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13-15 17
1 AA AAA
1.1
o ( RO07-DR007)
Corton Mee 111 AA  AAA
rick * Krish- ( CD_Spread)
namurthy € )
1 3 6
9 12
2 3
2015 4 3
Wind 1 2016
2020 28 596 1 ~2019 12 48
18.97
1
Table 1 Term structure of negotiable certificates of deposit ( NCDs)
1 3 6 9 12
1 30 2 0 15 48
1% 2.083 62.500 4.167 0.000 31.250 100. 000
1 2016  ~2019 48 AA
30 3 AAA
(3 )
AAA
AA
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1.1.2  AA AAA

( €CD_Volumn) AA AAA (3
) 2
2
Table 2 Difference in issuing amount for AAA and AA issuers
2016 2017 2018 2019
AAA 84 200.3 135 307.5 165 719.9 145 849.4 531 077.1
AA / 15 997.6 19 497.4 10 641.4 6771.7 52 908.1
/ 68 202.7 115 810.1 155 078.5 139 077.7 478 169.0
1.1.3 AA AAA
( CD_Success) AAA AA
1) (CD
Success_a)
CD_Success_a =
( + )
(1)
2) (CD
N Success_b)
CD _Success b =
( + )
(2)
3 AAA AA
Table 3 The fraction of successful issues for AAA and AA NCD issuers
2016 2017 2018 2019
AAA  CD_Success_a 94.559% 97.004 % 98.225% 97.849%
AA  CD_Success_a 94.360% 91.224% 88.639% 61.490%
0.198% 5.781% 9.587% 36.360%
AAA  CD_Success_b 95.792% 98.307% 98.924% 98.941%
AA  CD_Success_b 94.432% 88. 665 % 83.523% 52.310%
1.360% 9.642% 15.401% 46.630%
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X
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1.3
2016 1 ~2019 12 924
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4

Table 4 Definition of measures

CD_Spread AA  AAA
AAA  AA
CD_Volume
AAA  AA

CD_Success_a

AAA  AA
CD_Success_b
Repo_Spread R0O07  DROO7
DRO07 R0O07
Repo_Volumn
CD_
Success_a CD_Success_b 5 2016 1 ~2019 12

5
Table 5 Summary of measures

CD_Spread 924 0.461 0.125 0.000 1.000

CD_Volume 924 0.498 0.082 0.000 1.000

CD_Success_a 924 0.351 0.192 0.000 1.000

CD_Success_b 924 0.386 0.194 0.000 1.000

Repo_Spread 924 0.152 0.084 0. 000 1.000

Repo_Volumn 924 0.175 0.081 0.000 1.000

a
KMO 78.344% CD_Success_b 3
78.047% .
KMO 0.54
0.5~1.0 CD _Success _a CD _Success _b
0. 000
100
Index_a  Index_b.
3

CD_Success_a  CD_Success_b
CD_Success_
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Fig. 4 Investor structure of inter-bank bond market
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Table 6 Definition of main variables

Sprd jdsipond AA - AAA

Sprdyuppond AA - AAA
Sprd

pot_stat -

Sprd

pot_cetl -

FSI

Default

num

Default

prop

Index_a

Index_b

Index_ma Index_a

Index_mb Index_b

Sprd o i ( AA) AA

Sprd i ( AAA) AAA -

Def 10

Term 10 3

Dummy_S (3 6 .9 12 ) 1 0

Dummy_B 2019 5 24 ¢ 7 0 1

31

( Default .
p) . 2018 1 ~2019 6 328
17 Default

num

Default

prop

In—
dex

FSI;, =a + B, Index_m; , + B
B, Index_m, ,_, + & (8)
Default;, =a + B, Index;, + B, Index;, , + & (9)
(8)
FSI 2.4

17 2.4.1
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2022 8
7
Table 7 Summary of main variables
Index_a 924 36.374 34.924 7.591 21.076 62.870
Index_b 924 36.919 35.362 7.647 19.055 62.453
Dummy_S 912 0.088 0.000 0.283 0. 000 1.000
Dummy_B 912 0.160 0.000 0.367 0.000 1.000
Sprd g pani ( AAA) 912 58.125 58.490 22.505 -1.190 92.890
Sprd,, pun( AA) 912 118.571 117.385 31.075 43.090 296. 370
Sprd jyagpond 911 153.008 117.320 64.711 64.438 255.580
Sprd yueppona 911 79.307 54.547 50. 806 18.422 175.930
Sprd . s 911 146.342 157.081 59.525 61.941 229.720
Sprd,, e 911 191.153 196.356 60. 112 96. 489 286.788
Term 911 115. 447 111.360 34.335 ~39.440 204. 590
Def 911 45.281 47.122 10.440 15.690 64.562
FSI 47 -0.837 0.370 -0.867 -1.352 -0.238
Default,,, 346 5.633 3.000 12.518 0.000 203. 000
Default,,, 346 0.057 0.035 0.112 0. 000 1.777
7 Sprd,,, i ( AA) Sprd,,.,. sun 146.342 bp  191.153 bp
(AAA)
- Sprd 1 gpona
153.008 bp  Sprd,,. o 79.307 bp 2.4.2
8 (5) (6)
Sprd pt_stat Spr put_cetl Sprd.,pp 4 AA
8 “ »
Table 8 Cause of money market liquidity dispersion and impact of Baoshang Event
Index_a Index_b
(1) (2) (3) (4)
Dummy_S 2.8627" 2.288° 2.637° 2.0827
(1.074) (0.963) (1.095) (0.998)
Sprel o pan: 0.095 0.043 0.097 0.047
(0.013) (0.008) (0.013) (0.009)
Dummy_B 33.501 %" 32.511°
(7.168) (6.883)
Dummy_B X Sprd,,,,, -0.135™ -0.1317*
(0.052) (0.050)
Constant 24.9717"* 28.807 " 25.261 28.967
(1.373) (0.923) (1.422) (1.004)
Adj R? 0.158 0.613 0. 161 0.581
Observations 912 912 912 912
Newey-West RN 10% 5% 1%
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8 (1) (3) (5)
Index_a Index_b
Sprdan)unk 1 %
“ ”» [13 ”»
Dummy_S 1% AAA
Sprdnun{;(mk
2.4.3
8 (2) (4) (6) 1)
“ ” Dummy_B
[ »
(7) 9
“ 7 AA - AAA
Dummy_B x Sprd,, 4. 1% JAA - AAA
Sprdnun-bank 10 -
1 b [13 » _
9
Table 9 Money market liquidity dispersion and corporate bond spread gap between AAA and AA issuers
Sprd dsgond SprdMuchund
(1) (2) (3) (4) (5) (6)
Index_a 1631 *** 1.773
(0.300) (0.243)
L. Index_a 1.708 1.753 %
(0.295) (0.242)
Index_b 1.608 *** 1.746
(0.299) (0.245)
L. Index_b 1.709 *** 1 744 ¥
(0.294) (0.244)
Term 0.739 0.734 0.723 ™ 0.4117 0.405 " 0.393 ™
(0. 056) (0.054) (0.053) (0. 040) (0.036) (0.036)
Def 2.560 " 1.521 7 1.510 2.287 1.191 1.184 7
(0.196) (0.197) (0. 199) (0. 149) (0.137) (0. 140)
Constant —48.260 7 | —122.2977 | —121.543™ || -71.720™ | -149.830 " | -148.7127"
(6.203) (7.012) (7.046) (4.900) (5.680) (5.611)
Adj R? 0.424 0.533 0.531 0.378 0.577 0.572
Observations 911 910 910 911 910 910
Newey-West TR 10% 5% 1% .
9 (1) ~ (3) Term 2.560 0.739 1%
(1)
Index Def 9 (2)
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Index_a 12.381 bp Index_b
R* 0.424 AA  AAA 12.296 bp.
0.533 Index_a 9 (4) ~ (6)
R’ 0.2
Index_a Index_b 1%
9 (3) Index_b
1%
Index_a AAAAA
10
Table 10 Money market liquidity dispersion and corporate bond spread gap between state-owned and private issuers
Sprd . a Sprd . cen
(1) (2) (3) (4) (5) (6)
Index_a 1.756 1.594
(0.348) (0.334)
L. Index_a 1.739 1.592
(0.353) (0.335)
Index_b 1.669 1.515 ™
(0.345) (0.330)
L. Index_b 1.664 1.527
(0.350) (0.331)
Def 0.638 ™" -0.452" -0.419" 1.196 " 0.203 0.232
(0.248) (0.238) (0.243) (0.229) (0.223) (0.228)
Term 0.296 " 0.293 0.281 0.502 0.500 " 0.490 "
(0.071) (0.065) (0.066) (0.066) (0.062) (0.063)
Constant 83.332 5.602 9.470 78.976 8.068 11.522
(9.991) (12.841) (13.188) (9.400) (12.053) (12.381)
Adj R? 0.051 0.193 0.180 0.161 0.277 0.266
Observations 911 910 910 911 910 910
: Newey-West R 10% 5% 1%
10 (1) ~ (3) 12.763 bp. (4) ~ (6)
(1) -
1%
Def  Term
R 0.051. (2) (3) Index_a  Index_b
Index_ct Index b - 12.100 bp  11.585 bp.
0. 002
9 10
0.193 0. 180 Index_a-Index_b
9
Index_a
13.330 bp Index_b 2)
- 11 (8)
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11
Table 11 Money market liquidity dispersion and financial stability index
FSI (1) (2) (3) (4)
Mean_indexa —0.02277*
(0.006)
L. Mean_indexa 0.002
(0.010)
Mean_indexb ~0.023 77
(0.007)
L. Mean_indexb 0.003
(0.010)
Max_indexa ~0.018
(0.007)
L. Max_Indexa 0.002
(0.008)
Masx_Indexb -0.018™
(0.008)
L. Max_Indexb 0.002
(0.009)
Constant -0.097 -0.096 -0.121 -0.092
(0.501) (0.535) (0.605) (0.682)
Adj R? 0.089 0.087 0.088 0.082
Observations 47 47 47 47
Newey-West TR 10% 5% 1%
11 4 Index_a z 3
Index_b
(9) 12.
12
Table 12 Money market liquidity dispersion and default on collateralized repo
Default,,,, Default,,,,
(1) (2) (3) (4)
Index_a 0.356 0.003 ™
(0.126) (0.001)
L. Index_a 0.392 0.004
(0.330) (0.003)
Index_b 0.326 0.003 "
(0.105) (0.001)
L. Index_b 0.349 0.004
(0.284) (0.002)
Constant -21.982" -19.878" -0.209 -0.188°
(11.691) (10.408) (0.102) (0.091)
Adj R? 0.076 0.070 0.089 0.082
Observations 345 345 345 345
© ke ek

Newey-West T

10% 5%

1%
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12 4 (1) (2) 45.9%.
(3) (4)
2
2.4.4
Index
: (5) (6)
Index_a Index_b 7 ( Seven_rr) 14 ( Fi_rr)
2.702 2.493
5.427  49.8% 13.
13 —
Table 13 Robustness test: The effect of OMO
(1) (2) (3) (4)
Index_a Index_a Index_b Index_b
Dummy_S 2.8227 2.342° 2.597 2.134™
(1.076) (0.965) (1.098) (1.003)
Sprd yon sant 0.094 0.045 0.097 *** 0.050 ***
(0.013) (0.009) (0.014) (0.010)
Dummy_B 33.659 32.894
(7.319) (7.076)
Dummy_B X Sprd, o, yni -0.135™ -0.133™
(0.053) (0.051)
Seven_rr ~0.000 0. 000 ~0.000 0.000
(0.001) (0.000) (0.001) (0.000)
Fi_rr 0.001 0.001 0.001 0.001
(0.001) (0.001) (0.001) (0.001)
Constant 25.126 " 28.208 " 25,335 28.311 7
(1.572) (1.049) (1.635) (1.140)
Adj R? 0.156 0.615 0.161 0.583
Observations 912 912 912 912
Newey-West BN 10%5% 1%

RO07-DRO07( Repo_spread)

14.



— 121 —

14

Table 14 Robustness test: Regression of repo spread

Repo_spread (1 (2)
Dummy_S 0.014 0.011
(0.012) (0.012)
Sprd,n ank 0.001 ™ 0.000
(0.000) (0.000)
Dummy_B 0.505 "
(0.204)
Dummy_B X Sprd,,,,, s -0.003 ™"
(0.001)
Seven_rr -0.000 0.000
(0.000) (0.000)
Fi_rr -0.000 -0.000
(0.000) (0.000)
Constani 0.192 0.212°
(0.012) (0.009)
Adj R? 0.033 0.213
Observations 912 912

Newey-West

10% 5% 1%

15.
15 —_—
Table 15 Robustness test: Index construction with PCA
(1) (2) (3) (4) (5)
Sprd g Sprd ypueppond Sprd 1 4uBond Default,,,, FSI
Index_PCA 0.341 7 0.235 0.262 0.000 " -0.002
(0.029) (0.021) (0.026) (0.000) (0.001)
Adj R? 0.421 0.625 0.611 0.021 0.195
Observations 910 910 910 346 47
Newey-West B 10%5% 1%
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Money market’ s liquidity stratification: Measures causes and effects

HU Yue' WU Weneng”  SHI Chuanin’
1. School of Business East China University of Science and Technology Shanghai 200237 China;
2. Antai College of Economics and Management Shanghai Jiaotong University Shanghai 200030 China

Abstract: Foreign literature has documented a significant impact of money market and institutional financing
on financial stability; but the big differences in market structure and low availability of data hinder domestic
scholars’ research on this issue. Using five indicators from collateralized repo market and interbank certificates
of deposit market this paper constructs an index of money market liquidity stratification in terms of factor anal—
ysis. Time series analysis shows that the money market liquidity stratification increases sharply and exhibits a
weaker correlation with the default risk of financial institutions after the Baoshang Bank was taken over which
reflects a deterioration of price efficiency in money market. On top of that money market liquidity stratifica—
tion will also lead to an increase in the financial cost of low credit rating and private firms default probability
of financial institutions and financial instability. Overall this paper measures the liquidity stratification of
money market examines the causes behind its sudden surge and explores its impact on corporate financing and
financial stability which has implications for how finance can support economy better.

Key words: money market; liquidity stratification; institutional financing; corporate financing; financial stability
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1

Attached Fig. 1 Structured issue of corporate bond

(A+B) B . A .
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1

Attached Table 1 Structure of financial stability index

31

2 3 31

Attached Fig.2 FSI index in this paper Attached Fig. 3 FSI index by Wang and Ren *'



