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Abstract

This paper used the framework of a two-player dynamic game to find the Nash
Equilibrium optimal strategies that Isuzu and Toyota could employ to compete with each
other in the domestic pick-up truck market. The paper also found significant evidences to
support the existence of consumer misperceptions regarding the quality of Toyota pick-up

trucks.
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SUMMARY OUTPUT
Regression Statistics
Multiple R 0.905423102
R Square 0.819790934
Adjusted R Square 0.818223959
Standard Eror 0041653224
Observations 17
ANOVA
of S M F Significance F

Regression 1 0907656937 0907656937  523.1479073 1.31866E-44
Residual 115 0.199523971 0.001734991
Total 116  1.107180908

Coefficients  Slandard Ermror t Stat P-value Lower 95%  Upper 95% Lower 95.0% Upper 95.0%
Intercept 0528589387 0009777244 5406323112 132307E-83 050920557 054795622 050922256 0.54795622
Var2 0038228864 0001671395 2287242679 131806E-44 0034918154 0.04153958 003491815 004153958
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Abstract

With the daily average turnover of over US$1,500 billion, the foreign exchange
market is a major potential source of settlement risk and, more significantly, systemic risk.
Foreign exchange settlement risk arises due to time lag between the execution of a foreign
exchange transaction and its confirmed settlement, and consists of both credit and liquidity
risks. Foreign exchange settlement exposure can from time to time be as great as or even
exceed the capital of many commercial banks actively taking part in foreign exchange
transactions. This would potentially cause the institution in great peril in the even of the
failure of its counter-party.

This paper describes the use of the new settlement system--CLS (Continuous
Linked Settlement) system-- as part of a solution towards the reduction of foreign exchange
settlement risk. It first looks at the principles underlying the new settlement system and its
contribution to controlling settlement risk and then analyzes the likely solution for emerging
countries like Thailand in the move towards an increasing involvement with the CLS
system in the future.

The analysis shows that while participating in the CLS system tends to help
improve risk management in the foreign exchange market in many industrialized countries
with relatively large foreign exchange settlement exposure, the net benefits arising from the
actual participation in the CLS system still remains unclear in the case of emerging
countries like Thailand. The analysis also suggests that the “Third-party solution”, while still
remains some weaknesses, seems to be the most suitable model for Thailand in case there
is a pressing need for the country to take part in the CLS system in the future. The paper
also points out a set of “critical factors” that need to be taken into account when
conducting the cost-benefit analysis aiming at discerning an appropriate “Third-party

service provider” in case Thailand plans to join the CLS system in the future.
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Box 1

Definitions of Types of Risk in FX Transactions
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Chart 2
The likely impact of PvP on the size and duration of

FX settlement exposure
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Chart 3

CLS Bank is a Multicurrency Bank
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settlement member
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WN settlement member WARYTIE
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e latusay settlement member f1foy% single multicurency 498 sub accounts Ya9usaAY

analiv (7 dna)

Box 2
The CLS Bank’s Settlement Cycle

00.00 Final deadline for unilateral cancellation of a transaction

00.00 Preliminary pay-in schedule is issued to the banks

06.30 Final deadline for bilateral cancellation of a transaction

06.30 Final pay-in schedule is issued to the banks

07.00 Settlement starts

08.00 Final deadline for first pay-in to the CLSB

09.00 Settlement executed

12.00 Pay-ins to be completed

12.10 Pay-outs to be completed

fan: Norge Bank, 2001.
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Chart 4
How CLS Works
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3.1 ﬁﬁmaqsnswmu'lé’na‘ln CLS system
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Chart 5
CLS Daily Volumes
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Chart 6
CLS Settlement Values (in Billions of USD)
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Types of CLS participants and their roles
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Chart 10

Hours at risk by currency pair (weighted averages)
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BUY USD THB JPY EUR CHF AUD

USDh 24 32 21 23 32
THB 6 13 2 4 13
JPY 25 24 21 23 32
EUR 24 23 31 22 31
CHF 25 24 32 21 32
AUD 23 23 30 19 21

Source: Bank of Thailand (2001)
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Chart 11
Industry Exposure Profile

Single and inter-day profiles - net amounts
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Chart 12

Possible Options for Joining CLS for Thailand
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Chart 13

The ratio of FX turnover to GDP in some countries

% of FX daily turnover per GDP (Year 2000)
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Abstract

Macroeconomic policy can have an impact on poverty reduction. This is really true
in case of Thailand where absolute poverty has been reducing over the last five decades.
Nevertheless, relative poverty has hardly been declined slowly, in contrary, it has risen
dramatically, especially after the financial crisis in 1997. Income inequality seems to have
climbed up to an alarming rate unless any effective measure has been implemented at

once. In sum, the U-inverted curve of e\l la kuznets has never been the case of Thailand.
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Submission of papers for publication in Thammasat Economic Journal

The submission should be sent to Editor of Thammasat Economic Journal, Prachan
Road, Bangkok 10200 Thailand. Both a hard copy and a file in MS Word format on
floppy disc are required. Pictures, diagrams and tables should be in separate files.

The article must be written in Thai or English and prefaced by an abstract.

The copy must be printed on one side only of the A4-size paper, double spaced with a
margin of at least 1.5" on the left-hand and right-hand sides. Footnotes should be kept
to a minimum, indicated by superscript numbers in the text. The context of footnote
and the superscript numbers of reference must also be in the same page.
Mathematics should be used only if it is necessary. The definitions of mathematical
terms and variables must be provided. The sources, definitions and the study period of
any empirical data must be clearly specified.

Citations in the text use the Harvard System of short references (e.g., Miller and Fisher,

1995, pp.125-127; Davidson, 1984, pp.220-221) with a full alphabetical list at the end in

the following style:

Davidson, C., 1984. Cartel stability and tariff policy. Journal of International
Economics, Vol.17, pp.219-37

Miller, R.L. and Fishe, R.P.H., 1995. Microeconomics: Price Theory in Practice. New
York: Harper Collins College Publishers.

Siamwalla, A., 1990. Land-Abundant Growth and Some of Its Consequences. Paper
presented at IFPRI Conference on Agricultural on the Road to Industrialization,
Taipei, Taiwan, 1-7 September.

6. The submission will be reviewed by readers. Editor may ask the author to revise the

article before publication in the journal.
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