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Definition of the variables

LOAN: Total loan

TIERLESS: Tier1-Deferred tax assets
LATENT: 45% of latent capital gain
RESERVE: Loan loss reserve

SUB: Subordinated debts + Preferred stock
Pub: Public capital

LRV: 45% of land revaluation value

(TierLess + DEF )+ (Latent + Re serve+ Latent + Pub + LRV )
Loan

Data: Panel data of Japan’s major banks (city banks) from 1994 to 2002.
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» BHEFX: RHOMIGEZHET S, AAFEHE.
Model Specification

»  Asimultaneous equation model with three equations; lending, subordinated debts and lending rate.
> LOANit=C+ C(1)*TIERLESS it + C(2)*LATENT it + C(3)'RESERVE it + C(4)*SUB i,t + C(5)*DEF it +
C(6)*PUB i,t + C(8)*LRVt + C(9)*RATEt + 2C*time dummies (Eq.1)

- SUBIt = Ci + C(1)'LOANit + C(2)*TIERLESSit + C(3)*LATENTit + C(4)"RESERVEit + C(5)*DEFit +
C(6)*PUBIt + C(7)*LRVit +C(8)*RATEit + £C*time dummies (Eq.2)

. RATEt=Ci + C(1)'LOANit  (Eq.3) OV e

o
. | pomt |
. AN -
ALY 7 o
L\ >.\‘|'
LAY

Yuri Sasaki, Meiji Gakuin University 20134108 30H -’.v}, %1}\\\\



BEHAEXDEE
» B ERRY FEATR

r&: 1S L — .
% é :_ j: l--l %iéaé Estimation Method: Two-Stage Least Squares

Sample: 1994 2002

*‘b L—C L \7’: . t L \5 Total system (unbalanceFI)_ observations 88

+ Coefficient t-Statistic Prob.
ff} % C 24559006 8.2 0
TIERLESS 11 11 0.29
tEfsE1 [ o
> :t A 1 RESERVE 0.1 0 0.97
O%J _%'t‘iéélj]u é-u- SUB 0.6 0.5 0.58
DEF 4.4 2.4 0.02
z l, \T: o PUB -0.2 -0.9 0.38
LRV 13.2 1.7 0.1
N E= / \ RATE 2209585 0.6 0.5
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Estimation Method: Two-Stage Least Squares
Sample: 1994 2002
Total system (unbalanced) observations 88
Coefficient t-Statistic Prob.
C 1648017 3.5 0
LOAN 0.01 0.5 0.58
TIERLESS -0.3 -2.4 0.02
LATENT -0.1 -0.8 0.4
RESERVE 0 0 0.99
DEF -0.6 -3 0
PUB -0.1 -4.4 0
LRV 2.8 3.2 0
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Estimation Method: Two-Stage Least Squares
Sample: 1994 2002

Total system (unbalanced)

observations 88
Coefficient t-Statistic Prob.

C 3.6 1.5 0.15

LOAN 3.42E-08 -0.4 0.7
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