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+ “Identifying the Mechanism of Stock Price Bubbles”

This study tries to identify the cause of bubbles in the euro stock market. For this
purpose, we first estimate the fundamental value of a euro stock index through its
dividend futures prices, and then define the stock price bubble as the deviation of the
index price from the estimated fundamental value. By using the VAR techniques, we
show that shocks in index volatility, credit spread, and term spread strongly affect the
subsequent fluctuation in stock price bubbles, while shocks in interest rate and market
liquidity have rather small effects. Furthermore, the response of stock price bubble to
these shocks is consistent with bubble theories that focus on the role of leverage and
collateral. These findings support the counter-cyclical measure on leverage, particularly

the one based on market volatility.
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+ “An Examination of the Proper Internal Control Environment to Improve the Loan
Quality of Vietnamese Financial Institutions”

In this paper, I am concerned with banks’ commitment to competence and excellence,
their human resource policies and practices. I hypothesize that changes in these two
factors are associated with credit risk management, especially loan quality. However, I
recognize that general economic conditions and the practical effectiveness of internal
controls may have a dominant influence on loan quality. Poor loan quality could also be
a consequence of more accurate recognition of bad loans that were originated during the
period when Vietnam’s economy was controlled by the state. The research starts with
an analysis of the current conditions of the internal control systems in Vietnamese
financial institutions. This analysis is supported by a survey and interviews with
many Vietnamese bankers and relevant regulatory authorities. The analysis focuses
on the correlation between the above mentioned two key factors of the internal control
environment with loan quality, namely loan growth and impairment loan indicators for
the responding financial institutions. This study helps to explain why and how the
rules of the effective internal controls exist, especially for the control environment with

the two key observed factors. The paper points out some good practices for having an



effective and strong internal control environment in terms of the commitment to
competence and excellence, as well as human resource policies and practices in order to

strengthen the loan quality of Vietnamese financial institutions.

+ “Monopolistic Dealer versus Broker: Impact of Proprietary Trading with Transaction
Fees”

In this study, we consider a one-period financial market with a monopolistic
dealer/broker and an infinite number of investors. While the dealer who trades on his
own account (with proprietary trading) simultaneously sets both the transaction fee and
the asset price, the broker who brings investors' orders to the market (with no
proprietary trading) sets only the transaction fee, given that the price is determined
according to the market-clearing condition among investors. We analyze the impact of
proprietary trading on the asset price, transaction fee, trading volume, and the welfare
of investors. Results that proprietary trading increases both the trading volume and the
transaction fee, and improves social welfare. Our study effectively demonstrates how

proprietary trading affects market equilibrium and welfare of investors.
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Ha Ly Dao, “The Next Finance Crisis: Vietnam Banks”, Nanzan Management Review
(October 2013) Vol.28 No.2 pp311-335
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