[ o e

Articles

Refereed Papers

Special Reports

ISBN978-4-326-54901-6 ‘
e | 11111
Bif (F£2,000 1 +%) 9784326549016
NI
1923333020004
Journal of Economic Policy Studies
Vol.5, No.2
CONTENTS
Effects of an Economic Integration to the Labor Productivity: Panel Dar Analysis of European Countries
by Industry Yasuhiro DOI

Environmental Policy under Technology Spillovers: Cooperative versus Non-Cooperative Solutions
between Countries Kana MOROGA

North Korean Trade with China Fujio GOTO
Revision Process and Institutional Role of JICA's Guidelines for Environmental and Social Considerations
Kosuke NINCMIYA

Mizuki NAKAMA
Japan's Generational Imbalance from the Perspective of Generational Accounting ~ Yasuhito SATO

Strengthening of Trade Secret Law and the Change of Silicon Valley: A Positive Study on the Effect of
the Inevitable Disclosure Docrrine Koshiro OTA

Private Gift and Public Intergenerational Transfer Policy

The Possibility of Japan's Environmental Technology Transfer to Asia

Yukihiro TORIKAI, Masao MANJOME
Essay on the Bridge Welfare Policy and Welfare Economics Shinji MURAKAMI

An Estimation of Introduction Costs for the Negative Income Tax in Japan
Yurie SAITO, Toshiyuki UEMURA
Under- and Overreactions of Stock Market Volarility Yasutoyo SUZUKI

What Does the Long-Term Rate Depend on? : Fisher Effect vs. Liquidity Premium )
Toru NAGAHARA

Money and Electronic Money in Search Equilibrium Kazuki MIURA, Hitoshi UTSUNOMIYA

Corporate Characteristics and Positions in Industry of Independent Parts Suppliers
Shinji TAKAHASHI

Influence on Trade Policy by Safety Restriction: Analysis that Considers Subjective Risk
Hideo MIZUNO

‘What effects Do the High Salaries for Local Public Employment Have on the Regional Economy in
Japan? Kazuyasu KAWASAKI, Saori NAGASHIMA

Japan in the Global Economy ? What Lies Ahead of the Japanese Structural Reform
An Enlightened Advocacy of Market Economy Kazuhito IKEO

Philosophy of Fiscal Management of the Government of Japan : Economic Growth and Vitality vs.
Restoring Fiscal Soundness Akira YOKOYAMA

Edited and Published by
the Japan Economic Policy Association

LR S TENIER R EE | WO 18 RSl 1DhE S - SpR R Rt 1+ | S

ISSN 1348-9232

RRRRY v—T

Journal of Economic Policy Studies

27 HARERRFS =% BEEE

ZERES

BEEREICLFMEEE~OEE R

— IOy NOEFEF S FNT—F 55—

B AN A= "—DbL TORHEE HEEmE
ERHOBARLEGHBROLETH—

O TERS EERELE

JICARSHSEBA NI/ OB BIEEBIENE & —EiEH

FARIBE 5L A i B IR ECR 1 B A

RS FHC LD EARO A A {EBERELC

Mo—=F-—2LvbEDi#{bESilicon ValleyDZEZ A HEFFLER
] B R R ERORBORECM T 2 KiES T —

HAROK 7 7T RE M B ino 7 igtk BT - TR B IEHE

fBALBUOR L AR FEORFOWTORE  L1ER]

ROFSBOEA T FAOHER FHEHERE EREE

HIGRELVARICIAMRMOE T EEH 547 SHARHES

‘What Does the Long-Term Rate Depend on? :

Fisher Effect vs. Liquidity Premium RE

BF~A—0O%—FHEHET/u—F =H—H-FHEC

— REFRELTOERTiEE—

M A== LEERNOME BEE=

ZERENIDEIBHE~ORE TKEFIEHE

—FBRRIAIREB L ST —

Ao RS KR EICM T A% aT oA g —- Rk RE

HROPOER~EEREDEIHZLD

FRE VAT AP LD R FHE HEMA

—[RHAOWHE#|2BELT—

DYPEHEGEE 0B REE LM BER Wb ¥



Aims and Scope of the Journal:
The Journal of Economic Policy Studies (JEPS) is edited and published by the Japan
Economic Policy Association. Its purpose is broadly defined, comprehensive coverage of
both theoretical and empirical studies within the ficld of economic policy. The journal will
publish qualified research articles, shorter papers or survey articles submitced by the
members of the association. It will also include specially invited reports on specific issues
of topical interest and book reviews.

Instructions to Authors:

The journal will be published twice annually. The submission of a paper will be held to
imply that it contains original unpublished work and is not being submitted for
publications elsewhere. For details of instructions, visit:

huep://wwwsoac.bil.ac.jp/jepa/index.heml

HMEREA (Chief Managing Editor)
SRR ER (Managing Editors)
BE Bk (RiKELKS)

Akio Torii (Yokohama Naticnal University)

8B (Honorary Board)

miE B HE %
Hiroshi Kato Masu Uekusa
W ERE M|H# %
Kojiro Niino Hiromi Yokoi
Bt B gl %
‘Takashi Fujii Akira Yokoyama
MM 28 AS BR
Toshinosuke Kashiwazaki  Reishi Maruya
R R& BnE K%
Taketoshi Nojiri Yasumi Matsumoto

$HIRF A% (Editorial Board)
KRR (Editors)

RBY XE (&RFRAE)
Fumihiko Adachi (Kinjo Gakuin University)
EH B2z (REERAS)
Toshiyuki Uemura (Kwansei Gakuin University)

KiE £ (AMKE)
Keisuke Osumi (Kyushu Uni

TH EE (PiEkF)
Ryokichi Chida (Meiji University)

a8 7§ GKlAE)
Yukihiro Torikai (Tokai University)

#  ER (—EX®)

BH HEE (RERmAE)

Kohei Komamura (Keio University)

F B (EEX®)

Peng Xu (Hosei University)

BE Hn (BHEXP)
Terukazu Suruga (Kobe University)

L N E - D)
Hirokazu Taki (Tama Uni

M: bi Hayashi (Hi bachi Uni

WA B (ZRXE)
Takashi Maeda (Kanazawa University)

niEg g (EBKE)

Junya Matsunami (Hosei University)

HE RE (BEBWIAS)

Hideaki Murase (Nagoya City University)

B 0Y (BEEXP)

T Bz (MELEKRE)

Noriyuki Doi (Kwansei Gakuin University)

yoshi Yamori (Nagoya University)

wil & (HERE)
Takashi Yanagawa (Kobe University)

BFBE Yy —FA B5EB2S (BBE0T)

B %X
[SaRFRRHERX]
BIRGAI L DBEEBIEADBIEE oo IS 3
— T 0y S DBRU AN T — 2 54—
BR CIA —r8 = b & TOTIIELE vrevreereeersmsssrssssmssossssssssiesssssssssessssnes EHME 18
— BERM W) 8% & FEthh B LT —
[FEBRAX]
ALEBBED TR E G B --vveerererrreerereett e BRRL5H-- 32
JICABBH SRR A4 ¥ 54 > DIEBOETE & BIBERIRE] oo e —EHEER- 36
FLETRE S & AHHRRIEERRERSE rooverreroremrsrsressrssssesinssssss st sss s sasasstsssessesans {RRIEE - 40
HAELEHS & 2 BAROATCREAEGHT -oorveerreerrmeriemnmmii e SRR 43
Pr—F =271y FEEDIE{LL Silicon Valley DZEE ooeevrerserscrimnenes KEEEER- 47
FTRNBRERORAOMEINT 3 HES T —
BADKT U TR RTBIED TTHENRE - v reneniisniencciecens BB - HiRE EH- 51
TEHHEGE L AR ZOEIFIZ DV TORIEE e e
BOREBLOBABRBIDHERE oo REHRET - EHEZ. 59
HFHREE VAR ICE 2RFADEIE TERESIT roerererersresreninoniniin, SHRAED.- 63
What Does the Long-Term Rate Depend on? : Fisher Effect vs. Liquidity Premium
........................................................................................................................ . 67
EFvi—0V—FEBT7O—F n
—REFBE LTOFRThEE—
BOLEER A — 7 — DL FAFHE L BRNOMF %
BRI L 2 RBHCEADBAR - evoeereeerermetrrerinisnrsnns e sssseose .79
—ERY R 2 BB LA —
M OTE RS S RBER I BT DERT ST oo eoeee e en e JIeG—%% - ReBtksL .- 83
[ERRE : HROTOAF~NBAREOELCH 3 HN]
BARRIS X T L0 & DIAREIBEEN «ovoorrrrrrrrermnmiiii WRFIA--- 87
— [REOWHER) BIELT—
bHEMECEENES: REIEH tg;ﬁ&fﬁﬁ ...................................................... L % 92
v L 00 LTS 97



[2ERARRBHRERX]

RERAIC & b EEEE~DRE
— 30y NDEFRRNT — i —

Effects of an Economic Integration to the Labor Productivity:
Panel Data Analysis of European Countries by Industry

THES (SERAEREERF LRI LRNRE **
Yasuhiro DOI, Graduate School of Economics, Nagoya University
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TR, [HFHEEEOPMIER] 2 EU ORFHAEITH 5 [IREH) L&V, &
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Bernard and Jones (1996] OEBEFN 2 E-> THFBIRICL 2% v v F7 v 7HROWH 217
v, BATHOBEBICBIT25MEFEONE L A VWEEY, IRIFROEFNSHELYICE
ZRETENCH B L ERLE,

Abstract

In this paper it is empirically analyzed with the convergence hypothesis related to “Conver-
gence Criteria”, how the labor productivity of each member country is affected through the
European Economic Integration. “A basic model of productivity convergence” from Bernard
and Jones [1996] is performed for our regression analysis to estimate Catch-up Effects through
technological transfers. Our result shows that there is no trend of labor productivity conver-
gence in general, because member countries are differentiated by characters of their industrial
constructions.

X—7—F . BFEHE, DR, FEEEE, RNEH, oo *7 v7
Keywords: Economic Integration, Convergence Hypothesis, Labor Productivity,
Technology Innovation, Catch Up
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ZMNTlx, Bernard and Jones [1996] @ “A
Basic Model of Productivity Convergence” %
> TEMNBEEICB T X v F7 v 740E
@ [\ 450 4T % 4T 5. 2 Z T3, Unbalanced
Data #{# o 722¥A )L F—# 12 & 5 OLS #&t
2iT9. CoMMIcH T3 RERIEIC~LF
—THd%, OBRDEFEMTTBNTITEE
EFBNVELLINT, A EERL LI T
b728, NAUF—LafiRENRICHARD
ZEIETE, ZDEE, SAMF—DXryFT
yTERDE0EL, Fr v FT v 7UEH
TWI EEBHRLTWS,

#2113, ERSIFO OLS HEFHDERTH 5.

R EASEESBEEEOEDHRY

Average STDV cv

1995 204200 52288 25.61%
1996 207936 53718 25.83%
1997 212018 55809 26.32%
1998 215355 58971 27.38%
1999 217403 58317 26.82%
2000 221920 60683 27.34%
2001 221070 59819 27.06%
2002 222147 61333 27.61%
2003 223628 62820 28.09%
2004 229215 67214 29.32%
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BELGIUM (LEADER) 1.01° 0.00 35.00 ——— cas e e
AUSTRIA 0.01 0.07 30.00 —
DENMARK 0.02 0.01 §§'$ 3 M—
FINLAND 0.01 0.44 15.00 s i s ST
GERMANY 0.01 0.05 T Y I S S S S T
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ITALY —0.02 0.30 {4 B7) Eurostat (% & it : Nauona’I Accounts, % B % &
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XrwFT v THENFEDE I ICRELD,,
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EErEan ki i2Z{l, thEfhaomFTiI
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LI L, WEATHR s DPIzon
THtrzifEn 3,

HM3zR53L, HiiEEECiE-&) L
EATED (CV A ) »ERTE 2010
774 FADAT, RAiZii- &Y & BEUT
Gl (CV At kfim) »TERTE DI TEE
BEEN2ERTFTHS. RO IEEST
ICBEWTIE, HAMCEBOBE»NE LT
WBIZ EHMRTENS, # 3 D995 L 20044F
EOCVOEEZHEB LA LRTASE, W
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®/I 1995F L 2004FDOEMMTFO CV
774 | BR | Ak
FrR| KFN [P=-ER

1995) 42.14% | 32.05% | 31.35% | 25.62% | 25.02% | 27.88%
2004 40.20% | 45.02% | 44.94% | 15.01% | 30.17% | 26.13%

(& A7) E (% &% f : National A HEE e
Labour Force Survey) & 9{R.

ar | IR |2ER

|4 1935 2 2004E D EV2HRDBRS 27—

774 | @R ) A%
AR | IR |mua FrR | KFN[H—ER

1995| 2.52% | 24.46% | 6.01% | 23.70% | 21.38% | 21.92%
2004 2.40% | 23.27% | 5.18% | 25.51% | 22.68% | 20.97%

(/) E (National A ) &0 fReR,

W >Twa, COFRAERILDICENT
NDER 2T— (R4) 2RTHB L, 1995
FIBWTEIRBIITEII R LB IRDEES
=T =B bRE WD, 20045E 1235\ TITINRY
TR LBNT T A F L RADER 2T —H
b KkEL, SSHLGDPAORBLEELD
FREL W, 3502, RT3 ER (T8,

WMk, R RFALY—ER) 2AHLAE
B2 T—I, KT8 3 EHR (8%, 77
45 R, DY —ER) O zT—LiZLA
Erbot, BABEE~OMBIEITENTH
5, IR L, RikATEIO 3 BEHS TFHONEKITH
DIEXRFTFLNOEFLTHELTW30T,
ChHEERE LTENBEEICET 3 5845
ENRMEBNALLEZBIENTERITSS,
HMBELT, AIHOWTEHTESHIL,

BRGEAIC L > TRELXA 7 b DHBLEE
Zohd EURYBEDERKY x T—7, 19954
P H2004ENIVEMTIRLAEE D> T W
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B4 o7 babo7coh b LitZewnd, A
btk LTREEARATIE, EEER
VRS CLiCE > TKRELERBEOTILE S
Pl lel tE2HRLTWS,

Riz, ThEFNOEESBF T v FFP o7
R D 72D E D IO TRBI R E
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@ Unbalanced Dataic & 2832V F—F D
OLS #8217 5. EBNBEENHIT LI L
0, ERT Lo TiIaSUBHmCH St
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BroTdL, WHRONESTFTIEIFr
FT o 7HBEFRELTWBIITTHN, Bk
TR > T3 LS I NYHRIBETE
Tnwid¥FTh 3.

#5138, 6 ONERFFILETE XX FT
v 7THREDOLS #HERE T LR LNTH
3. EESTFORAIIE, #vaRIcCV ok
RyProBEHINNG - BEATHHE FOKE
BEELTWS, R, BRED (R - D)
X, CV D#ERD G IRATEIANE (R R 1
CLEBHRLTWS, COBRERTOL»S
i, CVoOHETARE RBITHZRELT
WARTRIBERER L, RYDIERST
TX¥x v FTov7HRIRRI-THY, it
ELEAFEERBICELTWBILE NI ZETH
3, Chii, BEHEADOHTEMIIC, Thbso
SHETHRBEICL DX v v F7 v 7RI
ToTWRIERTRLTVS, HRclR - &
FNH—ERZD2WTIL, CV TRRTH» R
NTWB L P bLT, Xr v FTP v 7HE
FHERINTWE I LRRRIECERTH 3.

OGP LEBRTE L EN—IL, R
FMTRkELZEEIEZTNIC( WY —EXERD
39T (774F VR, Bk RF ¥ —EX
¥, /Y —vIH5F) T, {HWBEICLL X

Ty FT v 7HRIPECT TR L TH S,

IR THBNEBOBIDEWT 74+
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RILBWIEHBEIEC IR T, L2
RLTWS, COBRNDERLLT, £E7 v
EXNFAE L HATBOBEHEHITE L

—_12—

RS OOBERSBEBUIIFryF7T o THR

DORFIER
Alnyy=7,, +7i. Featy;, +AnD+eq
Catch-up Adj.
Coetticient | £V | R.squared
2R (ex-4) | 0.28° | o0.00 0.16
IR Ri-X | o.01 0.79 0.12
BER 0.06 0.13 0.00
(R - X)
774+ 2 0.21° | o0.00 0.20
OLS | (max - %)
it - wF 0.272 | o0.00 0.06
(B - )
ARF—E2 0.35* | o0.00 0.24
(WK - )

(i) Observations: R, IR, AW, WA - KFry—ER,
AXY—CRA=U3, 774F+>2=133
() :CVRHOER> LB B SN0 - RNITHE, £
DRESBEFRLTNS,
*® 1 18—ty PRATHRIHECHE,
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Labour Force Survey) 0 ift#t.
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EFET o AHBMT, BERAVBLATY
A2Iihb, BuFHBEEHOEFEMMEICE
EBICBETA2ILTELFELLNG, I
2T, 774 FROSTFEREMED &R
E2{ZoTWBH, TG0 LEicBNCE
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miLE Rl e BETH 5.
ZITARBTIRERILS L Fo—fE L
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L, ENFhoFEREMFRITOWTHEIIZE L
H3, S (MK IHH] ZUTFHEI iz
SEEND,

HEMEY | &EECHET SRR L LD
M mTRES HKFL~
nEHE DI L WSE.
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KPR 1) food products; beverages and tobacco, 2)textiles
and textile products, 3)leather and leather products, 4)pulp,
paper and paper products; publishing and printing,
¥ # % :5) wood and wood products, 6) coke, refined petro-
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FHEAIT & b T o 7B hnE o 5 AL ik o) LR
ATl 2 W TEIESHT 2T - 7o,
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PR HGRENZTHTH), LrLEE

ECHiB & Y DB E( ENT B &
b, H—ERAEEL TR IEREFOLEN
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Abstract

In this paper, we consider environmental policy when there are technology spillovers in two
countries. We compare the cooperative and the non-cooperative solutions using differential
games, and examine the effectiveness of the emission tax and the emission trading as policy
instruments. The government of each country tends to determine the emission reduction
strategically, when it applies a domestic policy. Therefore, an optimal emission reduction is not
achieved. In this sense, we clarify the necessity for an international environmental agreement.
Moreover, we show that it is possible to improve the efficiency of emission reduction by the
Clean Development Mechanism (CDM).
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Valley 1997

3.33 5.43 4.77 355 7.25 9.84* 6.26

2 | 1993 | 19.4 210 22 0.1
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3.5 2.61 0.69 431 6.9 4.69 4.01

3 | 1993 | 3.91 240 454 9.4
1998
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BMEGX/ER - ROBH: bV —F - =2 vy MEDMILE Silicon Valley nX%
|2 WERBOME (1993-2004F) (x¥H)

1993 1994 1995 1996 1997

1998 1999 2000 2001 2002 2003 2004

SV-R128 1 1.20 10.82* 17.80° 16.42° 13.43° 6.87 3.49 810 495 6.74 514 5.05
2 2.59 407 3.5 4.22 15.30° 4.96 7.43 5.62 4.50 1.00 346 1.78
3 |10.02* 12.90* 5.62 3.61 2.06 12.20° 13.81° 12.96* 9.97* 6.95 13.63* 10.94*
SV.SP 1 533 4.42 198 031 822 506 6.73 3.94 10.26* 162 8.06 3.05
4 0.95 3.26 858 3.54 212 7.74 277 1.02 153 463 269 7.62
3 [40.41* 45.99* 30.74* 15.78° 16.48° 23.13* 23.22° 27.63" 21.52* 18.19° 25.51* 25.49°
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The Possibility of Japan’s Environmental Technology Transfer to Asia
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+ dsbondi + daforexa + dsmed: +x. (4)

HiONEFERIEF hE R finmEg, e
2L, EMET, S, etk REEL,
W A2 OfFECeER O 2 RT, AR
Tl Topix £ T HEHOMIC L A5 DB
FATRED L Tl 2 R~5,

2 612, HRTE D EEH Topiz 2 RITT
W% KN TRHAT 3.

Toptxe=m Topize-1+ 7202+ v, (9)

0213 Topix @ ¢ MARFSDIRIETH Y, 2
DIRIED W T N—2 & TR L% WERRTH~
NP H—DRARTL EH LB,

1. F=7 RUHMDPEE

SEDFAII002FE 1 AEZHELTR Y — b
L, TRAZTTHMs AMEEREHITTEY,
20065E11 AR TIZE 5 FDIICE LI E VS
HEFiERE AT whw, £ T, Topizr®
20034E 8 A4 520064E 7 H 7 HICE 513589
BRT—%, AFALESL— b OBEFREE,

DRI KRS AE R, BARME S

IR RS R 2 BT ISt 3 57,
iz, IhonF—s2EHL, @) M

0 BATHRME 217 - 245, TSR

LM THARS ) o7 KiT,

HATFRZ L L BRI TN ZE&HY, 45
SHEE F 7 interval 15 & F 7 interval 12
=TIty RS PEDTRE L A5 IR E
AFHERABRRRERICOWTRI 2T,

Topix E EHZ#MABRDETHREL T2
R EZl1o@E) (3) RO7v—LicA&HT

SETEREEL I LML Loz,

DEZEX « v 7 (sup.) . di (diffusion
index), H¥BI@mMIEE (cci), =3 —
(m2cd), ST ZEEREIEE (mi)

@B X v v 7 (dem.) : i (composite
index), SLTHEERERE (mi), HMWE
E (mo)'?

@FEMERE S (sub) @ &% (forex),
RIEEFIZ (ir_gap), BHARMIEMEF
(jp_bond, us_bond)

4, HEDTDORHR

(1) RoFDOEKEREEHELT (5)
RNEHMEL, K2, Topix FHEPICHEEN %
BHTHEH, METHRUDBRERTH 5K
REMET S,

A Topixe=pTopiz: + v: (6)

ATopiz 12 1 ROBEETH A, 261z, (2) K

9) F—F WA KFEERMGIAG, MM, BR RAB
BHERICOWTIL, AZIZTATBIRS ADiMrRE
ENLGA, BANREETR—OMMER> T 5.

100 ARDF—7H Mz BEWTHNBEL»ZWwI L
I & 2 WTIRBENERIECET (.

11) CI BRRACHSTHERORM LI 2R LEET
H), ELLTRAZBOAEZRTF - (RS 2N
ETEIEZEMELTYS, DIFRAICESL HHEE
FREL, T0IHLEA (R 2RLTY 3EEOW
GETRTLOTH), RARTEOHYL, T & fAER
B (EEAo - F) OHECHWS,
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TG/ BRAECH | 6H5HE & VAR 12 & 2 BB 8L TR RS 47
R1  Topixr & A% - £F) - REWAEY - 74—« 75 A MORMSMRE (Johansen BEIZ L B)

3 U PR 2 2 Param. | lag-1 | lag-2 | lag-3 [ lag-4

lag-5 | lag-6 | lag-7 | lag-8 | lag-9 |lag-10 | lag-11 | lag-12

Jforex

sub. j;rﬁiﬂ NA | NA | =+ | NA

us_bond

e s waw sxx

NA fsssfose L gy @ @ | @ | @

C'l. % & &
" rl@ | @ |
mo

Topiz | sup.

see | ean | wen | was | wun | sus | @

cci
di

dem. m2cd

mo

NA [ NA | Gy | ==

NMlag =] o|le|le

(i) NA, s sreREHGTNEDFEEL, 5BOHRETES,

DEFEBEMEENR/ERE® EC £ LTRRA %
HET 5.

£2 TopixDHBIETEME (GMM &)

dependent variable: Topix

instruments list: ¢, trend, forex(—1), ir_gap(—1)
Jp_bond (—=1), us_bond (—1), ci(—1), mi(—1)
mo(—1), cci(=1), di(—=1), m2cd (—1), »2, ¥2(1)

variable coef. t-stat. p-value
constant —25.840 —1.522 [.128]
Topiz(—1) 1.028 69.854 [.000]
»2* —0.003 —2.079 [.038]

(i) NOBs. 129, Durbin-Watson=2.245 [<.997],
BRERIMEHT R b =15.447 [163] = E(u/z) =0
*  EANTROME (Wilis K% 2 F) EEMLLE,

&3 Topix®HEAIRBE

dependent: D_Topix

variable coef. t-stat. p-value
constant —12.949 —0.682 [.497]
D_Topiz(—1) —0.107 —0.970 [.334]
D_Topix(—2) —0.027 —0.296 [.768]
Topix (—1) 0.016 0.958 [.340]

(i¥) NOBs. 128, Durbin-Watson=1.982 [<.572]

#£4 TopixDTF—-aL i3>« EFNL

dependent: D_Topix

variable coef. t-stat. p-value
constant —7.868 —1.472 [.144]
D_Topiz(—1) 0.072 3.217 [.002]
D_Topiz(-2) 0.007 0.401 [.689]
Topiz(—1) 0.008 2.022 [.045]

(i£) NOBs. 128, Durbin-Watson=1.563 [<.019]

HE, 1%OHEETHET S, » v IR NEN B

A Topix.= ¢\ Topix: + ¢ EC: + 6. (7)

(6) XiTHWT, Ho: o=0 o Iif £ {3 »*
ACCEPT &4, (7) RicH5WT, Ho: g2=0
DEENMENZ LI, (1) REHRTIRERY
% % (APPENDIX2), % 3, (5) (6) (1) ®
DHEERERIEF2, £3, BI4OM) TH 3,
TR I R LB 20, BIOBIE & 4
MO BIRET T b L, Fo L, &8
DHREE TIE, GDP R (EZEH & o dFn4r M
Fich b, Fi, HMOREIDEN TSRS
24 FADOREE W HERITRE N,

5. VAR L ERMFRO ST

FTRTOEHRTVAREF L 2K LY,
Granger D ERMEDO o 2772 (578
falix 2), #ERLIT D 2 oofinsgiAainsz,
—Fit, (BRADFEE) = CI Fiz= Ml 174
= M2CD %¥in= TOPIX FHT&H Y, fbA,
RADR eIk 2 KL T, (K&F- 258
HIESK) = DI fFis=%%M#E= TOPIX L5
T# 5, 252 Choleskey sr##ic & 2 1 £
{®2£ 9 impulse M *Er L, CI, DI,
M2CD BUBFKIREHDIREE V2 #* TOPIX 12
5.2 2WEm A BEEENL (M1, B2858),
L DFERIE, R ICERIE 2 REST
% fundamental Z ZEXKICWHT 2D TlrHhw

12) Sims [1980].
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<APPENDIX 1>

e 2z dopin,
Binst=p 11m22¢Topix,-;

1 22:{ DP:+ e
_‘Dhm_Zzliy(GDng—!CJ-;Hag_,
2 b Binse=1 (" GDP.=GDP,-+ ¢ and
COV(Zt. §3)=0).

<APPENDIX 2>

(1) & @) RprbzF—aLZ7iarE
FRIZBWT, ECiai=e' (H B WILEC:
=e¢) &¥ 5. L&L, &RTIE (1) XERK
EL MEETET), 2) XoB(EEEHEL

13) er=pei1+8: 0 2 GDPe=GDPes+ 8, 0 RS G %
white noise L{RETHIE, , ~ATopizi=u.
ue=(p—=1)er1+8:+r5=(0—1)ECi-1+ 8+ 15
=(p—1)(Topizc-1— yGDP:-1) + 8¢+ 7.

iT.
TOIJ!:I‘: =;§.-::.;:Topi:ce_1+ Et. Ems: > 1. (8)

&L, &=pEii+ e, 7. (3 white noise & {iUE
T3, £/, 2) ROBERLZ wi—ui1=wy,
w, It white noise L REL, EC.=& &T 5,
2) K& (8) Xrp,

ATopiz:= ") {(p—=1)&:—n:}

1
01— Bins
__&',sf_w' 14)
Ifﬁanat ’
Er= TGPiI:‘EinngODiI:-;
=(TGDP: + e‘)~ ,é;ust(?’GDPz-l'*‘ E:-l)

EEXm

Blanchard, O. J. and D. Quah [1989], “The
Dynamic Effects of Aggregate Demand and
Supply Disturbances,” American Economic
Review, Vol.79, pp.655-673.

Daniel, K. D., D. Hirshleifer and A. Subrah-
manyam [1998], “Investor Psychology and
Security Market Under- and Overreactions,”
Journal of Finance, Vol.53, pp.1839-1885.

Hong, H. and J. Stein [1999], “A Unified Theory
of Underreaction, Momemtum Trading, and
Overreaction in Asset Markets,” Journal of
Finance, Vol.54(6), pp.2143-84.

Ross, S. A. [1976], “The Arbitrage Theory of
Capital Asset Pricing,” Journal of Economic
Theory, Vol.13, pp.341-360.

Sentana, E. and S. Wadhwani [1992], “Feedback
Traders and Stock Return Autocorrelations:
Evidence from a Century of Daily Data,” The
Economic Journal, Vol.102, pp.415-425.

Sharpe, W. F. [1964], “Capital Asset Prices: A
Theory of Market Equilibrium under Condi-
tions of Risk,” Journal of Finance, Vol.19,
pp.425-442,

Sims, C. A. [1980], “Macroeconomics and Real-
ity,” Econometrica, Vol.48, pp.1-48.

14) & (GDP sRiisriciid) »MaMRIc L NEE
F 5. & #BiTIE white noise &% 3,

T

[FEHRRX . EHEBUR]

What Does the Long-Term Rate Depend on?:
Fisher Effect vs. Liquidity Premium*

EIE il Grscopkos g e mnn

Toru NAGAHARA, Graduate School of Economics, Rikkyo University

1. Introduction

The aim of this paper is to empirically
examine the determinants of the term struc-
ture of interest rates in Japan. In concrete
terms, this paper verifies the validity of the
two hypotheses, which is the Fisher hypothe-
sis and the liquidity premium hypothesis,
about the term structure of interest rates by
using Japanese financial data from June 1991
to August 2003. The framework of our model
is based on Mishkin [1990] and Ito [2005, ch.
4]; however, based on some assumptions, we
have regressed the yield spread on the expect-
ed inflation rate and the liquidity premium.
Moreover, the expected rate of inflation is
adopted from the survey data concerning
future inflation, the expected series from
which is not seen so much in the early
researches. The liquidity premium is difficult
to estimate and is substituted by the sales
volume of the long-term bonds or the stan-
dard deviation of the 10-year government
bonds rate.

% [ am grateful for the helpful comments and sugges-
tions from Mitsuhiko SATAKE. Any errors are the
responsibility of my own.

2. Theoretical Background

In this study, we have assumed a Fisher
identity with the liquidity premium. The
details of the model are given as follows.

In general, the Fisher identity implies that
the nominal interest rate is equal to the real
rate plus an expected inflation rate. In addi-
tion, as is mentioned in Hicks [1946, p.166],
the bills which are not money include some
premium, which is known as a so-called li-
quidity premium, stemming from their lack
of general acceptability due to their imper-
fect moneyness. Thus, we can define the long-
term rate as follows:

(1) =i+ Emt+ot+ut,

where 7% is the nominal long-term rate, 77§ is
the real long-term rate, E, is the expectation,
7t is the inflation rate over a long period of
time, ¢f is the liquidity premium, and uf is
the unobservable error term.

On the other hand, the short-term rate for
the same period is given by

(2) =it Emi+u

where the superscript S represents “short”
and other variables are identical to the above
definitions respectively. It should be noted
that equation (2) does not include the li-
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quidity premium. The shorter the period of
the bills, the more trivial is their premium.
Moreover, it is assumed that the current
inflation rate can be substituted for the
expected rate of inflation in equation (2).
This is because except for a few cases such as
in a hyperinflationary period, the inflation
expected in the near future appears to be
influenced by the current inflation. There-
fore, it is assumed that Exi=mn..
From equations (1) and (2), we obtain

i—ii

(3)
=rri—rrit Eaxt—m+ ¢t +ut—ul.

Equation (3) implies that the yield spread,
which is the long-term rate minus the short-
term rate, is composed of the difference
between the expected and the current infla-
tion rate, the liquidity premium, and other
factors. However, as will be discussed in the
next section, we cannot use quantitative data
for estimating the liquidity premium. There-
fore, the transactions volume of 10-year
interest-bearing government bonds is adopted
as a measure of the premium in this study.
Hence, we can employ the following model to
conduct the regression analysis:

YieldSpread,
=a+p Expinf.+ 2+ Ligprem. + ¢.,

(4)

where YieldSpread, is the spread of the
nominal interest rates at time ¢, Expinf. is
the difference between the expected and cur-
rent inflation rate at ¢, Ligprem, is the trans-
actions volume of the long-term bonds, « (=
rri—rri) is the intercept, and & (=zt— 9
is the error term". £, is the coefficient re-
presenting the Fisher effect of the expected
inflation on the term structure of interest
rates, and Ligprem. is the liquidity premium

effect on the term structure. YieldSpread,
and Ezplnf. have been presented in per cent

per annum, and the logarithm of the transac-

tions volume is presented as Ligprem..
3. Empirical Analysis

3.1 Data?

Unless stated otherwise, the following dis-
cussion is based on monthly data from June
1991 to August 2003. The study considers
June 1991 as the starting point because the
survey data about prices in the Consumer
Confidence Survey, which is crucial for deriv-
ing the expected inflation rate, is discontinu-
ous?. August 2003 is the terminal point for
this study because we do not have any data
on the monthly average series of interest-
bearing long-term bonds after August 2003.

As to the yield spread in equation (4), we
used the interest rates of 10-year interest-
bearing government bonds given in the Over-
the-Counter Standard Bond Quotations,
Japan Securities Dealers Association (JSDA)
as the long-term rate. Average un-

1) We have used the rate of 10-year bonds as the long-

term rate in this regression model. Therefore, there is
a discrepancy between the period of the yield spread
(approximately, 10-year period = 10-years — 1 day)
and the period of the prospects for inflation (1 year).
However, it is impossible to exactly match both the
periods. This is because if the 1-year bonds rate is
used, then we cannot obtain its liquidity premium, nor
can we calculate the expected inflation over the next 10
-year period. Since we are unable to match the periods
perfectly, we will ignore the discrepancy.

2) Sources of data are listed in the complete version of
this paper.

3) Inthe Consumer Confidence Survey, respondents are
asked to indicate their opinions regarding the prospec-
tive prices over the next one year until the first-quarter
of 1991 and over the next six months from the second.
quarter of the year on a scale of one to five, that is, “go
up,” “go up slightly,” “no change,” “go down slightly,”
or “go down.”

Uk /4B FGH © What Does the Long-Term Rate Depend on?: Fisher Effect vs. Liquidity Premium

collateralized overnight call rates mentioned
in Economic Statistics Monthly, Bank of
Japan (Bo]) were used as the short-term
rates in this paper.

The expected inflation rate was derived
using the Carlson-Parkin method, which spec-
ifies how to create an expected series from
the survey data®. The series of the current
inflation rate was sourced from the Con-
sumer Price Index, Statistics Bureau, Minis-
try of Internal Affairs and Communications.

We used the transactions volumes of 10-
year interest-bearing government bonds
presented in the Ouver-the-Counter Transac-
tions Volume by Type of (Tokyo), released by
the JSDA, as a measure of the risk premium.
This is based on the fact that a larger trans-
actions volume of bonds is likely to improve
the bonds market liquidity. However, we
were unable to obtain the exclusive series of
10-year bonds because the series released in
the Economic Statistics Monthly combined 10
-year bonds with 20-year bonds. In this
paper, therefore, the transactions volume of
10-year bonds was estimated as follows: (i)
we calculated the ratio of outstanding 10-
year bonds to the total outstanding 20-year
bonds and 10-year bonds, and (ii) we
assumed that since the ratio holds the trans-

actions volume of 10-year and 20-year bonds,
we calculated the volume of the 10-year
bonds alone.

3.2 Unit Root Test

If the time series variables are non-
stationary, then a few problems such as spuri-
ous regression are likely to arise in a time

4) For the detailed explanation, see the complete ver-

sion of the paper.

Table 1
- Order of
¢-Statistic 3
Integration
Yieldspread —2.956269"* E()]
Expinf —5.643756°° 1(0)
Ligprem —5.762592** 1(0)

* indicates statistical significance at the 5% level, while.
indicates statistical significance at the 1% level, (Critical
values are from MacKinnon [1991].)

series regression®. Hence, the variables in
equation (4) were tested for unit root using
the augmented Dicky-Fulller (ADF) test.
The results are tabulated in Table 1, and it is
verified that all the series are stationary®.

3.3 Empirical results

In the regression model of equation (4), it
was expected that the coefficient of Expinf
would not only significantly different from
zero but also positive if the Fisher hypothesis
was valid. In contrast, the coefficient of
Ligprem should be significantly different
from zero and be negative if the liquidity
premium hypothesis was verified. The empir-
ical results are tabulated in table 2.

In table 2, the standard deviation of the 10
-year government bonds rate, which is denot-
ed as Volatility, is also used as another
measure of the risk premium. The higher the
standard deviation, that is, the higher the
volatile yield, the greater is the liquidity
premium, with a corresponding increase in
the long-term rate. Therefore, if the liquidity
premium hypothesis holds, the coefficient of
Volatility should be nonzero and positive.

These results show that the liquidity pre-
mium has significant effects on the yield

5) See Stock and Watson [2003, ch.12].
§) Stationarity of all the series is verified also by the
Phillips-Perron unit root test.
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Table 2 [ERE X ERBOR]
Dependent variable: Yieldspread Period: June 1991 to August 2003
s =A ° A *
Regressor BEF~r—OH—FHHT 7o —F
e ~12.288 ~1.053 —8.806 —0.328 HEFERE LTOW R —
(-1.571) (0.203) (—1.090) (—0.162) o
1005 —0.216% —0.2220 Money and Electronic Money in Search Equilibrium
y y 2 ]
g (~4.164) (—2.835) (~2.875)
—— 3.206* 0.741° 0.744° B . : .
(2.240) (2.002) (2.001) Sl A EERoEERER R AR
- == . . FEEAT (EERAFREREFHYETRE
—— 0.913 0.911 0.920 0.920 FHELT
(44.166) (43.746) (44.736) (44.443) _ o
17.971* 3.080%° 3.176"* 1.299** 0.080" 0.083 Kazuki MIURA, Graduate School of Economics, Hosei University
Interoegt (4.550) (2.952) (2.990) (9.329) (2.005) (1.889) Hitoshi UTSUNOMIYA, Graduate School of Economics, Hosei University
SER 0.763 0.195 0.195 0.794 0.197 0.198
- 343 -
Adj R 0.101 0.937 0.936 0.027 0.935 0.935 o THL., iz, EFOREFRTHIHAL
DW 0.137 0.451" 0.440' 0.119 0.686" 0.689" 1. BLo FLWREFRTH 5 BT+ —OF G ARk

* indicates statistical significance at the 5 % level, while ** indicates statistical significance at the 1 % level. (Critical values are from

MacKinnon [1991].)
Values in parentheses are t-statistics.
' indicates the values are Durbin's i statistic.

spread, while the Fisher effect does not have
much effect on the same.

4. Concluding Remarks

This study yielded the following conclu-
sions. First, the expected inflation rate does
not affect the yield spread between the long-
and short-term rates. Second, the liquidity
premium exerts an effect on the spread. To
summarize, for the period under considera-
tion, the liquidity premium hypothesis and
not the Fisher hypothesis determined the
term structure of interest rates™.

Furthermore, those conclusions suggest the
policy implication that policy authorities can
stabilize the long-term interest rate at low
levels by increasing the liquidity of the long-

7) Undoubtedly, this summary is not valid at all times.
The conclusion merely indicates that the liquidity
prenium hypothesis holds for the period between June
1991 and August 2003.

term bonds. Therefore, the BoJ should con-
tinue the current outright purchase of the
Japanese government bonds till deflation is
completely overcome.
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