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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:10.1093/rfs/hhm030.

Target and method

The target is Table 4 Panel A. The estimation panel spans 1993–2003 and contains 1,962 country-
months in 15 countries. Local liquidity follows the paper’s equal-weighted zero-return measure,
which averages daily equal-weighted zero-return shares within the month. Liberalization enters as
the continuous ratio of S&P/IFCI to S&P/IFCG market capitalization. Both VAR equations are
estimated jointly by quasi maximum likelihood with complete A and B interactions, country fixed
effects, a liberalization-varying Cholesky decomposition, and sandwich standard errors clustered by
month.

Results

Paper In sample OOS 2004–Oct. 2008

A0[R,Lt−1] −0.1321 (−4.374) −0.0080 (−0.455) −0.0638 (−1.781)
A1[R,Lt−1] +0.1255 (+3.555) −0.0482 (−1.340) +0.1052 (+1.960)

The in-sample estimates reproduce neither the paper’s closed-market predictability nor its lib-
eralization attenuation. Out of sample the two coefficients follow the paper’s directional pattern,
but they are imprecise.

Limitations

Firm-level market capitalizations before 2000 are unavailable, so the benchmark value-weighted
local zero-return measure cannot be built and the equal-weighted measure stands in for it. Greece,
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Portugal, and Zimbabwe do not enter the final merge. The replication also omits the paper’s
cross-country world covariance factor block and its Monte Carlo inference.
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