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175 1960—2002
World Development Indicators WDI 2003
GDP Beck Demirguc-
Kunt and Levine 2000 1997
4 B
1.
GDP WDI
GDP
5 sd_GDPg GDP
Downturn
2.
CredPriv
GDP Mcap GDP
CredPriv
Mcap GDP
4 WDI Beck Demirguc-Kunt
and Levine 2000
Beck Demirguc-Kunt and Levine 2000
5 linear detrending first
difference  moving average HP filter BP filter First difference
GDP GDP

GDP
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Beck 2000
PriBonCap GDP
LongPriDe GDP
Mcap PriBonCap  LongPriDe
Capita
Sulz 1999
Tadesse 2001
Struc
Sruc
Mcap/CredPriv Struc
Struc
3.

6 La Porta Rafael et al. 1997 1998 Modigliani and Perotti

1997
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Crights

Account

La Pota Lopez-de-Silanes

Sights
Law
Shleifer Vishny 1996
4,
flation GDP
M1 M2 M1
M1 M2 CredPriv
ML M2
Gov_consump GDP

7 LaPota eta. 1998 1
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Trade
GDP
PrivCapFlow GDP
e change
OECD “r OECD 8
2
2
Country 1 175
Year 1960 2002
GDPg_pc 6015 1.83 6.70 - 52.10 138.90
Downturn 6015 -1.33 3.648 - 52.10 0
CredPriv 5333 34.69 31.16 0.66 203. 16
MCap 1653 37.07 51.25 0 531.26
PriBonCap” 281 20.89 22.99 0 110.78
LongPriDe? 498 2.54 3.60 0 18. 40
Capital® 128 79.68 61.28 6.54 317.46
Suc®” 1569 0.61 0.64 0.00 6.58
GovConsump 5591 15.98 7.08 2.58 76.22
Inflation 6034 17.37 58.21 - 55.82 975.93
Trade 5713 71.63 43.03 1.53 296. 02
PriCapFlow 3304 3.07 6.32 - 82.87 145.21
e_change 2021 11.19 40.19 0.00 785. 06
OECD 9065 0.14 0.35 0 1
Srights” 49 3.00 1.31 0 5
Crights 47 2.30 1.37 0 4
Law 91 3.45 1.58 0.86 6
Account 41 60. 93 13. 40 24 83
@ 1990—1997

@ 1990—1997

® Mcap PriBonCap  LongPriDe

@ Mcap CredPriv

®
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GDP
sd_GDPg pc ;= By + B Xy i +BXo i + + B, X1« + oy Credit;
+ a,Equity; , + &, 15
sd_GDPg pc ;= By + B Xy + B X1 + + B X, i T oy Struc;
t ey 16
X, n Credit;,  Equity, ,
Sruc; ,
i GDP
1962 2002

1960—1981  1982—2002

1972 1988 2002
GDP

Downturn; , = By + 81Xy + B X, + + B, X, i + oy Credit;

+ o, Equity; , + &, 17

Downturn; = By + B X i +8, X, + + B X, i + oy Struc;

+‘9it 18
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GDPg_pc, , =0 Downturn; , =0 GDPg_pc, , <0

Downturn; , = GDPg_pc; , 0
19. 90%
censored data set
Tobit
/
robust standard
error
“ " FGLS
AR 1
Tobit
GDP
3 5 6
15 16
3 Al Cred-
Priv Mcap A2
CredPriv square A3 Mcap
PriBonCap LongPriDe Capital Mcap

B - Sruc



52 3

CredPriv square Mcap

GDP
3 GDP
Al
1 2 3 4
CredPriv - 0.003 0.017 0.007 0.024 0.030 0.025 0.040" 0.027
Mcap -0.014" 0.011 -0.034™ 0.015 -0.031" 0.015 -0.028" 0.014
GovConsump 0.080" 0.060 0.220™ 0.095 0.183" 0.108 -0.029 0.129
Trade 0.014*" 0.006 - 0.016 0.014 - 0.008 0.015 0.024 0.020
OECD -2.210™ 0.600 -1.675" 0.778 -1.501" 0.695 -1.207" 0.780
sd_PrivCapFow 0.808"" 0.248 0.559™ 0.272 0.066 0.276
Inflation 0.024"" 0.008 0.035"" 0.011
e _change 0.019" 0.013
3.578"" 0.852 1.198 1.126 0.546 1.046 1.834 1.426
108 72 72 37
A2
1 2 3 4
CredPriv - 0.044 0.039 -0.135™ 0.049 -0.081" 0.044 - 0.064 0.073
CredPriv square 0.0003° 0.0002  0.0019** 0.001  0.0014"" .0006 0.0012" .0008
Mcap -0.015" 0.011 -0.040"" 0.013 -0.036" 0.015 -0.036" 0.011
GovConsump 0.109" 0.064 0.222" 0.098 0.191" 0.110 - 0.003 0.123
Trade 0.013* 0.006 - 0.013 0.013 - 0.008 0.014 0.023 0.019
OECD -2.000™ 0.681 -1.377" 0.758 -1.312" 0.702 -1.258" 0.788
sd_PrivCapFlow 0.780"" 0.223 0.588" 0.259 0.209 0.288
Inflation 0.020™" 0.008 0.028"" 0.009
e_change 0.015 0.017
4.037"" 0.943 2.986" 1.337 2.015" 1.151 3.015° 2.020
108 72 72 37
ok k% % ok 10% 5% 1%
sd_ GDPg
A3 Capital M cap
1 2
CredPriv 0.005 0.009 0.016 0.038
CredPriv square - 0.000 0.000
Capital - 0.008" 0.005 - 0.008" 0.005
GovConsump 0.129™" 0.034 0.146"" 0.054
Trade 0.002 0.004 0.002 0.004
OECD -1.421" 0.712 -1.428™ 0.707
6.356"" 0.813 6.266"" 0.870

26 26
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B
1 2 3 4
Sruc - 0.505 0.400 -1.023™ 0.445 -0.816" 0.456 -1.309" 0.928
GovConsump 0.101° 0.065 0.238" 0.101 0.199™ 0.113 0.008 0.121
Trade 0.009 ™ 0.005 - 0.017 0.015 -0.011 0.017 0.020 0.021
OECD - 2.692™ 0.453 -1.690™ 0.725 -1.306 0.600 -0.928" 0.640
sd_PrivCapFlow 0.781" 0.275 0.603" 0.329 0.171 0.290
Inflation 0.022™ 0.008 0.032"" 0.010
e _change 0.025™ 0.013
3.592"" 0.788 1.385" 0.855 1.229" 0.850 2.565™ 1.393
108 72 72 37
sk ok sk ok ok 10% 5% 1%
sd_GDPg
3 Al CredPriv
A2
A2 CredPriv square
9
A3  Capitdl Mcap Al A2
Cred-
Priv Capita
3.A3
B Struc
GDP
GDP
3
GDP GDP
Trade

Al A2 B 1
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3
Al A2 B 2 3 4
Trade
Al A2 1 2 3 4
OECD 3
OECD OECD
Al A2 B 4
4
4A  Sruc
Sights
Account
Law Crights Sights
Account Law  Crights Sights
Account Struc 4B 39
39
AV 4B v
Sruc v Struc
Sruc
4 GDP
A
1 2 3 4
Sights 0.126" 0.046  0.145™ 0.046  0.116™ 0.047 0.113™ 0.051
Account 0.012"" 0.004 0.016"* 0.005  0.015™ 0.005
Law 0.023 0.033 -0.049 0.038 - 0.048 0.039
Crights 0.031 0.039
-0.380° 0.228 0.218 0.180 -0.337° 0.223 -0.387° 0.245
40 48 40 39
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1
B
Struc -0.362" 0.272 0.048 0.321
GovConsump -0.081"" 0.028 - 0.081"" 0.029
Trade - 0.000 0.003 - 0.002 0.003
OECD -1.231" 0.383 -1.199"™ 0.397
5.458"" 0.601 5.219"" 0.656
39 39
ok % % ok ok 10% 5% 1% A
Sruc B sd_GDPg B Sight
Account
5
10
5 GDP
Al
1 2 3 4
CredPriv -0.011 0.010 -0.022 0.018 0.005 0.017 -0.011 0.019
Mcap -0.011* 0.008 -0.014 0.012 -0.020™ 0.012 - 0.006 0.012
GovConsump 0.023 0.035 0.078" 0.055 0.044 0.051 0.012 0.099
Trade 0.017"" 0.005 0.003 0.011 0.012 0.011 0.026™ 0.015
OECD -1.534™ 0.416 -0.848" 0.481 -0.652" 0.370 - 0.554 0.649
sd_PrivCapFlow 0.725™ 0.222 0.444™ 0.214 0.056 0.252
Inflation 0.028"" 0.006 0.029" 0.010
e _change 0.008 0.013
3.797"" 0.597 2.258 0.815 1.331° 0.816 2.068° 1.565
149 90 90 45
A2
1 2 3 4
CredPriv -0.043™ 0.024 -0.094" 0.039 -0.081" 0.044 -0.064 0.073
CredPriv square 0.0002" 0.0001 0.0008* 0.0003 0.0014* 0.0006 0.0012" 0.0008
Mcap - 0.013" 0.008 -0.026™ 0.013 -0.036™ 0.015 -0.036"" 0.011
GovConsump 0.042 0.036 0.104" 0.057 0.191™ 0.110 - 0.003 0.123
Trade 0.017"" 0.005 0.002 0.010 - 0.008 0.014 0.023 0.019
10 Capital Mcap
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1 2 3 4
OECD -1.363" 0.468 - 0.643" 0.451 -1.312" 0.702 -1.258" 0.788
sd_PrivCapFlow 0.691"" 0.217 0.588" 0.259 0.209 0.288
Inflation 0.020"" 0.008 0.028*" 0.009
e_change 0.015 0.017
4.169™" 0.666 3.240"" 1.027 2.015" 1.151 3.015° 2.020
149 90 90 45
B
1 2 3 4
Struc -0.529" 0.375 -0.513" 0.364 -0.698" 0.339 -1.165" 0.778
GovConsump 0.030 0.036 0.088" 0.058 0.048 0.051 - 0.001 0.098
Trade 0.012*" 0.005 0.001 0.012 0.012 0.013 0.029" 0.015
OECD -2.160" 0.343 -0.921" 0.510 -0.616" 0.346 - 0.452 0.606
sd_PrivCapFlow 0.659"" 0.232 0.407" 0.252 - 0.024 0.243
Inflation 0.030"" 0.006 0.036"" 0.010
e _change 0.021" 0.010
3.761"" 0.588 1.884"" 0.666 1.499™" 0.614 1.970" 1.387
149 0 90 45
%%k ok % k% 10% 5% 1%
sd_ GDPg
6 GDP
Al
1 2 3 4
CredPriv - 0.012 0.010 -0.022* 0.017 0.008 0.014 - 0.002 0.014
Mcap -0.009" 0.007 -0.015° 0.010 -0.020" 0.010 -0.015° 0.009
GovConsump 0.026 0.037 0.099" 0.053 0.061 0.048 0.068 0.077
Trade 0.017"" 0.005 0.002 0.011 0.010 0.012 0.022" 0.011
OECD -1.342™" 0.406 - 0.478 0.555 - 0.305 0.360 - 0.273 0.559
sd_PrivCapFlow 0.828"" 0.208 0.506" 0.222 0.254 0.224
Inflation 0.033"" 0.006 0.034*" 0.008
e _change 0.047"" 0.013
3.573"" 0.614 1.578" 0.778 0.654 0.714 -0.220" 1.034
190 107 107 49
A2
1 2 3 4
CredPriv -0.048™ 0.023 -0.084"" 0.034 - 0.022 0.030 - 0.002 0.040
CredPriv square  0.0002™ 0.0001 0.0007 0.0003 0.0003" 0.0002 0.0000 0.0003
Mcap -0.011" 0.007 -0.026™ 0.011 -0.024" 0.011 -0.015° 0.011
GovConsump 0.047 0.039 0.125"" 0.052 0.075" 0.046 - 0.067 0.074
Trade 0.017"" 0.005 0.000 0.010 - 0.008 0.011 0.022* 0.010
OECD -1.156™" 0.453 - 0.327 0.520 -0.249 0.355 - 0.273 0.560
sd_PrivCapFlow 0.812"" 0.208 0.519"" 0.222 0.254 0.243
Inflation 0.031"" 0.006 0.034*" 0.007
e _change 0.047" 0.014
4,005 0.684 2.523*" 0.993 1.132 0.952 0.221 1.734
190 107 107 49
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B
1 2 3 4
Sruc -0.547" 0.378 - 0.588" 0.430 -0.682" 0.387 -1.413™ 0.803
GovConsump 0.032 0.037 0.113" 0.056 0.066" 0.048 0.059 0.078
Trade 0.012" 0.005 - 0.00 0.013 0.009 0.013 0.025" 0.012
OECD - 2.000" 0.352 - 0.465 0.588 - 0.254 0.339 - 0.169 0.536
sd_PrivCapFlow 0.743" 0.227 0.476™ 0.253 0.153 0.212
Inflation 0.035™" 0.006 0.038"" 0.008
e_change 0.048"" 0.013
Const. 3.509 " 0.604 1.196™ 0.642 0.909™ 0.550 0.286" 0.921
#0Obs. 190 107 107 49
%% % % ¥ % 10% 5% 1%
sd_ GDPg
0
Downturn
17 18 7A 17
Al CredPriv Mcap
GDP
GDP
11 A2
CredPriv. Mcap
CredPriv
7
Al
1 2 3 4
CredPriv -0.016™ 0.008 -0.060"" 0.017 -0.065"" 0.017 ~-0.066"" 0.022
Mcap 0.016™ 0.008 0.069 " 0.021 0.067 ™ 0.021 0.072"" 0.027
mv5_GDPg 0.891" 0.085 0.853"" 0.105 0.792™" 0.104 0.802" 0.146
GovConsump -0.047" 0.035 -0.170™ 0.067 -0.196"" 0.067 -0.159" 0.119
Trade 0.003 0.006 0.009 0.011 0.010 0.011 0.010 0.020
OECD 1.852"" 0.474 - 0.878 0.979 - 0.757 0.967 3.785" 2.025
PrivCapF ow - 0.155" 0.102 -0.148" 0.101 - 0.09 0.139
Inflation -0.012"™ 0.004 -0.009™ 0.005
e_change -0.021" 0.013
Const. 2.491™ 0.666 5.704™" 1.103 6.513™ 1.151 5.321"" 1.965
X2 test 141.64 ™ 87.51"" 94,10 56.06 "
11 Tobit
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1 2 3 4
Log-likelihood - 975.50 - 554.46 - 550. 60 272.40
88 56 56 30
1064 520 520 224
239 137 137 73
A2
1 2 3 4
CredPriv -0.028" 0.019 - 0.040 0.035 -0.055" 0.035 -0.085" 0.067
CredPriv_squa 0.000 0.000 - 0.000 0.000 - 0.000 0.000 0.000 0.001
Mcap 0.016™ 0.008 0.071" 0.021 0.068 " 0.021 0.067" 0.032
mv5_GDPg 0.896 " 0.085 0.854™" 0.105 0.793" 0.104 0.799™ 0.147
GovConsump - 0.039 0.037 -0.177" 0.068 -0.199™ 0.068 - 0.158" 0.119
Trade 0.002 0.006 0.009 0.011 0.010 0.011 0.009 0.020
OECD 1.874™ 0.474 - 0.848 0.980 - 0.743 0.968 3.808™ 2.026
PrivCapFlow -0.156" 0.102 -0.149" 0.101 -0.098 0.139
Inflation -0.012"" 0.004 -0.009" 0.005
e_change -0.021" 0.013
Const. 2.632"" 0.704 5.392"" 1.191 6.347"" 1.253 5.683"" 2.332
X test 142.94™ 87.64™ 94.06 " 56.21 "
Log-likelihood - 975.36 - 554.25 - 550.55 - 272.36
88 56 56 30
1064 520 520 224
239 137 137 73
B
1 2 3 4
Struc 1.422™" 0.474 3.222™ 0.8%4 3.072™ 0.882 3.543™ 1.323
mv5_GDPg 0.869" 0.084 0.815™ 0.104 0.762™ 0.105 0.763"" 0.147
GovConsump -0.060" 0.035 -0.177"" 0.067 -0.200"™ 0.067 -0.183" 0.118
Trade 0.001 0.006 0.004 0.011 0.005 0.011 0.006 0.019
OECD 1.573" 0.429 - 0.569 0.978 - 0.424 0.970 4.267"" 2.050
PrivCapFlow -0.213™ 0.100 - 0.212" 0.099 - 0.172 0.140
Inflation - 0.010™ 0.004 - 0.006 0.005
e_change -0.018" 0.013
Const. 1.824™" 0.647 3.945™ 1.016 4.556" 1.058 3.304™ 1.941
X test 145.00" 84.34™ 88.98"" 52.12™
Log-likelihood - 973.55 - 555.27 - 552.81 274.27
88 56 56 30
1064 520 520 224
239 137 137 73
® ok k% % k% 10% 5% 1%
Downturn
7A 3A 5A 6A
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Downturn

Levine 2002
Allen and Gale
1999 Chrigtensen and Drejre 1998

Allen and Gale 1999 Christensen and Drejre 1998
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° World Development Indicators 2003
sd_GDPg GDP 1960—2002
Downturn GDP 0 GDP
GDP 1960—2002
° Beck Adi Demirguc-Kunt and Ross Levine 2000
CredPriv GDP 1960—1997
Mcap GDP 1960—1997
PriBonCap GDP 1990—1997
LongPriDe GDP 1980—1997
Capita GDP Mcap PriBonCap LongPriDe
Sruc
Mcap/ CredPriv 1960—1997
° La Porta et al. 1996
Sights 0 5
11 2
3 4
5 10%
Crights 0 4
1 1
2
3 4
Law International Country Risk ICR

1982—1985 4 10
10 La Porta 1996 0
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Account 1990 90
70% 30%
° World Development Indicators 2003
Gov_consump GDP
1960—2002
Inflation GDP GDP
GDP GDP
1960—2002
Trade GDP 1960—2002
sd_ PrivCapFlow GDP
1960—2002
e _change
1960—2002
OECD OECD 1
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The Influence of Financial Structure
on Macroeconomic Volatility

Dantao Zhu
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Abstract This paper builds a simple model capturing the differences between debt and equity
contracts to find how financial structure can matter for macroeconomic volatility and downturns.
While choosing the optimal capital structure the entrepreneur balances a trade-off. Debt financing
is cheaper than equity financing since debtholders need to verify fewer states but more debt increa
ses the probability of going into costly bankruptcy. At the aggregate level for given negative
shocks  a more bank-based financia structure leads to a higher proportion of firms going into costly
bankruptcies amplifying economic doanturns. Therefore the variance of production and the possi-
bility and severity of economic downturns are larger in an economy with relatively large credit mar-
kets. Using a broad international series data set the paper indeed provides evidence that countries
relying more on equity either in absolute or in relative measures have lower variance of GDP and
lower possibility and less severe economic downturns.
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Institutional Environment Gover nment
I ntervention and Acquiring Firms Performance
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School of Budness Sun Yet-Sen Univerdty

Abstract  This paper studies 935 M&A events in China. We investigate the performance of
the acquiring firms and how does ingtitutional environment government intervention affect the
firms M&A performance Empirical results show that acquiring firms' performance decreased after
the event. Ingtitutional environment and government intervention has significant effect on the M&A
performance. The better the environment is the better performance of the acquiring firm is. How-
ever government intervention effect varies across time and province. And we find there are signifi-
cant substitution relations between institutional environment and agency conflict in other words
better ingtitutional environment can affiliate the agency conflict.
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Behavioral Biases of Individual Investors in China

Changyun Wang
Schod of Finance Renmin Univergty of China
Qian Sun
Ingitute of Finandal and Accounting Sudies Xiamen Univergty

Abstract A large body of literature has documented that investors exhibit behavioral biases
inthe U. S. and cother developed markets. This paper examines behavioral biases of individua in-
vestars in the emerging Chinese stock market using categorized monthly ownership data uniquely
available from the Shanghai Stock Exchange SHSE . We find that Chinese individua investors
exhibit behavioral biases namely they are overconfident holding high-risk stocks  engaged in
feedback trading and predisposed to sell past outperforming stocks and hold on to past losers i. e.
the disposition effect . We also document that stocks that individual investors buy under-perform
those that they sell by 8. 4% per annum on the market-adjusted basis over the subsequent 6
months. Further analyses indicate that Chinese investors appear to be more overconfident in the bull
market than in the bear market although they display the disposition effect under both market
states.
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Who |s Pushing Down the Stock Price
Stealth Trading in Chinese Stock Market

Jinghan Cai
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Hongbing Ouyang
School of Economics  Huazhong University of Sdence and Technology
Jun Chal
Department of Economics and Finance City Univerdty of Hong Kong

Abstract This paper tests the stealth trading hypathesis in Chinese stock market. Using the
SS180 index stocks transaction data during Jun 2004 to May 2005 we find that the cumulative
stock price change is mainly due to the medium-sized trades. This evidence supports the stealth
trading hypathesis that informed trades are concentrated in the medium-size category and that price
movements are due mainly to informed traders’ private information. Sealth trading plays an even
more important role in the stocks with strongly negative return  and informed traders tend to partici-
pate in medium-size market capitalized stocks.
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