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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)00073-8.

1 Summary

1.1 The Paper

Henry (2000) asks whether stock market liberalizations in emerging markets precede booms in
real private investment. The paper studies 11 markets over 1977–1994 and regresses private in-
vestment growth on event indicators for each country’s first liberalization and the next three years.
Country and year fixed effects absorb persistent country differences and common shocks. The re-
ported post-liberalization coefficients are 0.23, 0.27, and 0.17, all statistically significant.

1.2 Replication Findings

The replication qualitatively reproduces the headline result. A later-vintage IMF private-investment
series yields post-liberalization coefficients of 0.106, 0.150, and 0.136, with robust t-statistics of
2.15, 1.95, and 2.94. All three effects are positive and statistically significant at the 10 percent level
or better, and the liberalization-year coefficient remains small and insignificant. The IMF data
measure private gross fixed capital formation, the paper’s economic object, but include modeled
and spliced observations. This source difference limits exact numerical comparison. No out-of-
sample test is identified, because all first-liberalization events occurred before the paper’s sample
ended.

2 Data

The paper constructs real private investment by dividing nominal private investment from the
World Bank STARS database by the domestic GDP deflator. STARS is discontinued, and the
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current WDI private-investment indicator does not cover the required period for several sample
countries.

The replication uses ipriv rppp from the IMF Investment and Capital Stock Dataset, May
2021 vintage, which measures private gross fixed capital formation in constant 2017 international
dollars. The dataset holds 660 nonmissing observations for the 11 countries from 1960 through
2019. A fixed currency conversion does not affect annual log growth. The IMF series still stands
in for the original because it draws on later source vintages and modeled extensions. Colombia’s
paper-period values, for example, grow mechanically at about 4 percent annually.

Liberalization dates come from Henry’s Table 1, and country windows follow Table 2. The
final sample contains 162 levels and 151 growth observations across 11 countries, matching the
paper’s stated regression N. The chosen Table 3 result does not require the IFC Emerging Markets
Data Base.

3 Methodology

The dependent variable is annual log private-investment growth,

∆ ln Iit = ln Iit − ln Ii,t−1.

The estimating equation is

∆ ln Iit = αi + β1Libit + β2PostLib1it + β3PostLib2it + β4PostLib3it + Yeart + ε it.

The event indicators select the liberalization year and the next three calendar years. The regression
includes country fixed effects and year fixed effects. HC1 covariance implements the paper’s
heteroskedasticity-consistent Mean, Huber specification.

Key differences from the paper. The replication replaces the original STARS extract with a
May 2021 IMF private-investment series in constant international dollars. This is the same eco-
nomic object measured on a different data vintage, and parts of the IMF history are modeled or
spliced. The regression does not reproduce Table 3’s ancillary FGLS and nonparametric rows,
because the assigned target is the headline Mean, Huber result.

4 Results

Table 1 compares the headline estimates.

Table 1: Private-investment growth around stock market liberalization

Paper Table 3 Replication

Coefficient Estimate t Estimate t

Lib (T∗) 0.040 0.70 −0.024 −0.51
PostLib1 (T∗+1) 0.230 3.30 0.106 2.15
PostLib2 (T∗+2) 0.270 5.80 0.150 1.95
PostLib3 (T∗+3) 0.170 2.80 0.136 2.94

Country and year fixed effects included. HC1 heteroskedasticity-robust standard errors. N = 151 country-years across
11 emerging markets, 1977–1994.
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The liberalization-year estimate is economically small and statistically insignificant in both
analyses. The replication estimates positive private-investment growth in each of the next three
years. PostLib1 is significant at 5 percent, PostLib2 at 10 percent, and PostLib3 at 1 percent. The
later-vintage series therefore supports the paper’s substantive claim that investment growth rises
temporarily after liberalization, although the second-year estimate is less precise and all three
magnitudes fall below the published values.

The changed source explains why exact equality is not expected. IMF source splicing and mod-
eled history alter country-level investment paths, particularly for early emerging-market observa-
tions. The regression nevertheless tests private investment, not an aggregate that mixes private
and government investment.

An out-of-sample regression is not identified. The IMF source provides 25 years after 1994,
but all 11 first-liberalization events occurred from 1986 through 1991. Every target event indicator
equals zero in 1995–2019.
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