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This report was generated autonomously by an Al 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:10.1016/50304-405X(02)00255-6.

1 Summary

1.1 The Paper

Johnson and Mitton ask whether political connections changed firm value during Malaysia’s Asian
financial crisis and the September 1998 capital controls. Connected firms lost more than unconnected
firms from July 1997 through August 1998. Firms tied to Prime Minister Mahathir then gained more
when Malaysia imposed capital controls and dismissed Deputy Prime Minister Anwar Ibrahim. Both
claims come from cross sectional regressions that combine Worldscope accounting data, Datastream
returns, and a precrisis list of political connections.

1.2 Replication Findings

The replication supports the headline pattern. The crisis connected coefficient is —0.0468 with t = —2.25,
compared with —0.0770 and ¢t = —3.88 in the paper. The September Mahathir coefficient is 0.1631 with
t = 2.36, compared with 0.1990 and t = 2.98. The Anwar coefficient remains negative and insignificant.
Two features of the construction explain most of the gap in magnitudes. Compustat Global replaces
Worldscope, and the treatment match recovers 56 of the paper’s 67 connected firms. Because each return
endpoint must fall in its named month, five securities with stale return indices are dropped rather
than assigned zero September returns. The one-time policy and political realignment has no defensible
out-of-sample analogue because the political camps did not remain fixed afterward.

2 Data

The paper uses an October 1999 Worldscope universe, Datastream dividend-inclusive ringgit returns,
and the precrisis political-connection classifications of Gomez and Jomo. The replication substitutes
Compustat Global annual data and Datastream DS2 total-return indices, and it takes the connection list



from Table Al. SEDOL joins accounting records to primary Datastream equities. Historical names and
five audited aliases connect old treatment names to securities.

The accounting screen retains Malaysian consolidated historical statements dated before July 1997
and keeps both industrial and financial formats. The Table 3 regression has 423 stocks, compared with
424 in the paper, and Table 4 has 429 stocks, compared with 413. The sample contains 56 matched
connected firms, including 12 of the paper’s 14 Anwar-connected firms.

3 Methodology

For firm i, the crisis return is R1; 1998-08 / R1; 1997.06 — 1 and the September return is RI; 1998-09/ R1; 1998-08 — 1.
Each endpoint RI must be observed in the month that names it. Every cross sectional regression includes
political-connection indicators, log total assets, total debt divided by assets in percentage points,
a constant, and broad industry indicators. HC1 heteroskedasticity-robust standard errors provide
inference.

Table 3 estimates a pooled connected specification and a split Mahathir-Anwar specification for
crisis returns. Table 4 repeats both specifications for September 1998 returns.

Key differences from the paper. Compustat Global replaces Worldscope. The historical link recovers
56 rather than 67 connected firms. The paper does not print its 13 industry breakpoints, so the replication
uses broad SIC groups. These substitutions preserve the event, the outcome, and the identifying
comparison, but they reduce treatment coverage and can attenuate magnitudes.

4 Results

4,1 Crisis Returns in Table 3

Table 1: Political Connections and Crisis Returns

Connected model Split model

Variable Replication Paper Replication Paper
Connected —0.0468 —0.0770
(—2.25) (—3.88)

Mabhathir —0.0492 —0.0830

(—2.00) (—3.64)

Anwar —0.0394 —0.0560

(—1.53) (—2.06)

Log assets 0.0289 0.0700 0.0289 0.0700

(5.49) (5.56) (5.48) (5.56)

Debt ratio —0.00187 —0.00140 —0.00186 —0.00140

(—2.44)  (—2.10) (—243)  (—2.07)

N 423 424 423 424

R2 0.183 0.236 0.183 0.237

HC1 heteroskedasticity-robust t statistics appear in parentheses. Every model includes a constant and broad industry
indicators. The window runs from July 1997 through August 1998. Each regression uses 423 stocks.

The connected coefficient retains the paper’s negative sign and significance. The Mahathir crisis estimate
also remains negative and significant. The Anwar estimate remains negative but loses significance
at the five percent level. Treatment coverage in the modern data vintage most directly explains the
attenuation.



4.2 September Returns in Table 4

Table 2: Political Connections and September 1998 Returns

Connected model Split model

Variable Replication Paper Replication Paper
Connected 0.0977  0.1380
(1.62) (2.42)

Mabhathir 0.1631 0.1990

(2.36) (2.98)

Anwar —0.0985 —0.0630

(-1.01) (-0.81)

Log assets 0.0224  0.0010 0.0223 0.0000

(2.12) (0.04) (2.13) (0.01)

Debt ratio 0.00174 0.00320 0.00159  0.00310

(1.38) (3.53) (1.23) (3.35)

N 429 413 429 413

R? 0.142 0.128 0.155 0.143

HC1 heteroskedasticity-robust t statistics appear in parentheses. Every model includes a constant and broad industry
indicators. The window is September 1998. Each regression uses 429 stocks.

The pooled connected estimate remains positive but insignificant. The split specification recovers the
sharper political result. Mahathir firms earn an incremental 16.3 percentage points with five percent
significance, while Anwar firms earn 9.8 percentage points less and remain statistically indistinguishable
from zero. Excluding the stale zero returns strengthens the Mahathir estimate and preserves the paper’s
central pattern of signs and significance.



