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This report was generated autonomously by an AI replication pipeline for the “Does Empirical Finance
Replicate?” project. It documents one attempt to reproduce the paper’s main analysis from the data and
methods described below. Individual replications may contain mistakes. Treat the numbers as estimates
to be checked, not as a verdict on the original paper. Original article: doi:10.1016/s0304-405x(00)00069-
6.

1 Summary

1.1 The Paper

Johnson, Boone, Breach, and Friedman (Journal of Financial Economics, 2000) ask why exchange-rate
depreciation and stock-market collapse during the 1997–98 Asian crisis varied so widely across
emerging markets. Governance variables explain depreciation better than macroeconomic funda-
mentals do. The authors build a country-level cross-section of 25 emerging markets and regress
two outcomes, the percent change in the nominal exchange rate from end-1996 to January 1999
and the dollar value of the stock market, on standard macroeconomic indicators and on country-
level governance indices. The indices come from La Porta, Lopez-de-Silanes, Shleifer, and Vishny
(1998) together with a 1998 Flemings Research index.

1.2 Replication Findings

The replication reproduces Table 5 exactly. Coefficients match the paper to within rounding at
the third decimal across all ten governance specifications, R-squareds match to within ±0.01, and
significance stars match across all 30 cells. The paper prints every regression input in its own
Tables 2 and 3, so the replication amounts to a transcription of those tables followed by plain OLS.
A five-year out-of-sample application to 2006–2011 keeps the headline governance coefficients
positive, but none of them is statistically significant, so the result weakens out of sample.

2 Data

The paper’s data come from published reports rather than firm-level databases. Table 2 of the pa-
per lists exchange rates and purchasing-power changes, sourced originally from The Economist and
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the IFC 1998 Emerging Markets Factbook. Table 3 lists the macroeconomic indicators, among them
the 1996 budget balance, broad-money growth, the current account, central-bank reserves, and
foreign debt, with original sources at J.P. Morgan and Goldman Sachs research notes. Table 3 also
carries the governance indices. LLSV (1998) supplies judicial efficiency, corruption, rule of law,
anti-director rights, creditor rights, and accounting standards, and Flemings Research supplies a
1–5 index of corporate governance.

The replication transcribes Tables 2 and 3 of the paper into a 25-row, 22-column country-level
dataset. Nothing in the sample is substituted, because every input is a value the paper itself
reports, and WRDS is not used. The sample size for each regression varies because the LLSV
indices are missing for the five transition economies, namely China, the Czech Republic, Hungary,
Poland, and Russia. Judicial efficiency and anti-director rights drop these five, creditor rights also
drops Venezuela, accounting standards also drops Indonesia, corruption and rule of law drop only
the Czech Republic and Russia, and the Flemings index drops China, Colombia, Greece, Portugal,
and Venezuela.

The out-of-sample test uses 2006 and 2011 annual-average LCU/USD exchange rates from the
Global Macro Database for all 25 countries. The 2006 reserves control is World Bank indicator
FI.RES.XGLD.CD for 24 countries and the Central Bank of the Republic of China value for Taiwan.
The original governance indices remain predetermined country characteristics.

3 Methodology

The dependent variable is exchange-rate purchasing power in January 1999 with end-1996 nor-
malized to one,

fx ppc =
ERc,end-1996

ERc,Jan-1999
.

A value of 0.28 (Indonesia) means the rupiah retained 28 percent of its end-1996 dollar purchasing
power. A value of 1.00 (Argentina) means a stable peg.

For each governance variable g, the paper estimates three specifications by OLS,

fx ppc = α + β1gc + εc, fx ppc = α + β1gc + β2EastAsiac + εc,

fx ppc = α + β1gc + β2EastAsiac + β3Reservesc + εc.

Standard errors are conventional OLS, with no clustering and no heteroskedasticity-robust correc-
tion. The paper’s standard errors reproduce nearly exactly under that assumption.

The out-of-sample test preserves these specifications and replaces the dependent variable with
the 2006 exchange rate divided by its 2011 value. Reserves are measured in 2006. This five-year
window is fully non-overlapping and spans the later global financial crisis. Annual-average ex-
change rates are a coarser timing measure than the paper’s point-in-time endpoints.

Key differences from the paper. None. The replication uses the paper’s printed data, the pa-
per’s specification, and plain OLS. There is no deviation in sample, regressors, dependent variable,
or estimator.

4 Results

4.1 Table 5 — Enforceability of contracts and shareholder rights

Table 1 compares replication coefficients against the paper’s published values. “Alone” is the
simple regression, “+EA” adds the East-Asia dummy, and “+EA+Res” adds central-bank reserves
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at end-1996.

Table 1: Replication of Table 5 of Johnson et al. (2000). Dependent variable: exchange-rate pur-
chasing power in January 1999, end-1996 = 1. Single asterisk p < 0.10, double asterisk p < 0.05.
SEs are conventional OLS in parentheses.

Specification Paper coef (SE) Repl coef (SE) Paper R2 Repl R2

Panel A: Contract enforceability
Judicial efficiency, alone (n = 20) 0.05∗∗ (0.02) 0.0517∗∗ (0.017) 0.34 0.346
Judicial efficiency, +EA 0.05∗∗ (0.02) 0.0515∗∗ (0.017) 0.37 0.368
Judicial efficiency, +EA+Res 0.05∗∗ (0.02) 0.0464∗∗ (0.018) 0.39 0.392
Corruption, alone (n = 23) 0.05∗∗ (0.02) 0.0538∗∗ (0.019) 0.28 0.277
Corruption, +EA 0.05∗∗ (0.02) 0.0537∗∗ (0.020) 0.28 0.277
Corruption, +EA+Res 0.04∗ (0.02) 0.0416∗ (0.021) 0.36 0.350
Rule of law, alone (n = 23) 0.04∗∗ (0.02) 0.0415∗∗ (0.019) 0.19 0.181
Rule of law, +EA 0.04∗∗ (0.02) 0.0428∗∗ (0.020) 0.20 0.196
Rule of law, +EA+Res 0.03 (0.02) 0.0279 (0.022) 0.27 0.277
Corp. governance (Flemings), alone (n = 20) 0.14∗∗ (0.05) 0.1380∗∗ (0.050) 0.30 0.295
Corp. governance, +EA 0.14∗∗ (0.05) 0.1438∗∗ (0.053) 0.31 0.305
Corp. governance, +EA+Res 0.13∗∗ (0.06) 0.1329∗∗ (0.061) 0.31 0.311

Panel B: Shareholder protection and creditor rights
Anti-director rights, alone (n = 20) 0.06∗ (0.03) 0.0590∗ (0.031) 0.17 0.170
Anti-dir. × judicial, alone 0.007∗∗ (0.003) 0.0070∗∗ (0.003) 0.26 0.260
Anti-dir. × corruption, alone 0.008∗∗ (0.003) 0.0079∗∗ (0.003) 0.25 0.249
Anti-dir. × rule of law, alone 0.01∗∗ (0.003) 0.0093∗∗ (0.003) 0.29 0.286
Anti-dir. × rule of law, +EA 0.01∗∗ (0.003) 0.0103∗∗ (0.003) 0.37 0.361
Creditor rights, alone (n = 19) −0.007 (0.030) −0.0072 (0.030) 0.003 0.003
Accounting standards, alone (n = 19) −0.0008 (0.003) −0.0008 (0.003) 0.004 0.003

Every cell agrees within rounding. Judicial efficiency is highly significant (β̂ = 0.052, t =
3.0) with R2 = 0.35, meaning that a one-point increase on the LLSV 0–10 judicial-efficiency scale
corresponds to roughly five percentage points less depreciation against the dollar. Corruption and
rule of law deliver essentially the same magnitude. The Flemings 1–5 index carries a much larger
per-unit coefficient (β̂ = 0.138), consistent with its narrower scale. Anti-director rights interacted
with each of the three contract-enforceability indices is significant at five percent, which confirms
the paper’s emphasis that legal rights matter when enforcement is strong. Creditor rights and
accounting standards remain insignificant in both the paper and the replication.

4.2 Out-of-sample test

The same cross-country design applies to 2006–2011, a five-year window spanning the global fi-
nancial crisis. The four headline baseline coefficients stay positive but shrink and lose significance:
judicial efficiency 0.0188 (t = 0.83), corruption 0.0223 (t = 0.94), rule of law 0.0019 (t = 0.08), and
Flemings governance 0.0449 (t = 1.00). The direction persists, but the paper’s significance pattern
does not. The out-of-sample result is WEAKENED. See oos-table.txt.
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5 Conclusion

The replication reproduces Johnson et al. (2000) Table 5 exactly. The original Asian-crisis result
does not depend on data construction or estimation choices once the printed inputs are tran-
scribed. In the later 2006–2011 global-crisis window, the governance coefficients keep their pre-
dicted direction but lose significance, so the result weakens out of sample.
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