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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(03)00125-9.

1 Summary

Table 8 relates three country-level measures of financial development to trade openness in the late
1990s. This replication estimates Panels A–C and all three columns, using the paper’s merchandise-
trade definition of openness, conventional standard errors, and the Frankel–Romer constructed
trade-share instrument. Eight of the nine openness terms carry the paper’s positive sign, but only
three are significant at 5%. The replication is therefore partial and does not reproduce the paper’s
uniform pattern of positive and significant openness coefficients.

2 Data and methodology

Panel A averages market capitalization over GDP across 1996–1998. Panel B uses the number of
domestic companies listed per million inhabitants in 1997. Panel C uses the sum of equity and
long-term private debt issues over GDP for the 1990s. Demand for finance is proxied by log PPP
GDP per capita averaged over 1996–1998, and openness is average 1996–1998 merchandise trade
over GDP.

The World Development Indicators supply market capitalization over GDP, PPP GDP per
capita, population, and merchandise trade over GDP. They also supply the listed-company counts,
a same-object substitute for the paper’s Emerging Market Factbook source. The World Bank’s
Financial Development and Structure database supplies equityis and longterm, whose sum is
exactly the Panel C equity-plus-long-term-private-debt issue ratio. Frankel and Romer’s author
archive supplies the 1985 fitted trade share.
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Columns (i) and (ii) are OLS. Column (iii) instruments log-GDP-per-capita times openness
with log-GDP-per-capita times constructed trade share. All reported standard errors are conven-
tional because Table 8 specifies no robust or cluster correction.

3 Results

Table 1: Table 8 openness terms. Conventional standard errors in parentheses.

(i) OLS (ii) OLS (iii) IV
Paper Repl. Paper Repl. Paper Repl.

Panel A 0.214 0.4655 0.025 0.0472 0.048 -0.0015
(0.082) (0.1183) (0.009) (0.0118) (0.024) (0.0272)

N 96 68 96 68 82 61

Panel B 25.10 0.4192 2.69 0.0130 5.35 3.8177
(7.11) (13.5217) (0.76) (1.3702) (1.78) (1.4823)

N 91 83 91 83 81 73

Panel C 0.022 0.0142 0.002 0.0014 0.006 0.0031
(0.011) (0.0123) (0.001) (0.0013) (0.003) (0.0028)

N 34 35 34 35 34 35

Panel A’s OLS association remains positive and significant, but its IV coefficient is near zero. Panel
B’s OLS terms are near zero while its IV term is positive and significant. Panel C retains the
positive signs but not 5% significance. Current WDI coverage yields 68 Panel A countries rather
than 96. Panel B is fragile to Bermuda’s extreme listed-firms-per-capita value, which is retained
because the paper provides no exclusion rule.

4 Out-of-sample test

The Panel A and Panel B specifications, re-estimated on 2018–2020 averages with 2019 listings,
deliver four positive and significant OLS openness terms, so the OLS claim is confirmed. The later
cross-section has essentially no first-stage power for the 1985 geography instrument (F = 0.04 and
0.01), so the out-of-sample IV coefficients are uninformative. Panel C is a single 1990s cross-section
and cannot be extended with the same source.

5 Conclusion

The available data support a partial in-sample replication and a confirmed OLS out-of-sample
result, subject to narrower current WDI coverage and a same-object Panel B vendor substitution.
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