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Role of Inter-bank Networks in the Pre-war
Japanese Financial System

Tetsuji Okazaki and Michiru Sawada
Abstract

In this paper we identify networks among banks in pre-war Japan based on director
interlocking data, and explore their implications. It was found that nearly 60% of banks
had interlocking ties with at least one other bank. The large regional banks tended to
have many interlocking ties. One of the effects of the inter-bank networks was reducing
the probability of bank failure. This result is consistent with the descriptive evidences
that banks supported a bank in the same network through supplying liquidity, in case it
was faced with liquidity shortage. At the same time, a bank tended to choose a bank in
the same network as a counterpart of consolidation, which suggests that inter-bank

networks lowered the coordination cost of consolidation.
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1 FRERITHDO D (19264F)
FEERT% OBS %

0 420 41.71%
1 297 29.49%
2 146 14.50%
3 63 6.26%
4 40 3.97%
5 16 1.59%
6 10 0.99%
7 4 0.40%
8 1 0.10%
9 5 0.50%
10 2 0.20%
11 2 0.20%
13 1 0.10%




zR2 RYRT—IDHE M
INRILA 2Yb—YDIEE

BAT OBS %

h#%ER1T 81 8.04%
BDER1T 142 14.10%
FEFRDTIL—TF 364  36.15%
FykJ—97L 420 41.71%
RITHEE 1007  100.00%

NILB RITIRAR R BT

OBS %
(DKERIT
IMRITOHESRYRT—H 53  35.33%
D KEBITEDRYET—OHY 64  42.67%
FrYbI =730 33 22.00%
KEBITEE 150
(/M R1T
IMRITOHESRYRT—H 319  37.22%
KEBITEDRYET—OHY 151 17.62%
TYbT—9730 387 45.16%
INBITEE 857
RITHEE 1007
INAILC Husg Bl 44

1926

gI—T OBS %
BERRYET—HODH 402  39.92%
BarvkI—o8HY 185  18.37%
FyrJ—97L 420 41.71%

RITHEE 1007  100.00%
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R4 PYRT—OERE/INTH—T R

REAZE ERE/REE A/ EH ROE
[1] [2] [3] [4] [5] [6]
NETWORK -0.0022 -0.0087 0.0033
(0.0048) (0.0181) (0.0054)
FRERITH S — -0.0064 -0.0501 b 0.0017
(0.0112) (0.0246) (0.0082)
BB ITA=— -0.0011 0.0066 0.0113
(0.0072) (0.0269) (0.008)
JERIZIRITAZ— -0.0017 -0.0064 0.0004
(0.0055) (0.0203) (0.0061)
REEDBAXHUE 0.009 a 0.0091 a 0.0379 a 0.0394a  -0.0021 -0.0021
(0.0023) (0.0024) (0.0064) (0.0067) (0.0027) (0.0027)
EXa=— 0.0059 0.0061 0.0819 0.083 -0.0318 a -0.0326 a
(0.007) (0.0072) (0.0511) (0.0523) (0.0083) (0.0083)
TIGERE 0.0001 0.0001
(0.0002) (0.0002)
B/ EH 0.0154 0.0151
(0.0107) (0.0107)
LisLbys 0.0071 a 0.0072 a
(0.0015) (0.0015)
HERESI43— -0.0272a  -00272 a 0.0128 0.0122 0.0046 0.0047
(0.0075) (0.0076) (0.0228) (0.023) (0.0077) (0.0077)
EHIE -0.0363 -0.0385 -0.4134 a -0.4359 a 0.1372 a 0.1365 a
(0.0323) (0.0336) (0.0905) (0.0956) (0.0364) (0.0365)
R%/log likelihood 0.019 0.0193 0.0465 0.0484  956.10339  957.04466
R 1007 1007 1007 1007 1007 1007

BIRERE— 5B —BEEEEE T .

a.blEZFNFN1%, SWKETHEHMICEETHDEETRT,



RS RYRT—H LR - FREERE1927-19315F)

[1] [2] [3]
2T —H -0.5553 a -0.6393 a -1456 b
(0.213) (0.2318) (0.615)
2yt —2%ROE 3.7009
(6.7131)
b —ox#EfFEE LR 7.0458
(5.3582)
REEDBAXHIE -0.499 a -0.2192 ¢ -0.2077 ¢
(0.1205) (0.1147) (0.1154)
EXSz— 1.3276 a 1.0532 a 1.0508 a
(0.2382) (0.2949) (0.2948)
HERESI 43— 0.4037 0.2692 0.2578
(0.3288) (0.3495) (0.3571)
BEXRTEELLE 0.0849 0.0915 ¢
(0.0517) (0.0539)
ElrdhEELE -4.8702 -8.6444 b
(3.4352) (4.1877)
ROE -13.7681 a -15.2835 a
(3.4132) (4.7879)
BMiIHFEHEE -0.299 -0.2632
(0.6893) (0.7752)
E#IE 5.023 a 28812 ¢ 3.0905 ¢
(1.682) (1.5767) (1.6066)
Pseudo 0.0914 0.223 0.2301
£ 1007 1007 1007
[4] [5] [6]
FIERITAS— -0.7858
(0.5495)
BBRITAS— -0.5947
(0.3777)
JERIZIRITAZ— -0.6301 b
(0.2661)
HBRARYET—ODH -0.6471 b
(0.2563)
g s rvrT—o8HY -0.6205 ¢
(0.3697)
INBITEDRYRT—ODH -0.5591 b
(0.2575)
RBITEDRIET—OHY -0.8157 b
(0.3619)
REEDBAXHUE -0.2138 ¢ -0.2091 ¢ -0.2203 ¢
(0.1193) (0.1156) (0.1177)
EXTz— 1.0551 a 1.0833 a 1.0511 a
(0.301) (0.3015) (0.2974)
HEREGI43— 0.2683 0.276 0.2683
(0.3499) (0.348) (0.3504)
BEARTEE L E 0.0843 0.0842 0.085
0.0517 (0.0516) (0.0519)
EHESREELSE -4.8862 -4.8377 -4.8722
(3.4359) (3.4326) (3.4407)
ROE -13.7998 a -13.807a -13.7639 a
(3.4191) (3.4256) (3.4205)
EBfiIEEHTE -0.3088 -0.2706 -0.2964
(0.6973) (0.6897) (0.6902)
EHIE 2.8097 ¢ 27277 ¢ 2.8973 ¢
(1.643) (1.5927) (1.6192)
Pseudo R? 0.2232 0.2237 0.223
A% 1007 1007 1007
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=R6 BHrERINT—SH
INRILA B EE

BT R SERYRT—=5HY %

IR & B+ 94 27 28.7%
LGB 25 14 56.0%
BIUR 54 14 25.9%
&5t 173 55 31.8%
INHJLB SR1TH

BAT EER SHERVET—9HY %

151 154 42 27.3%
ERITLLE 19 13 68.4%
&5t 173 55 31.8%
INRJLC B RAvsIE S

BAT EER SHERVRT—9HY %
BERETEL 146 49 33.6%
ENdEL 27 6 22.2%
&5t 173 55 31.8%




=7 SHHHEFOER
INRILA B BEIZEER

WREAEH M&A All RIS GF = RN
[1] [2] [3] [4]
NETWORK 2.8106 a 1.9298 a 2.095 a 2.649 a
0.2464 0.2718 0.3582 0.3072
B—FFEA=— 5.0354 a 5.0689 a 42533 a 6.2353 a
0.2089 0.2913 0.3484 0.7531
Constant -7.3868 a -8.0405 a -8.2492 a -10.1263 a
0.1788 0.2495 0.2772 0.7062
Pseudo R? 0.4688 0.3985 0.2995 0.4829
LRI 51040 51040 51040 51040
INRILB EHEERFI
WEREAZE 2R 1927 1928 1929
[1] [2] [3]
NETWORK 2.321 a 2.2746 a 1.7843 a
0.3113 0.2556 0.3821
B—FRA=— 48923 a 5.0743 a 4876 a
0.3796 0.311 0.4209
Constant -8.5134 a -8.2506 a -8.733 a
0.3155 0.2772 0.353
Pseudo R? 0.391 0.4166 0.3396
ELRI% 51040 51040 51040
INRILC S i AT
EREAE % B—HERNEGH ENEH
[1] [2]
NETWORK 5.5278 a 4447 a
0.1878 0.4622
Constant -5.9221 a -7.6181 a
0.0859 0.2000
Pseudo R’ 0.1896 0.0767
ERRIBL 51040 51040
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