Integration in Asia: Global Financial Crisis and Beyond”

November 28 - 29, 2009
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Mitsuyo Ando and Fukunari Kimura ‘International Production/
Distribution Networks in East Asia and Domestic Operations:

The Eighth Asia Pacific Economic Forum (APEF) international
conference took place October 28-29 at the Keio University
Mita Campus. The conference was sponsored by the Keio Uni-
versity/Kyoto University Joint Global COE program, and Keio
University Faculty of Economics Professor Fukunari Kimura
served as the conference host. APEF is an international eco-
nomics group formed in May 2001 for the purposes of aca-
demic exchange regarding development, growth, regional inte-
gration and international economic relations in the APEC coun-
tries, with a focus on East Asia, ASEAN, and Oceania.

At this year's conference, scholars of various ages from
South Korea, Australia, China, Iran and the United States pre-
sented their research findings on the theme “Economic Inte-
gration in Asia: Global Financial Crisis and Beyond.” From our
Global COE International Development Department, Keio Uni-
versity Faculty of Business and Commerce Professor Mitsuyo
Ando and Keio University Faculty of Economics Assistant Pro-
fessor Ayako Obashi presented the following papers as em-
pirical analytical findings on international production networks:

Evidences from Japanese Firms”

Ayako Obashi “Stability of International Production Networks:

Is East Asia Special?”
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One scene at the G-Sec Lab where participants discussed each other’s research finding.
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News!

Mitsuyo Ando and Fukunari Kimura: “International Production/
Distribution Networks in East Asia and Domestic Operations:
Evidence from Japanese Firms,” and Ayako Obashi: “Stability
of International Production Networks: Is East Asia Special?”
The main APEF members were among old friends, and in a
relaxed atmosphere shared a meaningful meeting in thorough
discussions of each other’s research finding.

Professor Fariba Ramezani Dr. Behrad Shojaei

Khansari (University of
Isfahan)

Falavarjani
(University of Isfahan)

Restoring Financial Stability: The Legal Response Seminar at
IMF Headquarters

An international seminar on monetary and financial law, Restoring Financial Stability
— The Legal Response, took place November 30 — December 3, 2009 at the IMF
Headquarters in Washington D.C. The seminar was co-hosted by the IMF Legal De-
partment, the Ministry of Finance of Japan, the Japan Financial Services Agency, and
the Bank of Japan. From the Joint Global COE, Keio University Faculty of Economics
Professor Naoyuki Yoshino attended and made a joint presentation with Financial
Services Agency Financial Research and Training Center Research Fellow Tomohiro
Hirano. This presentation noted that in the recent financial crisis the rigidity of the BIS
capital adequacy requirements (the 8% rule) was one factor causing instability in
lending markets, and presented estimates on the utility of shifting capital adequacy
requirements in line with changes in market conditions, using an original general
equilibrium model. Other participants proposed new capital adequacy requirements
for European and other banks making loans across national boundaries. Reconsidera-
tion of the BIS requirements is one of the most important points at issue today, and
research in this field is attracting attention as it may provide theoretical and empirical
hints toward raising market quality and stabilizing the lending markets.
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Kyoto University Advanced Policy Symposium: “The Global Financial Crisis and Economic
and Fiscal Policies — Response to the Crisis and Future Policy Approach”

December 11, 2009
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.Professor Takero Doi (Keio University)

Professor Makoto Yano (Kyoto University)

On December 11, 2009 the Kyoto University Advanced
Policy Symposium, “The Global Financial Crisis and
Economic and Fiscal Policies — Response to the Crisis
and Future Policy Approach, " took place at the Tokyo
International Forum. This symposium was cospon-
sored by the Kyoto University Institute of Economic
Research and the Ministry of Finance Policy Research
Institute.

Japan is implementing economic and fiscal policies
to respond to various types of market dysfunctions un-
der the global economic contraction, which began from
the sub-prime financial market crisis. Looking toward
the future, however, the policy approach must consid-
er the perspective of fully manifesting the desirable
functions of the market to address the various prob-
lems facing Japan which became clear from the crisis.
That is to say, we must consider policy from the view-
point of raising market quality. At this symposium, par-
ticipants discussed the desirable policy functions and
the necessary economic and fiscal policies toward rais-
ing market quality.

Our Global COE program was represented by Kyo-
to University Institute of Economic Research (KIER)
Director Kazuo Nishimura and KIER Professor Makoto
Yano (both of the Theory Development Department)
and by Keio University Faculty of Economics Professor
Takero Doi (Finance and Money Department). Also,
KIER Research Center for Advanced Policy Studies As-
sociate Professor Junji Ueda (Finance and Money De-
partment) served as the symposium organizer and
chair.

In the presentations, first the importance of leading
the Japanese economy 50 years into the future based
on a long-term perspective and of appropriate market
infrastructure and economic policy design in order to
function market well were proposed as lessons of the
financial crisis from the viewpoint of market quality
theory. Then there were reports on the current condi-
tions of fiscal policies in both Western countries and
Japan after the global financial crisis, with discussions
of the economic and fiscal policy issues facing the Jap-
anese economy and the problems for the future policy
approach. In response, other presentations noted the
necessity of future fiscal and tax system reform from a
middle- to long-term perspective; the problems with
prior macroeconomic fiscal policies and the importance
of strategies for a sustainable increase in national in-
come; and the healthcare burden, with a proposal for
institutional design centered on the medical statistics.
One researcher proposed a policy design for raising la-
bor market quality while making it easier to predict the
future of the Japanese economy.

The program ended with a panel discussion in the
format of answering questions from the audience,
which deepened understanding of the issues dis-
cussed at the symposium.
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The Fourth Keio/Kyoto International Conference on Market Quality Eco-
nomics was held December 5-6, 2009 at the Westin Miyako Kyoto. The
conference assembled speakers active on the front lines of research from
throughout Japan and overseas to report their latest research findings.
The topics covered included the relation between trade and local out-
sourcing, an examination of global trade and international differences in
the intensity of manufacturing CO2 emissions, the mechanism whereby
differences in productivity determine the choice between corporate ex-
ports and foreign direct investments, the influence of globalization on
birthrates, human capital and economic growth, and the stability of multi-
market collusion in price-setting infinitely repeated games. One of the
speakers, Chiba Keizai University
Department of Economics Assis-
tant Professor Rui Ota, is now
preparing a revised version of his
paper for submission to the Re-
view of Development Economics
at the recommendation of that
journal’s editor, lowa State Uni-
versity Department of Economics
Professor E. Kwan Choi.

Professor Sugata Marijit (left, Centre for
Studies in Social Sciences, CALCUTTA)
and Professor Raymond G. Riezman
(right, University of lowa)
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The Second Mini Conference on Panel Data

November 24, 2009
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Researchers using the Keio Household Panel Survey (KHPS) presented
reports at the Keio University Mita Campus G-SEC Lab on November 24,
2009. The research covered diverse fields including labor, housing and
poverty issues, all approached with the perspective of raising market
quality, which is the theme of this Global COE, and making use of the
advantages of the KHPS. The papers included fruitful analyses using the
most recent KHPS (2009) regarding the impact of the recent recession on
employment, income and consumer behavior.

About 20 economics faculty and graduate students participated, with
lively question and answer sessions with each presenter and floor discus-
sions. Several of the papers presented will be revised based on the com-
ments at the mini conference
and included in Dynamism of
Household Behavior in Japan
VI, scheduled for publication by
Keio University Press in the
spring of 2010.

Professor Hiroshi Teruyama

(left, Kyoto University) and

Mr. Masato Shikata (right, Panel Data
Design Analysis Department)



@ =58 GCOE -2 hU—t=F—

The Sixth GCOE History Seminar:

“British Commercial Networks in Southeast Asia, 1800-1868:

The Transition from Mercantilism to the Age of Free Trade”

December /7, 2009

2009 F 12 B 7 HICEBERZARF=HF v~ /(X
G-SEC Lab [CC. EFE - RESO—)UL COE. BZEM
rRE®MYPE (BEMAE A [JO—/0UbeX bU—FED
FRACOIRAERSEOEE]. NEMREHDE (B
B C) DBERMOEREEER Y D —0] OH
fECE B O X b —E=F—DFfESNI.

AE=F—7TlF UIdrT-)L - Y3y L—FKFED
Anthony Webster #i%7Z515E L. “British Commercial
1800-1868: The
Transition from Mercantilism to the Age of Free
Trade” &I DT —N THEHMTOHNIZ, AWETIE.
19 MR V7 [CBITdmERY NI —IJDpHiZzE
UC. EEFEHERBRNSEHEEZERNDERICDONTE
BEHESN ZRHNDIRE CKRD/EFFERDITONI

Networks in Southeast Asia,

Professor Anthony Webster
(Liverpool John Moores University)

The Sixth GCOE History Seminar took place December 7, 2009 at the Keio
University Mita Campus G-SEC Lab. The seminar was co-sponsored by the
Keio University/Kyoto University Joint Global COE program, the Grants-in-
Aid for Scientific Research (Basic Research A) program, “New Develop-
ments in Global History Research and Reconsideration of Modern and Con-
temporary World History,” and the Grants-in-Aid for Scientific Research
(Basic Research C) program, “Development of the Straits Settlements and
Commercial Networks."”

At the seminar, Liverpool John Moores University Professor Anthony
Webster was invited to present a paper entitled “British Commercial Net-
works in Southeast Asia, 1800-
1868: The Transition from Mer-
cantilism to the Age of Free
Trade.” The paper examines the
shift from mercantilist to free
trade policies through analyses
19th century commercial net-
works in Southeast Asia, and
was followed by lively debate by
searchers from inside and out-
side the university.
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The Seventh GCOE History Seminar: “
Production Areas and Branding in Modern Japan”

Improvement of Product Quality:
December 24, 2009
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The Seventh GCOE History Seminar “Improvement of Product Quality —
Production Areas and Branding in Modern Japan” was held at the Keio Uni-
versity Mita Campus North Building on December 24, 2009. The seminar
was designed to clarify the historical process of how production areas de-
veloped and product brands formed by analyzing the course whereby the
quality of different products was improved. The paper by University of To-
kyo Graduate School of Economics Special Researcher Cho Fu examines
the Bingo-Fuchu production area of Hiroshima Prefecture as a case study to
clarify the process of forming systematic foundations for improving quality
and establishing brands in the furniture industry during the high-growth era.
The paper by Osaka University Graduate School of Economics Izumi Shirai
analyzes the apple marketing of the Takedate Village Agricultural Coopera-
tive in the South Tsugaru district of Aomori Prefecture during the 1910s and
1920s to clarify how the cooperative provided high quality apples and the
means it devised to build up a stable
supply and transaction system in rela-
tion with the agricultural commodities
market trading system. In the open
discussion, the participants debated
the approaches taken by coopera-
tives and their roles in production ar-
eas.

One presentation scene at
the GCOE History Seminar.
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Professor Mitsuhiro Fukao
(Keio University)

ﬁﬁﬂi’}l Finance Department

Presently the main theme at the Finance Department is to note
the diverse problems with financial markets via analyses of the
Japanese financial crisis from autumn 1997 through 2002 and the
global financial crisis sparked by the bankruptcy of Lehman Broth-
ers in September 2008, and make proposals for raising market
quality.

We are conducting analyses on the causes and circumstances
leading to the emergence of the global financial crisis. We have
found that the investments by leading U.S. investment banks were
extremely nontransparent, and that the deterioration of the assets
at the bankrupt Lehman Brothers was markedly worse than that
at Japanese financial institutions which went bankrupt in the late
1990s, such as Yamaichi Securities and Hokkaido Takushoku Bank.
We have also explained the large role played by the financial de-
rivatives called credit default swaps (CDS) in the collapse of AlG
and the spread of the financial crisis. The Finance Department is
now examining how the financial supervisory system should be
improved in the future to prevent the recurrence of such crises.

The Bank of Japan section is conducting ongaing analyses of
the soundness of the management city banks, regional banks, and
life insurance companies in cooperation with the Japan Center for
Economic Research. The section was a leader in examining issues
with the BIS capital ratio guidelines for banks and the solvency
margin criteria for life insurance companies, and in providing advice
on the revision of regulations implemented following the global
financial crisis. In fact, the section contributed to the revision of
the life insurance company solvency regulations at the Financial
Services Agency by participating in the Working Team on Basic
Life Insurance Issues — a subcommittee of the Financial System
Council. In macroeconomic policy administration, the section
regularly verifies and evaluates financial palicy by independently
estimating the aggregate supply-demand gap.

The Finance Department is also examining the quality of finan-
cial information by using global COE estimates to compile an in-
dependent financial information database on credit cooperatives
and credit unions, which have not been analyzed sufficiently in the
past, and conducting empirical analyses to determine whether
disclosed information was sufficient to predict the bankruptcy of
financial institutions during the Japanese financial crisis. The work
on this theme is being conducted in cooperation with researchers
at the Japan Center for Economic Research, Hiroshima University,
and Chuo University. The research findings have indicated that the
disclosed information can be used to check the soundness of man-
agement to a great extent, verifying its utility.

In research on the financial markets of developing nations, we
are conducting ongoing analyses of financial policies and Chinese
financial markets, which have grown to a scale equivalent to those
in Japan. These include analyses of the distortions in the domestic
Chinese and overseas yuan markets from management of the for-
eign-exchange rate, and the deterioration of the balance sheet of
the People’s Bank of China (the central bank) from massive foreign
exchange market interventions.
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