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CRETA Workshop on Advanced Econometrics 10

CRETA Workshop on Advanced Econometrics 10 5 —#5{R 255238555 22k 5 Uni-
versity of Wisconsin-Madison iy Prof. Xiaoxia Shi » B HEE T /8 /& Introduction
and Recent Development of Moment Inequality Models -

Prof. Shi fEtZEEH /148 Unconditional Moment Inequality (MI) models Ei
Conditional Moment Inequality (CMI) models FYELAERIZS T - A7 $TE M1 IS
Fr fhEt AL 3T (GMM-type B GEL-type) - Prof. Shi i H{—1{[& T2 528
J7ER RS CMI Y28 EEt Bltn e - I 383 BE R AR T2 e 5 a] & CMI
B MI - B AE—ID SR ERAATRE MI models & FH 2 (i AS B4R ES AR B 41 E G
F A e e EIHIRTE -

Xiaoxia Shi Zi#Z :
o Assistant Professor at University of Wisconsin-Madison
Referee for Econometric Theory, Journal of Econometrics, Journal of Applied
Econometrics, Quantitative Economics, and Journal of Development Economics.
Reviewer for NSF
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CRETA Workshop on Advanced Econometrics 10

Imstrumental Variable Approach (cont'd)

CRETA Workshop on Advanced Econometrics 10 5 —15;
IR2Es23855 %] University of Missouri at Columbia 5 Prof.
Yu-Chin Hsu #E{T7E B EE - B8 E S T /8 & Introduction
to Treatment Effect Models -

Prof. Hsu &4 EEBE7%4F Rubin Causal Model (Y1144 »
2 ) Rubin Causal Model & XLt z%7E Treatment Ef-
fect Model - i 4142 Quantile Treatment Effect Model F4f%

% HE PSR o R 4aHEm AL
Prof. Hsu 7573 At A L B AT R ST Ry — LR R - Prof. Hsu
FERE TR Treatment Effect Model {F 7 JEE sEEEHIIT
&H -

Yu-Chin Hsu 2% :
o Assistant Professor, University if Missouri at Cloumbia
o Referee for Emerging Markets Finance and Trade,
Economic inquiry, Econometric Theory, Internatioal

Economic Review, Journal of Applied Econometric
Reviews, and Journal of Econometric Methods
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CRETA Workshop on Advanced Econometrics 11

CRETA Workshop on Advanced Econometrics 11 1§
2525 ] University of Cambridge HY Prof. M.
Hashed Pesaran #:77—35R8 7> Optimal Forecasts in
the Presence of Structural Breaks fJE585E:855% - Prof.
Pesaran J2 5 EEA AN EAORERZ — W5
FIEIE MR - REISEERE - B
ikt VAR [EBISHT ~ 2BR(L VAR BRI -

R G A R

Prof. Pesaran & Journal of Applied Econometrics fEl4&%E >~ — » It 2 Z 4005 =
O h B RS Microfit FYE$HHE > — - Prof. Pesaran /58 130 RHVam CHI S AEEF5HA
F] - MmE LB HEIRN ST & - B8RRI (L4 - Prof. Pesaran &5
% H%IE » 41 1992 4 Royal Economic Society Prize Ffy#5E H Y Fr (L 8% Kz Econometric
Reviews Best Paper Award 2002-2004 % -

Prof. Pesaran 2 &84BT BEGHFREGSI 2011 FEELKEESGFE - #
fis(Ef#% e - CRETA t73# Prof. Pesaran & CRETA 2215 B EE - Prof. Pesaran 7
LT T 1 48 258 T AT 5 e R A 1 B R SR MR A RS B Y TEORI DA R FE B RYRTRE -
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CRETA Workshop on Advanced Econometrics 12

CRETA Workshop on Advanced Econometrics 12 {R2ES2 0855 E] University of Essex HY
Prof. Giorgio Valente 3 {72 -

Prof. Valente 720 HEEAY /8 B Algorithmic Trading (AT) and Financial Markets: Trends
and Implications - Prof. Valente F-22 /M 4B E B G AIA AT T EERAC S RIRREELT FFr{H
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CRETA News

CRETA

In 2011, CRETA held more than 12 academic events in total; 7 domestic workshops, 1 domestic confer-
ence and 5 regular seminars. On October 29, 2011, CRETA, Taiwan Econometric Society (TES) and Na-
tional Cheng-chi University co-hosted 2011 TES Annual Conference and the Cross-Strait Joint Symposium
on Econometrics. We will have more details about this conference in this issue.

CRETA also proudly announces that it has been granted the Excellent Research Projects, amounted NTD
30 million in 5 years, by National Taiwan University. The title of the project is: On Risk Management:
Theory and Empirical Studies; the principal investigator is Prof. Chung-Ming Kuan. The information of sub
-projects are as follows.

@ Operational Risk, Internal Control and Corporate Governance Mechanism (Prof. Sheng-Syan Chen and
Prof. Keng-Yu Ho)

® Measuring and Managing Systemic Risk: Are Capital and Asset Diversification Complements or Sub-
stitutes for Managing the Risk of Financial Institutions? (Prof. Yehning Chen)

® The Empirical Analyses of Individual Stock Option Market (Prof. San-Lin Chung)

® Equity Volatility and Default Probability: A New Hybrid Approach to Risk Management (Prof. Mao-
Wei Hun)

® Central Dominance and Risk Management: Econometric Methods and Empirical Studies (Prof. Chung-
Ming Kuan and Prof. Larry Tzeng)

@ Assessing Risk and Capital Adequacy for Insurers (Prof. Min-Teh Yu)

This project will help to build up the reputation of this research team in the field of risk management .
We will not only promote our research results and research team by publishing in domestic and internation-
al journals, but also set up a platform for domestic and international scholars to exchange their research ide-
as and discuss joint research plans.

In the coming years, CRETA will continue to devote efforts to hosting events with more diversified top-
ics. Our emphasis is to promote research on econometric theory and applications in different fields. CRETA
will keep maintaining an open platform for those who are interested in econometrics and try our best to at-
tract more students and junior scholars to work closely with each other. CRETA is looking forward to see-

ing more of you joining us.

Each workshop and seminar attracted more than 60 participants
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Academic Events

¢ Hosted by CRETA CRETA

July 14 ( Thu.) 2011
CRETA Workshop on Advanced Econometrics 10

SOOI
:\’-ﬂ "::"'v. é;-‘"
%‘A‘}A\‘}n‘.}

CRETA invited Prof. Xiaoxia Shi (University of Wisconsin-Madison) and Prof. Yu-
Chin Hsu (University of Missouri at Columbia) to present their research results in
CRETA Workshop on Advanced Econometrics 10.

Prof. Shi introduced the fundamentals of Unconditional Moment Inequality (MI) mod-
els and Conditional Moment Inequality (CMI) models. She analyzed different methods
used to estimate the parameters in Ml models. She also proposed an instrumental vari-
able approach to construct the estimation and test of parameters in models defined by
CMI. She showed that by properly choosing instrument functions, one can transform
CMI into MI without losing identification power.
Prof. Xiaoxia Shi:
Assistant Professor at University of Wisconsin-Madison
Referee for Econometric Theory, Journal of Econometrics, Journal of Applied
Econometrics, Quantitative Economics, and Journal of Development Economics.
Reviewer for NSF
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Academic Events

July 15 (Fri.) 2011
CRETA Workshop on Advanced Econometrics 10

Imstrumental Variable Approach (cont'd)

Prof. Hsu gave talks on treatment effect models. He
first introduced the fundamentals of Rubin Causal
Model. He then reviewed various treatment effects
under the framework of the Rubin Causal Model, and
introduced Quantile Treatment Effect Model. Both
estimation and tests of these models were discussed.
Prof. Hsu also introduced some of his recent research

results related to this topic.

Prof. Yu-Chin Hsu:

¢ Assistant Professor, University if Missouri at Cloumbia

¢ Referee for Emerging Markets Finance and Trade,
Economic inquiry, Econometric Theory, Internatioal
Economic Review, Journal of Applied Econometric
Reviews, and Journal of Econometric Methods
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Academic Events

CRETA

August 17 (Web. ) 2011
Seminar: Prof. Cheng Hsiao

Prof. Cheng Hsiao was invited to visit Department of Economics, NTU. Meanwhile,
CRETA took the chance to invite Prof. Hsiao to give a lecture. Prof. Hsiao talked about
how to measure correlations of integrated but not cointegrated variables. He showed the
procedure and analyzed the volatility spillover effects with a semiparametric varying coef-
ficient model. He also analyzed the volatility spillover effects between the U.S. /U.K. mar-
kets and U.S./Canadian markets.
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Academic Events

CIETA

October 28 ( Fri.) 2011
CRETA Workshop on Advanced Econometrics 11

CRETA invited Prof. M. Hashed Pesaran (University of
Cambridge) to join CRETA Workshop on Advanced Econ-
ometrics 11 and give the talk on Optimal Forecasts in the
Presence of Structural Breaks.

Prof. Pesaran is one of the world’s leading economists
and is noted for pioneering research standards. His particu-
lar expertise is in Financial Econometrics, Long-Run Struc-
tural Macroeconometric Models, Panel Vector Autoregres-
sive Models, Global Vector Autoregressive Models, etc.

The workshop attracted around 100 participants

Prof. Pesaran is one of the founders of the Journal of Applied Econometrics and Microfit,
a widely-utilized econometric software package. Prof. Pesaran has over 130 publications in
leading scientific journals in the areas of econometrics, empirical macroeconomics and the
Iranian economy. Prof. Pesaran’s diligent effort and extraordinary insight have been recog-
nized with honors such as the 1992 Royal Economic Society Prize for the best article and the
Econometric Reviews Best Paper Award 2002-2004.

Prof. Pesaran was invited to deliver a keynote speech at TES annual conference and to
give a lecture at CRETA workshop. Prof. Pesaran introduced alternative approaches to tak-
ing into account continuous and discrete structural breaks in formulating forecasts. He pro-
posed weighting observations to obtain optimal forecasts in the MSFE sense. Monte Carlo
experiments and an empirical application indicated that the forecasts based on optimal
weights are more superior than other forecasting methods. In practice where information on
structural breaks is uncertain, a forecasting procedure based on an optimal weighting
scheme is proposed, and empirical applications are provided.
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Academic Events

CRETA

November 25 ( Fri.) 2011
CRETA Workshop on Advanced Econometrics 12

CRETA invited Prof. Giorgio Valente (University of Essex ) to give lectures on the topic: Algo-
rithmic Trading (AT) and Financial Markets: Trends and Implications. Prof. Valente introduced
the difference between traditional trading approach and AT. AT allows traders to connect their
servers to the electronic limit order books and react to changes in market conditions within milli-
seconds. The second lecture, then, Prof. Valente reviewed the recent literature on AT in financial
markets and some major implications for asset prices and market efficiency. Some preliminary
policy implications were also discussed.

17



Academic Events

CRETA
2011 Taiwan Econometric Society Annual Conference

& Cross-Strait Joint Symposium on Econometrics

Sl S LR Taiwan Econometrics Society (TES) has attracted

much attention from domestic and international schol-
ars since 2007. 2011 Taiwan Econometric Society An-
nual Conference and the Cross-Strait Joint Symposium
on Econometrics were hosted by TES, CRETA and De-
partment of Economics, NCCU. The organizers of the-
se conferences are: Prof. Hsin-Yi Lin and Prof. Shih-

ERETENR

Hsun Hsu, both with Department of Economics, Na-
tional Chengchi University.

TES, CRETA and Department of Economics, NCCU set up a platform by hosting Cross-Strait Joint
Symposium on Econometrics to allow cross-strait scholars to exchange their research ideas and dis-
cuss their results. We were happy to invite many scholars and experts from China to participate in this
event. The annual conference and the symposium consist of 8 panel sessions and 1 keynote speech.
Panel sessions are featured with the following: Microeconometrics, Econometric Methodology, Ap-
plied Macroeconometrics, Quantitative Analysis, Applied Microeconometrics, Applied Financial
Econometrics, Empirical Economics, and PhD Candidate Session in Empirical Finance.

We were grateful to Chih-Chiang Hsu (National Central University), Chao-Hsi Huang (National
Tsing Hua University), Jin-Lung Lin (National Dong Hwa University), Larry Y. Tzeng (National Tai-
wan University), Mei Hsu (National Taipei University), Ping Fang Zhu (Shanghai Academy of Social
Sciences), Shao Ping Wang (Huazhong University of science and technology), Sheng-Syan Cehn
(National Taiwan University), Shiu-Sheng Chen (National Taiwan University), and Yi-Ting Chen
(Academia Sinica) for chairing the sessions of these conferences.
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Academic Events
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2011 Taiwan Econometric Society Annual Conference

& Cross-Strait Joint Symposium on Econometrics

We invited Prof. M. Hashed Pesaran (University of
Cambridge) to deliver a keynote speech about China’s
Emergence in the World Economy and Business Cycles in
Latin America. And also, we were honored to have Tong-
san Wang (Chinese Association of Quantitative Econom-
ics; CAQE) and Pingfang Zhu (Shanghai Academy of So-
cial Sciences) to give opening remarks on Cross-Strait
Joint Symposium on Econometrics.

Prof. Pesaran showed how changes in trade linkages
between China, Latin America, and the rest of the world
have altered the transmission mechanism of international
business cycles to Latin America. Evidence are based on a
Global Vector Autoregressive (GVAR) model for 5 large
Latin American economies and all major advanced and
emerging economies of the world. He found that the long-
term impact of a China GDP shock on a typical Latin
American economy has increased by three times since
mid-1990s. He then explained why Latin America did so
well during the global crisis, but pointed out the risks as-
sociated with a deceleration in China’s economic growth
in the future to both Latin America and the rest of the
world.

We were also happy to welcome nineteen scholars from
China to join this symposium. These scholars were from:
Chinese Academy of Social Sciences, East China Univer-
sity of Political Science and Law, Huazhong University
of Science and Technology, Shanghai Academy of Social
Sciences, Shanghai Jiaotong University, Shanghai Univer-
sity, Shanghai University of Finance and Economics, and

19

Keynote speaker: Prof. Pesaran

Prof. Tongsan Wang and Prof. Chung-Ming Kuan



Academic Events

¢ Routine Workshop-WETA

In WETA in September, Prof. Ji-Liang Shiu (National
Chung Cheng University) introduced the identifications
and estimations of measurement error models and illustrate
identification of semiparametric measurement error mod-
els. The second part of his talk discussed how to utilize the
identification techniques in measurement error model to
identify and estimate nonlinear dynamic panel data models
with unobserved covariates.

WETA in October and November were cancelled be-
cause of the 2011 TES Annual Conference and CRETA
Workshop 12. In WETA in December, Prof. Meng-Lan
Yueh (National Chengchi University) gave a talk about
whether options are mis-priced. She found that options are
mispriced based on the high average returns, CAPM al-
phas, and Sharpe ratios of various trading strategies. In this
seminar, she examined whether option returns are exces-

sive relative to their risks and demonstrated the various
risk premia documented in the literature.

¢ Co-Hosted by CRETA

This seminar was hosted by department of finance,
NTU and co-organized by CRETA. Prof. Dr. Edward W.
Sun (Bordeaux Management School, France) was invited
to introduce the ARME-GARCH model with fractal pro-
cesses and how the model is applied to real finance mar-
ket. He indicated that the advantage of the empirical
study is threefold. First, using multi-dimensional copulas
can reveal the tail dependence of the co-movement of
several assets. Second, their model can capture long-rang
dependence, volatility clustering, and so on. Third, using
high-frequency data, the impact of both macroeconomic
factors and microstructure effects on asset return can be
considered.
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