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CRETA Workshop on Advanced Econometrics 13
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@ Co-editor of Journal of Econometrics

@ Associate editor of the Journal of the American Statistical
Association

@ Associate editor of Econometrica
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CRETA News

e Prof. Chung-Ming Kuan, left the position as CRETA director on February 6, 2012,

has been appointed as Minister without Portfolio in Executive Yuan. From Febru-
ary 24, 2012, Yu-Ren Larry Tzeng, Prof. of Finance at NTU, served as the surro-
gate director of CRETA.

CRETA is honored to announce that Shi-Kuan Chen (National Taiwan Uni-
versity), Shu-Heng Chen (National Chengchi University), Tai-Jen George Chen
(National Taiwan University), Sheng-Cheng Hu (Academia Sinica), Chao-Hsi
Huang (National Tsing Hua University), Kamhon Kan (Academia Sinica), Jin-Tan
Liu (National Taiwan University), Ching-Hua Lo (National Taiwan Uni-
versity), and Hung-Jen Wang (National Taiwan University) have agreed to
serve on the Advisory Committee of CRETA. The 2012 CRETA Advisory
Committee Meeting was held on March 14, 2012 on NTU campus and dis-
cussed the future development plan of CRETA and potential candidates for the di-

rectorship.

Prof. Yu-Ren Larry Tzeng, former surrogate director, has been appointed as the
CRETA director for the term from April 1, 2012 to March 31, 2015. Prof. Keng-Yu

Ho continues to serve as the vice director.

From March, 2012, CRETA has become an academic partner to the Centre for

Asian Financial Studies, University of Essex, UK.

¢ Future Event
October 27 (Sat.) 2012

2012 Taiwan Econometric Society Annual Conference

Taiwan Econometric Society is calling for paper for 2012 TES Annual Conference.

The annual conference is to be held at College of Social Sciences, National Taiwan

University. For details, please go to TES website: http://tes.econ.sinica.edu.tw/ -

CIETA



Academic Events

CRETA

¢ Hosted by CRETA

January 12 ( Thu.) 2012
CRETA Workshop on Advanced Econometrics 13

CRETA invited Prof. Jianging Fan (Princeton Univer-
sity) to give a talk in CRETA Workshop. Prof. Fan first
introduced the estimation of the sparse covariance matrix
by using an adaptive thresholding technique and dis-
cussed the applications in the fields of finance and eco-
nomics.

Secondly, Prof. Fan talked about the leverage effect
puzzle. The leverage effect parameter refers to the corre-
lation between asset returns and their volatility. Theoreti-
cally, this parameter should be negative. However, the
estimate yields nearly zero correlation for all assets from
empirical studies. To solve the puzzle, Prof. Fan devel-
oped a model to understand the bias problem and quanti-
fied the biases based on discretization errors from esti-
mating the spot price volatilities, etc. Prof. Fan proposed
novel methods of bias correction for estimating the lever-
age effect. The proposed methods are convincingly illus-
trated by simulation studies and several empirical appli-
cations.

Prof. Jianging Fan :

v Co-editor of Journal of Econometrics

2 Associate editor of the Journal of the American Statistical
Association

@ Associate editor of Econometrica
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Academic Events

¢+ Routine Workshop-WETA
March 30 ( Fri. ) 2012

In WETA in March, Prof. Jau-Er Chen (National Taiwan
University) introduced the factor model from the classical
factor analysis to the high-dimensional factor analysis.
Prof. Chen presented the identification and estimation of
the maximum-likelihood-based and principal components-
based procedures for estimating factor models. Prof. Chen
also presented a few applications of factor models in eco-
nomics and finance.

Prof. Chen focused on panel data models with factor er-
rors in the second session. He introduced a novel method of
factor analysis controlling endogeneity under the panel in-
strumental variable quantile regression framework. Both
topics are new and stimulating.

April 27 (Fri. ) 2012

In WETA in April, Mr. O-Chia Chuang , the doctoral
candidate (National Taiwan University), was invited to in-
troduce the testing for central dominance. Central domi-
nance is used to describe the relationship between two dis-
tribution functions.

Though there are similarities between central dominance
and stochastic dominance, they are quite different in their
definitions and implications. Mr. Chuang first introduced
the properties of stochastic dominance and central domi-
nance. He then presented a new test of central dominance
and related it to the existing test of stochastic dominance.
He also discussed the asymptotic properties of the proposed
test and illustrated its performance by simulations. His em-
pirical study show how the proposed test can be applied to
test the relationship between two income distributions and
how proper inferences may be drawn from the testing re-
sults.

11



Academic Events

May 25 ( Fri.) 2012

In WETA in May, Prof. Bing Liang (University of
Massachusetts Amherst) was invited to introduce the
operational risk (OR) for hedge funds. Prof. Liang indi-
cated that about half hedge fund failures are due to oper-
ational risk. Prof. Liang constructed a model with data
from Securities and Exchange Commission (SEC) and
developed a univariate measure for OR. The results
showed the probabilities that the hedge funds withdraw
from the market are highly correlated to the existence of
interest conflicts of their managers.

In the second lecture, Prof. Liang introduced the em-
pirical studies with data provided by Hedge Fund Due
Diligence. The study finds that incomplete and inaccu-
rate disclosure is common, and that the role of big 4 au-
dit firms is important for OR in market.

June 29 ( Fri.) 2012

In WETA in June, Prof. Yi-Hou Huang (Yuan Ze
University) introduced the literature overview of price
momentum and discussed the latest development of this
issue. Prof. Huang indicated that numerous factors of
momentum effect have been proposed and discussed,
including the information asymmetry and credit quality,
etc. He also discussed the possible econometric applica-
tions in the price momentum effect.

Prof. Huang focused on the empirics of credit default
swaps (CDS) in the second topic. He discussed the em-
pirical studies on CDS in terms of its pricing dynamics,
key determinants, and the relationship between CDS and
other financial assets.

12



Academic Events

CRETA

¢ Co-Organized by CRETA
Credit Risk Workshop

CET¥XE€ELP¥ €4 On April 20 ( Fri. ), 2012, the Credit Risk Work-

L X ﬁ‘ . shop was co-hosted by Department of Finance,

=/ | NTU, and Risk Management Institute (RMI), Na-

$ tional University of Singapore. The workshop allows

'.'% scholars and experts to exchange their ideas and dis-

P $ - :b ___cuss their research results on credit risk. CRETA and

E :b ¥ E ab $ ¥ E 5;, - Taipei Foundation of Finance were honored to co-
organize this international academic event.

B % During the workshop, we were grateful to have

$¥ € ) Shang-Chan Chiou (Goldman Sachs), Jin-

: Chuan Duan (RMI), Jun Gao (RMI), Hsien-

Hsin Liao (NTU), Chung-Huan Shen (NTU),

and Xiao-Xia Ye (RMI) to share their out-
standing views. Thanks to their contribution in each

€ £$ ¥ €
£$¥.-9-'”

session, the workshop was very encouraging and in-

" Fl (4 spiring.
il Lt
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Academic Events

CRETA
Seminar in the Dept. of Finance, NTU

The following seminars were hosted by Department
of Finance, NTU and co-hosted by CRETA. On May 18
(Fri.), 2012, Prof. Kuan-Cheng Ko ( National Chi Nan
University) was invited to give a talk on: What
Drives the Liquidity Premium: Factors or
Characteristics? He studies whether the risk-
based model better explains the liquidity pre-
mium than the characteristic-based model. The
empirical results show that the liquidity premium
is better explained by non-risk-based model and
the liquidity-augmented characteristic model
can explain the investment anomaly .

On June 8 (Fri), 2012, Prof. Ronald W. Masulis
(Australian School of Business) was invited to introduce
the relationship between a firm’s performance and the
incentives of its senior executives. Unlike most of the
existing researches that focused much on CEO as the
key factor, Prof. Masulis’s study concentrates on what
senior executives do to the performance of the company.
The empirical results show that a firm’s performance
not only relates to the CEO but a function of both CEO
and other senior executives’ incentive and abilities.

On June 25 (Mon.), 2012, Prof. Bong-Soo Lee (The
Florida State University) was invited to give a talk with
the following topic: Information Asymmetry
and the Timing of Capital Issuance: An International
Examination. Prof. Lee examined the role of infor-
mation asymmetry in market timing with issuance data
across 50 countries from 1996 through 2009. The evi-
dence confirmed that market timing and pseudo market
timing are not mutually exclusive and that information
asymmetry helps to explain why they are not mutually
exclusive.

14



Academic Exchange

CIETA

& Visits and Conferences

Yu-Ren Larry Tzeng (Director of CRETA)

* March 29 ~ April 7, 2012, research visit to University of Georgia, US
*x July 11~13, 2012, Risk and choice: A conference in honor of Louis Eeckhoudt, Toulouse, France

Paper: The comparative statics of changes in risk for most decision makers

* July 14~20, 2012, research visit to Catholic University of Louvain, Belgium

Keng-Yu Ho (Vice Director of CRETA)

* February~July, 2012, research visit to University of Essex, UK
* May 30, 2012, seminar in ICMA Centre, University of Reading, UK
Topic: CEO Overconfidence and the Long-Term Performance following R&D Increases
% June 18~20, 2012, 4™ International IFABS Conference, Valencia, Spain
Paper: IPO Underwriting and Subsequent Lending
* June 27~30, 2012, European Financial Management Association Annual Meeting, Barcelona, Spain

Paper: The Asymmetric Sentiment Effect on Equity Liquidity and Investor Trading Behavior in the Subprime
Crisis Period: Evidence from the ETF Market

Chung-Ming Kuan (affiliated research fellow of CRETA)

* May 19, 2012, opening remark at the 2012 International Symposium on Econometric Theory and
Applications (SETA 2012), Shanghai Jiao Tong University, China

*July 12~13, 2012, Sixth Annual Risk Management Conference, National University of Singapore, Singapore

Keynote Speech: Economic Stability and Systemic Risk in Asia
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