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Abstract 

This thesis examines the influence of investor protection and legal origin on equity market 
size. Previous studies have shown a relationship between legal origin and equity markets as 
well as quality of law. We examine whether there are any relationship between stock market 
capitalization as a percentage of GDP, private property rights, anti director rights and legal 
origin. 

We use data from 49 countries in our sample that is collected from the World Bank, Heri-
tage foundation and La Porta et al. (1998). Our study is based upon a cross-sectional re-
gressions and a variance analyzes.  

Our results show that property rights as well as anti director rights have a positive relation-
ship to stock market capitalization as a percentage of GDP. We could not find any signifi-
cant results in our regressions that stock market capitalization as a percentage of GDP can 
be explained by legal origin. 

We consider previous conducted studies regarding legal origin to have exaggerated legal 
origins’ impact on equity markets. Equity markets are more related to the level of develop-
ment in countries, no matter legal origin.  
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Sammanfattning 

Den här kandidatuppsattsen undersöker investerings skydd för investerare samt legalt ur-
sprungs inverkan på börsvärdet genom BNP. Tidigare studier har visat resultat att det exi-
sterar en relation mellan legalt ursprung, rättsligt skydd och aktiemarknaders storlek. Vi un-
dersöker om det finns en relation mellan börsvärde genom BNP, äganderätter, småsparar-
skydd och legalt ursprung.  

Vi använder data från 49 länder. Datan är hämtad från Världsbanken, Heritage Foundation 
och La Porta et. al (1998). Våra empiriska modeller bygger på tvärsnitts regressioner samt 
varians analys. 

Vi finner att äganderätter och småspararskydd är positivt relaterade till börsvärdet genom 
BNP. Dock finner vi inga signifikanta resultat som styrker en relation mellan legalt ur-
sprung och börsvärde genom BNP. 

Vi anser att tidigare studier gällande legalt ursprungs inverkan på aktiemarknader har över-
skattat legalt ursprungs inverkan på aktiemarknader. Utvecklade länder har generellt mer 
utbredda aktiemarknader, vilket tyder på att börsvärdet genom BNP tenderar att följa län-
ders utvecklingsnivå mer än legalt ursprung.
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1 Introduction 

There are great differences in the equity markets around the world. Previous studies by La 
Porta Rafael, Lopez de Silanes Florencio, Shleifer Andrei, Vishny Robert, (1997) have 
shown that there is a link between the legal origin and the external finance of equity mar-
kets. In the law and finance theory western legal systems are categorized into two major 
codes, the common and civil law. Civil law can be divided into German-, French- and 
Scandinavian civil law. Common law, also known as English law, is applied in Anglo-Saxon 
countries. Two major economies with this system are the United States and the United 
Kingdom. In addition to this, many of the United Kingdom’s old colonies have a common 
law system.  

Beck Thorsten, Demirgüc-Kunt Asli, Levine Ross, (2003(a)), find that the original endow-
ment in a country is of great importance for stock market development. The reasons be-
hind colonization are important in their study. Roe (2003) find that concentration of own-
ership differs due to political ruling in a country. He argues that social democracies pres-
sure managers to abstain from some profit-maximizing goals. Johnson Robert., Chittenden 
William, Jensen Gerald, (1999) find that under democratic elections, small stocks perform 
significantly higher then under republican. Bialkowski Jedrej, Gottschalk Katrin, Wisnienski 
Tomasz Piotr, performed a wider study of 24 OECD countries. They do not find any sig-
nificant differences in returns under left- versus right-wing administration. La Porta Rafael, 
Lopez de Silanes Florencio, Shleifer Andrei, Vishny Robert, (1998), find that common law 
countries tend to protect investors better. 

La Porta et al. (1997) states that there are differences between the legal origins for econo-
mies around the world concerning whether the market are financed through equity or debt. 
For example, United States have a clear biased market towards equity, while countries with 
German legal origin show a clear bias towards debt. The legal systems show different re-
sults in the quality of law and investor protection. Most studies divide the two legal systems 
into four groups, English common law, German-, French- and Scandinavian-civil law 
countries. Further, there have been shown that these legal origins affect the level of IPO’s 
conducted in a country, law enforcement, protection of shareholders as well as creditors. 

A great deal of inspiration for our paper origins from La Porta et al. (1997). We will exam-
ine if there are similar relations in an updated time-period and over 49 countries. In our 
study, the dependent variable examined will be stock market capitalization as a percentage 
of GDP instead of accessibility of external capital in theirs.  This variable will be explained 
by property rights and anti-director right in addition to the legal origins effect on the size of 
equity markets. What we will seek to accomplish is to find whether the legal origin of coun-
tries has relation to the level of property rights and anti-director rights and finally how 
these variables impacts the size of each country’s equity markets. We will try to state if the 
legal origins directly affect the countries financial markets potential or not. It will be 
brought up whether countries can reach a higher level of development by applying, or to 
some extent, adjust their legal systems to more successful models.  

It is likely that the legal systems, the quality of law and investor protection influence other 
subjects such as availability of debt and equity, capital structure and so forth but these will 
not be examined empirically in our study. 

The purpose of this paper is to examine how legal origin, anti-director rights and property 
rights respectively affect the stock market capitalization as a percentage of GDP. The sub-
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ject is interesting to study mainly due to that we are somewhat skeptical to the findings of 
La Porta et al. (1997).  

We will examine if there is a relationship between the legal origin and the size of equity 
markets. If there is a relationship, how does the legal origin influence the size of the equity 
markets? How do property rights and anti-director rights affect the size of equity markets?  

• Our first hypothesis is that there is a positive relation between stock market capi-
talization as a percentage of GDP to property rights and anti-director rights.  

• Our second hypothesis is that there is a positive relation between stock market 
capitalization as a percentage of GDP and legal origin.  

 
To empirically examine this subject, data from 49 countries will be collected. Data of prop-
erty rights, anti-director rights, and size of the equity market as a percentage of GDP will 
be used. Property rights over ten years will be collected. We will then calculate the average. 
A variance analyzes will be made, regressions on the relevant variables will be run and from 
this we shall draw conclusions of our finding to previous studies. 

The paper will be outlined as follows. Section two will present the theoretical framework. 
The theoretical framework contains investor protection and corporate governance, legal 
origin and law and finance. Investor protection and corporate governance will cover previ-
ous findings of how these two matters are related and overlap to legal origin. The legal ori-
gins part of this section present the origin of common law French civil code, and German 
civil code. Law and finance brings up shareholder protection, creditor protection, enforce-
ment, ownership concentration and finally endowment. 

Section three contains data, model and results. We present what information was gathered 
and from where we collected it. The model is presented and the variables involved will be 
defined, finally we will present our results. Section four contains the conclusion and sug-
gestions for further research.  
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2 Theoretical framework 

2.1 Investor protection and corporate governance 

There has been a great deal of research conducted in this field of study. We will present the 
articles we find most relevant to our thesis.  

La Porta et al. (1997) focuses on the determinants of financial development. In their paper 
they seek to find a relationship between financial markets and legal environment. In there 
report they investigate firms’ ability to raise external financing. They investigate this possi-
bility both from the debt- or equity markets. Further, they examine investor and creditor 
protection.  

How keen an entrepreneur is to sell part of his/her company in shares or to raise money 
through debt is most likely linked to the terms of attaining external finance. Entrepreneurs 
will have larger incentives to sell shares, as well as raise debt, given good terms. Conse-
quently, securities will be valued higher and firms will have wider access to capital markets 
in countries where entrepreneurs are given better terms 

La Porta et al. (1997) use primarily aggregate data that partly capture the size of markets. 
They found that equity finance is more accessible in common law countries compared to 
civil law countries. French origins countries were the worst group of providing equity fi-
nance. They study average ratio of outsider held stock to GNP , listed firms per million  
and IPO’s per million people. In the table 1 below we present their findings.  

Table 1 - Findings of La Porta et al. (1997) 

Legal origin 
Average ratio of 

outsider held stock 
to GNP (%) 

Listed firms per 
million people 
(on average) 

IPO’s per mil-
lion people 
(on average) 

Common law countries 60 35 2.2 

French origin countries 21 10 0.12 

German origin countries 46 17 0.2 

Scandinavian origin countries 30 27 2.1 

 

Table 1 present a quite clear pattern for the different variables. Common law countries 
have the biggest equity markets in relation to its population and France the smallest. The 
anti-director rights results put common law countries first, followed by Scandinavian, 
German origins and French origin last. These results indicated a sign of possible relation 
between shareholder protection and size of equity markets. The accessibility of debt 
showed that German origin countries had the highest accessibility followed by, common 
law countries, Scandinavian origin countries and last French origin countries. 

La Porta Rafael, Lopez de Silanes Florencio, Shleifer Andrei, Vishny Robert, (2000), find 
that with little or no investor protection the insiders have all the advantages and can exploit 
all the earnings without being threatened. In this situation outside investor have little or no 
power and may be entirely oppressed. Consequently, the possibility for firms to attract ex-
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ternal capital is very little. Higher investor protection attracts external finance and inves-
tors. As investor protection increases, power is distributed from insiders to outside inves-
tors. The ability for insiders to gain all earnings fall and the possibility for outsiders to ex-
ploit the earnings increases. In the study it is found that countries with better protection of 
minority shareholders have higher valuations of companies. 

Mueller and Yurtoglu (2000) examine cross-country differences in corporate investment 
performance. They find significant differences in investment performance for corporations 
in different countries. More precisely, that civil law countries perform significantly worse 
than common law countries. Rates of return on investment is higher than cost of capital in 
common law countries, but lower in French-origin countries. The French civil law coun-
tries perform worst, German-origin countries in the middle and Scandinavian-origin coun-
tries perform the best with rates of return almost equal to the cost of capital.  

Castro Rui, Clementi Gian Luca, Macdonald Glenn, (2004), asks ”does investor protection 
foster economic growth?”. They base much of the theory upon the demand- and supply ef-
fect. The demand effect generally says that better risk sharing is a result of better investor 
protection. The supply effect, works opposite the demand effect. The supply-effect states 
that there is negative relationship between growth and investor protection As Castro et al 
explain it, with a fixed capital stock, interest rates goes up, entrepreneurs (young genera-
tion) will receive lower incomes, and the lender (old generation) will increase there in-
comes. 

The supply effect diminishes in a more open economy and unrestricted capital flows. Con-
sequently, closed economies will suffer from better investor protection as the supply effect 
will be stronger in these economies. The reverse holds for open economies. Better investor 
protection in open economies will lead to higher growth as the demand effect will operate 
but the supply effect will be weak or inexistent. 

Riahi-Belkaoui (2004), found a positive relationship between anti-director rights and earn-
ings opacity. This finding is inline with the penalty hypothesis; Insiders are motivated to 
hide their rent seeking activities, which have a positive impact on earnings opacity, if higher 
penalties are linked to higher anti-director rights. He examines earnings opacity in relation 
to investor protection using the measure of anti-director rights. He finds a positive relation 
of the two, which he argues follow the penalty hypothesis. The two questions he wishes to 
answer is “1) how does investor protection as measured by anti-director rights index affect 
the level of earnings opacity? 2) Is there then a casual link between earnings opacity and 
corporate evaluation?”( Riahi-Belkaoui, 2004). 

Riahi-Belkaoui (2004) further argues that earnings opacity from a perspective of anti-
director rights can relate to two hypotheses: 

1) A diversion hypothesis which builds upon that if protection is high for investors 
and the possibility of them using their protection, insiders have less incentive to 
mask the firms performance 

2) The Penalty hypothesis say that, with strong anti-director rights and stiff penalties, 
incentives will increase to hide rent-seeking activities. 

 
Li (2007) find that there has been an increase in the aggregate market capitalization of all 
national equity markets from less than US $1 trillion in 1974 to more than US $17 trillion 
in 1997.  
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Li (2007) applies the stochastic frontier model in her paper. According to Li the stochastic 
frontier model captures the very simple intuition, that efficient institutional framework is 
associated with larger and more active stock markets for a given level of macroeconomic 
conditions in a country. When a country has fully efficient laws and institutions, it can be 
related to the frictionless neoclassic level of equity market size. On the other hand, with 
imperfect laws and institution, a country is unable to reach the frictionless maximum capac-
ity. Li argues that governments often subsidize activities on equity markets as a point of 
pride. 

The article examines 33 countries. Her results show that the development of financial in-
termediaries and trade openness are positively related to the level of activity in equity mar-
kets. Government consumption is negatively related to the level of activity in equity mar-
kets. 

2.2 Legal origin 

Beck Thorsten, Demirgüc-Kunt Asli, Levine Ross, (2003(b)), states that different judicial 
systems have different basis and their construction affect their ability to change and adapt 
to a developing society. The common law systems most important part was when the Par-
liament wanted to control Britain, whereas the Crown wanted power and wished to re-
establish feudal right. The courts, Parliament and property owners allied. The Parliament 
won a great battle over the crown and made law the highest authority. In United Kingdom 
1873, the Judicature act was adopted. Liberty and property rights enhanced greatly in Brit-
ain due to this. In common law much power is held by “judges having broad interpretation 
powers and with courts molding and creating law as circumstances change” (Beck et al 
2003(b)). The interpretations do include logics. However, common law is generally based 
upon concrete facts. In Beck et al. (2003(a)) the same argument is brought up referring to 
Merryman (1985) in that the protection of private property against the rown was one of the 
cornerstones of the British common law system. 

According to Glenn (2000) the codification in France was the first of its kind and the codi-
fication was adopted in 1804. Beck et al. (2003(a)) argue that the French civil law (code 
civil) was developed to create a well functioning judicial system where corruption should be 
eliminated. Courts were supposed to have less power over the state and interfere less with 
it and its policies. Beck et al. (2003(b)) further consider that the French civil code created a 
united legal system for France. The state was given the highest authority. Napoleon 
thought that the code civil was to be so clear, efficient and complete that no debate would 
be needed. Over time the French have circumvent many of the inefficiencies with there 
system. The French have also been able to somewhat adapt their law to changes in society. 
Unfortunately, when the French legal system was brought to colonies, weaknesses and pos-
sibilities to circumvent hinders in the French legal system did not always follow.  

In 1873, Bismarck decided to unify German civil law and it was adopted in 1900. Similarly 
to the contrstruction of the French systems, the state was given more power in Germany. 
However, the German legal history differs significantly from the French. In Germany legal 
ideas were discussed by scholars, practitioners and Universities to create a legal system that 
was in line with the society and the country as whole. From this development, the German 
code was generated. The system is considered flexible in comparison especially to the 
French legal system.  
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Gustavsson Leif (ed.), (1998) find that the Nordic countries laws are considered to have 
been developed through the Roman-Germanic system law. In 1952 the Nordic council was 
formed. It consists of Sweden, Finland, Norway and Denmark and Iceland. The council 
has had an important impact on the legislative process in Scandinavia. Nordic law can be 
positioned in between the Anglo-Saxon- and the Continental system. Yet there are differ-
ences between the Nordic countries legal systems as well as between the Nordic- and the 
Roman-Germanic system. 

Beck et al., (2003 (b)) state that some authors argue that the greater weight of case-law in 
common law systems in comparison to especially French civil code provide for a more 
adaptable legal system. One authors view brought up in the article is, Posner (1973) who 
find that legal systems based on statutory have a tendency not to follow economic changes 
as fast as systems built upon case law. A great part of the literature supports this notion. 

Beck et al. (2003(b)) finds that many authors, among them Merryman (1985, 1996), agrees 
that the French judges were not given much power and had to correct themselves after the 
existing laws. In Common law countries, the judge has a great deal of power and this made 
him able to change laws and make interpretations. One of the greatest disadvantages of the 
French systems is to adapt to changes.  

Two camps with different views were brought up in the paper, the political channel and the 
adaptability channel. According to the first the French and German legal systems transfers 
a great deal of power to the state. The second argue that the German and common law sys-
tems are much better to adapt to changes. Further, the political channel argues that rights 
are neglected for investors with civil law, and more rights given to state. 

Stultz (2000) finds that financial structure of a country affects the possibilities that an en-
trepreneur has to collect collateral. The concentration of the financial market differs 
around the world. German countries are known to have bank-centered financial markets, 
whereas Anglo-Saxon countries are known to have a bias towards equity markets. There 
are prospects of both systems. Stultz (2000) brings up Thurows (1992), view that the sys-
tem in the United States is focused on short-term, impatient shareholders. However, the 
bank-centered, German system is based for long-term, patient shareholders. 

2.3 Law and finance 

La Porta et al. (1998) is concentrated on investor- and creditor protection, concentration of 
ownership and legal rules. More precisely, they examine voting mechanism, company law, 
antitrust law, securities laws, stock exchange laws and briefly examine the banking regula-
tions and accounting standards. 

They find that common law countries provide the best legal protection for minor investors. 
From the six anti-director laws, common law countries endow with the best protection. 
Only preemptive right to new issued stock did not place common law countries first. Fur-
ther, the largest differences for shareholder protection are between the legal origins.  Two 
extremes are mentioned. Australia, where minority shareholders can vote by mail, may 
trade during shareholders meetings, are protected from certain expropriation by directors, 
an extraordinary meeting requires 5 percent of the votes. Belgium, however, do not allow 
vote by mail, trade is blocked during shareholder meetings, no protection from expropria-
tion by directors are provided, and an extraordinary meeting require 20 percent of the 
votes. 
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2.3.1 Creditor rights 

La Porta et al. (1998) claims that creditors as well as investors provide collateral to a firm. 
Different stakeholders can have different interests, why creditor protection is paradoxical. 
When one group is given power, another group of creditors end up with less power. The 
first issue, in relation to creditor rights, brought up discusses when a firm faces default. The 
senior secured creditors’ objective is to collect their credit. If the firm solve the problem 
and make a profit in a few years or go into bankruptcy is not of interest to them. However, 
a junior creditor may definitively have that interest. La Porta et al. (1998) chose to use the 
perspective of the senior creditors. 

A firm in a situation of default has more or less two options, liquidation or reorganization. 
Some rights are more effective in a situation of liquidation and other rights can be more ef-
ficient in the case of reorganization. Senior creditors primary right in most countries is to 
repossess their credit. In countries where senior creditors do not have the primary right to 
reposes collateral they still may have power over borrowers. The creditors are able to use 
their voting right in the reorganization of the firm, which may not be in line with the 
shareholders objective.  

2.3.2 Enforcement 

La Porta et al. (1998) argue that countries, which have a weak legal protection could be 
compensated by a strong legal enforcement system which protects the investors from being 
oppressed by managers. Five variables are measured for in the context of enforcement. “1) 
Efficiency of the judicial system 2) rule of law 3) corruption 4) risk of expropriation- mean-
ing outright confiscation or forced nationalization- by the government, and 5) likelihood of 
contract repudiation by the government”(La Porta et al., 1998). It is further controlled for 
the accounting standards. Accounting standards are needed in order for investors to get 
sufficient amount of information about companies’ financial and operative situation. The 
enforcement of law is strongest in the Scandinavian- group, followed by German-origin 
countries, common-law countries, and French-origin countries have the weakest enforce-
ment. The accounting standards are also highest in the Scandinavian-origin countries, fol-
lowed then by common law countries, German-origin and finally French-origin countries.  

From the results of enforcement and shareholder rights it is revealed that countries of 
French origin have the weakest rights, laws and protection of investors, and that the rights 
which do exist are worst enforced in these countries.  

2.3.3 Ownership 

La Porta et al. (1998) observe the concentration of ownership for the ten largest firms in 
each country. The data was not available for all 49 countries. A notation is that the concen-
tration of ownership is higher in smaller companies. The average concentration around the 
world in the study amounted to 46 percent. United States show a 20 percentage concentra-
tion. United States, Australia, United Kingdom, Taiwan, Japan, Korea, and Sweden were 
the only countries, which had less than 30 percent concentration in their ten largest com-
panies. The concentrations in German-origin companies were the lowest by 34, followed 
by Scandinavian-origin countries at 37, common law countries 43 and French-origin coun-
tries 54 percent. The East Asian countries are the reason for the low average ownership in 
the German-origin countries. 
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They conclude that French civil law countries have considerably higher concentration of 
ownership, and that German civil law countries have the lowest. The results suggest that 
the concentration of ownership is an adaptation to poor legal protection. The regressions 
in this part of the article present the relationship between ownership concentration and av-
erage market capitalization. In addition, they find that countries with better accounting 
standards have a marginally lower concentration of ownership. 

 

2.3.4 Law, endowment, and finance 

Beck et al. (2003(a)) utter that the theory within law and finance declare, that countries that 
give power to the state, create an incentive for its government to serve its own interest. 
Due to this, individuals become less of a priority as well as their rights. When power is dis-
tributed to individuals the confidence to transact private property increases. It is concluded 
that the common law system originally enabled transactions and protection of private 
property to a greater extent than the French civil law. The concentration of rights to the 
state in the French system has followed its colonization throughout the world. Likewise, 
the concentration of rights for individuals followed the British colonization. 

Endowment is an important part of their paper. Beck et al. (2003(a)) examine 70 colonies. 
They argue that the differences between colonies depend to a large extent on settler’s mor-
tality. Colonization could be divided into different categories with different objectives. For 
instance in United States, Australia and New Zeeland the British started a new society at 
another place, referred to as settler colonies. In these states private property rights was pro-
tected in by institutions. The institutions also protected the power of the state. In other 
colonies the objective was to take possession of natural resources, examples are Latin 
America and parts of Africa, were referred to as extractive colonies. Private property rights 
were neglected in these states. 

Colonization has been essential for the spreading of the common- and civil law systems. It 
has also been vital in the respect of the present protection of property for the new states. 
In settler colonies such as United States, the solid institutions created a long-lasting func-
tional system. This in turn promoted protection of property rights and development of 
stock markets.  

“In the law and Finance theory, the identity of the colonizers is crucial, but the identity of 
the colonizers is irrelevant according to the endowment theory” (Beck et al 2003(a)). They 
examine law, finance, endowment and financial development by a cross-country regression. 
Three dependent variables are measured for, 1) Private Credit 2) Stock Market develop-
ment 3) private property rights. In the results, they find a relation between legal origin and 
the two latter of the dependent variables. Initial endowment measured by settler mortality 
has relation to all the dependent variables. It is further found that endowment was more 
explanatory in developments of stock markets and variations in financial intermediaries in 
comparison to legal origin. 

We have now presented theories published within our subject. A summary of the systems 
would be that there are four different systems, which have developed differently. However, 
there are many similarities to the systems as well. The common law system has developed 
with greatest concentration of rights to the citizen. The French system was developed with 
greatest concentration of power to the state. The German and Scandinavian systems end 
up in the between these dominants with influence from both. The theory states that the 
origin of common law system provides better prerequisites to receive property rights pro-
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tection than the French civil law systems. The empirical findings of previous articles in this 
field of study do find that the common law system provide the best protection of property 
rights and the French to have the worst property rights protection. 
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3 Data, Model and Results 

We have chosen to exam the 49 countries covered in La Porta et al., (1998). From our per-
spective both the sample size and the segmentation of the groups was suitable for our 
study. We are aware of that, the two larger groups include countries of different levels of 
economic development and that these two groups possibly could be divided into smaller 
groups. 

Property right index was collected from the Heritage Foundation. We chose to calculate 
the average from 1998-2007, because the growth of the financial markets depends on the 
development of property rights in the country and not just the most present annual index.  

The data we used for property rights is a scale from 0-100, every positive or negative 
change results in an increase or decrease on a ten number interval. This generate eleven dif-
ferent possible valuations. The anti-director rights has a scale from 0-6, resulting in seven 
possible values. Explanations for the anti-director rights are given in table 2 below. We 
have considered multiplying the anti-director right or dividing, the property rights by ten or 
with there number of possible outcomes. However the reader may be confused by the true 
values found at the sources why we chose not to. We instead encourage the reader to ac-
knowledge this and keep it in mind when observing our regressions and our variance re-
sults.  

Property rights;” Methodology; this factor scores the degree to which a country’s laws pro-
tect private property rights and the degree to which its government enforces those laws. It 
also assesses the likelihood that private property will be expropriated and analyzes the in-
dependence of the judiciary, the existence of corruption within the judiciary, and the ability 
of individuals and businesses to enforce contracts” (Heritage Foundation) . 

The criteria of receiving 0 % index by the heritage foundation are: “0%—Private property 
is outlawed, and all property belongs to the state. People do not have the right to sue oth-
ers and do not have access to the courts. Corruption is endemic” (Heritage Foundation). 

On the other end the criterion of receiving 100 % index by the heritage foundation are: 
“100%—Private property is guaranteed by the government. The court system enforces 
contracts efficiently and quickly. The justice system punishes those who unlawfully confis-
cate private property. There is no corruption or expropriation” (Heritage Foundation).  

Lower values imply that government controls’ property and corruption is widespread. 
Higher values imply that property is guaranteed by the state, the judicial system is almost 
impeccable and expropriation is very rare. With increasing valuation in the index property, 
judicial system and expropriation is less controlled by the state and the citizen is given 
more rights to property, and finally property is secured and state (Heritage Foundation). 

The Anti-director rights data was collected from La Porta et al., (1998). We were not able 
to recover a later documentation but to our knowledge the level of anti-director rights have 
not changed significantly since this collection. In table 2, we present the anti-director rights 
we use. The rights basically enables investors, especially minor investors, to act as freely as 
possible and protect them from being oppressed. If a country follows the criterion of e.g. 
proxy by mail then it receives one point, if not it receives a zero. Maximum points achiev-
able is accordingly six. 
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Table 2 - Anti-director Rights 

Variable Definition 

Proxy by mail allowed If the country allows voting by mail 

Shares not blocked before 
meeting 

The company  law do not have the ability to block shares to 
be sold before during or after a shareholder meeting 

Cumulative Vot-
ing/Proportional Repre-
sentation 

Cumulative voting means that it is allowed for shareholders 
to cast their votes on one candidate that is up for election to 
the board. Proportional representation is that minority inter-
ests can name a proportional number of directors on the 
board 

Oppressed Minority The Company Law or Commercial Code has to grant minor-
ity shareholders either a judicial venue to challenge the deci-
sion of management or of the assembly or the right to step 
out of the company by requiring the company to purchase 
their shares when they object to certain fundamental changes, 
such as mergers or changes in the articles of incorporation 

Preemptive Right to New 
Issues 

A shareholder has the first opportunity to buy new issues of 
stock, and can only be stopped by a shareholder vote 

The minimum percentage 
of share capital that entitles 
a shareholder 
to call for an extraordinary 
shareholders' meeting 

The Percentage of Share Capital to Call an Extraordinary 
Shareholder Meeting has to be less or equal to 10% of the 
votes 

Source: La Porta et al. (1998) 

The Stock market capitalization as a percentage of GDP is collected from the World De-
velopment Indicators by the World Bank as can be seen in table 3 below. We saw the pos-
sibility to use other variables to this, but this one was according to us most appropriate for 
our study. We chose to study the year of 2004. 
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Table 3 - Variables 

Variable Definition Source 

STMCAP Stock Market Capitalization: The overall size of the 
stock market, measured in U.S. dollars, and as a 
percentage of GDP. 

World Development 
Indicator (World 
Bank) 

GDP Gross Domestic Product World Development 
Indicator (World 
Bank) 

Prop Property rights Heritage Foundation 

Anti Anti-director rights: measures how strongly minor 
investors are protected against larger investors and 
managers. The level of Anti-director rights ranges 
from zero to six. If the country’s law follow the cri-
terion for a anti-director right it receives a point=1, 
otherwise it receives no point. These criterias are 
specified in table 1. 

La Porta et al. (1998) 

Common Common law countries (If a country is a common 
law country it is a 1, if it is not it is a zero) 

La Porta et al. (1998) 

French French-origin countries (If a country is a French-
origin country it receives 1, if not it is a zero) 

 

La Porta et al. (1998) 

German German-origin countries (If a country is a German-
origin country it receives 1, if not it receives zero) 

La Porta et al. (1998) 

Scandinavian Scandinavian-origin countries (If a country is a 
Scandinavian-origin country it receives 1, if not it 
receives zero) 

La Porta et al. (1998) 

 

Table 4 - Descriptive statistics 

Variable Min Max Median Mean Std. dev. observations 

STMCAP/GDP 2.0 486.0 54.0 75.878 77.513 49 

Av. Property 
rights 

16.0 90.0 70.0 66.735 21.518 49 

Anti-director 
rights 

0.0 5.0 3.0 3.0000 1.3070 49 
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Table 4 above present the descriptive statistics for the variables. The table shows that the 
sample contains great differences in Stock market capitalization as a percentage of GDP. 
Hong Kong with the highest stock market capitalization as a percentage of GDP has more 
then twice as high percentage as Switzerland, with the second highest stock market capitali-
zation as a percentage of GDP. In addition, the country with the fourth highest Stock mar-
ket capitalization over GDP has about one third of the stock market capitalization as a per-
centage of GDP as Hong Kong. The standard deviation shows that there are great differ-
ences between the countries. 

Average property rights do include extreme differences between the countries. The mini-
mum value of Zimbabwe with 16 in average property right is half as high as the second 
lowest by 32 in Pakistan. This implies that there are considerable differences in average 
property rights between the countries. 

Bate Roger, (2005) finds in his article that the neglect of private property was one of the 
major reasons to the economic crisis in Zimbabwe. Many sectors suffered greatly in Zim-
babwe. The extreme situation in the country most likely affected the stock market capitali-
zation as a percentage of GDP. The country can be considered a extreme case. 

Venezuela is another country in the sample that shows extreme decline between 2002 and 
2004 in stock market capitalization as a percentage of GDP, fell from 187.9 to 4.6. First 
quarter in 2003, the Venezuelan economy contracted by 29% mainly because of great 
strikes in addition inflation in the first month of 2003 was close to 14% (Venezuela eco-
nomic development). 

The figures below show the differences between the regions for each variable.  
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Figure 1 - Stock market capitalization/GDP divided by origin 

Source: The writers’ processing of data from World Development Indicator 

Figure one show that the common law countries have the largest stock market capitaliza-
tion as a percentage of GDP average. The German-origin countries have the second larg-
est, followed by the Scandinavian-origin and last are the French-origin countries. 
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Average property rights
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Figure 2 - Average property rights divided by origin 

Source: The writers’ processing of data from Heritage Foundation 

Figure two shows that the average property rights are highest in the Scandinavian-origin 
countries, followed by the German-origin, Common law countries and lastly the French-
origin countries. 

Anti-director rights
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Figure 3 - Anti-director rights divided by region 

Source: The writers’ processing of data from La Porta et al. (1998) 

Figure three illustrate that the anti-director rights are highest in the common law countries, 
second is Scandinavian-origin, German- and French-origin have the lowest anti-director 
rights.  
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3.1 Regressions 

We used six regressions to find out the relationships between our variables. In the regres-
sions where we examine legal origin, we use three dummy variables at a time, to avoid a 
dummy–trap. Scandinavia-origin is the dummy variable excluded in our regression. We 
chose to exclude the Scandinavian origin countries because it is the smallest group and it is 
preferred to have groups of similar size when including dummy variables. The size differ-
ence is not excluded but we found it to be the best solution. We also use variance analysis 
to observe the differences between the groups in relation to the different variables. A sig-
nificance level of five percent is used to reject the null hypothesis and believe in the rela-
tionship we write below each regression.  

The first regression examine if there is a relationship between Stock market capitalization 
as a percentage of GDP and average property rights.  

Regression 1: εβα ++= )(1 prop
GDP

SMCAP
 

Expected result: (+) A positive relationship for prop 

The Second regression examine whether there is a relationship between Stock market capi-
talization as a percentage of GDP and anti-director rights. 

Regression 2: )(1 anti
GDP

SMCAP
βα += + ε  

Expected result: (+) A positive relationship for anti 

Regression three examine if there is a relation between Stock market capitalization as a per-
centage of GDP and average property rights and anti-director rights simultaneously. To 
find out if either of these variables are correlated, correlation is checked for as well as mul-
ticollinearity. 

Regression 3: )(2)(1 antiprop
GDP

SMCAP
ββα ++= + ε  

Expected result: (+)(+) A positive relationship for prop and anti  

Regression four examine if there is a relation between Stock market capitalization as a per-
centage of GDP and average property rights, with dummy-variables included. 

Regression4: )(4)(3)(2)(1 GermanFrenchCommonprop
GDP

SMCAP
ββββα ++++= + ε  

Expected result: (+) A positive relationship for property rights, (+) a positive for 
Common, (-) negative for French, (-) negative for German 

Regression five examine if the regions could explain for differences in property rights. 

Regression 5: )(3)(2)(1Pr GermanFrenchCommontsopertyrigh βββα +++= + ε  

Expected result: (+) A positive for Common (-) a negative relationship for French 
and (-) a negative for German 

We conducted a sixth regression to exam if legal origin by can explain STMCAP /GDP. 
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Regression 6: )(3)(2)(1 GermanFrenchCommon
GDP

SMCAP
βββα +++= + ε  

Expected result: (+) A positive relationship for Common (-) A negative relationship 
for French and (-) German 

3.2 Results 

Table 5 - Regression Results 

Variable Regres-
sion 1 

Regres-
sion 2 

Regres-
sion 3 

Regres-
sion 4 

Regres-
sion 5 

Regres-
sion 6 

Dependent 
variable 

STMCAP
/ GDP 

STMCAP
/ GDP 

STMCAP
/ GDP 

STMCAP
/ GDP 

Prop STMCAP
/ GDP 

Constant -32.51 

(-0.990) 

NA 

19.02 

(0.710) 

NA 

-70.33 

(-1.916) 

NA 

-84.18 

(-1.450) 

NA 

88.55*** 

(9.138) 

 

74.250 

(1.946) 

NA 

Prop 1.6242** 

(3.463) 

 1.4928** 

(3.259) 

1.790** 

(3.384) 

  

Anti  18.951** 

(2.312) 

15.529** 

(2.059) 

   

Common    66.676 

(1.676) 

NA 

-22.333** 

(-2.086) 

 

26.694 

(0.633) 

NA 

French    30.600 

(0.750) 

NA 

-30.452** 

(-2.882) 

-23.917 

(-0.575) 

NA 

German    24.376 

(0.549) 

NA 

-4.167 

(-0.333) 

NA 

16.917 

(0.343) 

NA 

Scandinavian       

# of observa-
tions 

49 49 49 49 49 49 

R-Square 0.203 0.102 0.271 0.279 0.240 0.092 

*** Significant at 1%   

**  Significant at 5 % 
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Regression one in table 5 above shows that property rights alone have a positive impact on 
stock market capitalization as a percentage of GDP. Both the significance level and the t-
statistic allow us make this distinction. R2 is of approximately 20%.  

Regression two in table 5 above shows that Anti-director rights alone positively affects 
stock market capitalization as a percentage of GDP, however the significance value, t-test 
and R2 are not as strong as for property rights, but still strong enough to be interpreted 

We suspected that there might be a correlation between property rights and anti-director 
rights. We conducted a test and found that there is a correlation of almost 14 percent. Ac-
cordingly, there is a correlation between the variables, however there is not a very strong 
correlation. Due to this, we tested for multicollinearity. The VIF-test gave a result which 
indicate that there is no indication of multicollinearity. 

Regression three examines if STMCAP/GDP as the dependent variable, is explained by 
anti-director rights and property rights. Disregarding the small correlation, we could find 
that both explanatory variables together explain the dependent variable from the results 
shown in table 5. The R2 indicate that the model fit the data at 27 percent. We can also see 
that property rights dominate of the two explanatory variables.   

Regression four examines if STMCAP/GDP is explained by property rights and dummies 
for the three biggest groups. The p-values and t-statistic did not enable us to interpret the 
dummies, but property rights were still significant to be interpreted at the five percent sig-
nificant level, as shown in table 5. Hence, we could determine that the legal origin do not 
explain the dependent variable, stock market capitalization as a percentage of GDP. 

Regression five examines if property rights as the endogenous variable can be explained by 
the dummies to see if there are any differences between the origins. We could determine 
that there are differences between the different origins in regards to property rights from 
the results presented in table 5. The intercept term of the alpha show that Scandinavian 
countries have the highest property rights. The negative betas show how much lower the 
averages are for common- and French origin countries.  

The sixth regression did as mentioned above not give any significant results. That means 
that we are not able to determine that there is any relationship between the stock market 
capitalization as a percentage of GDP and legal origin from the regression.  

The first regressions enable us to determine that there is positive relationship between 
stock market capitalization as a percentage of GDP and property rights. Further we can de-
termine that there is positive relationship between Stock market capitalization as a percent-
age of GDP and anti-director rights. We could not find any clear evidence that stock mar-
ket capitalization as a percentage of GDP can be determined by legal origin. The results 
from the regressions indicate that a country which has an incentive to increase its equity 
market would consider strengthen its shareholder protection of either of both property 
rights and anti-director rights or one of them. 

There may be many reasons to why we could not see any relationship between stock mar-
ket capitalization as a percentage of GDP and legal origin. One explanation might be that 
the Scandinavian- and German groups are much smaller in comparison to the larger com-
mon law- as well as French origin group. It is preferred when using dummies that the 
groups contain equal amount of observations. To examine the groups more specifically we 
turn to the variance table in the appendix I. For the common law countries, three countries 
are lowering the average property rights considerably for the group, Nigeria, Pakistan and 
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Zimbabwe. The group of French origin group has only three countries, which receive the 
highest property given to the countries in our sample. The Netherlands and Chile by 90 
and Belgium receive 89, which can be considered to be among the strongest property rights 
protected countries as well. It is possible to extract countries and create groups within the 
larger groups. This would most likely create higher levels of significance in our regressions 
containing dummy variables. In this analyzes, we find it most appropriate to keep the 
groups intact and highlight the more extreme countries and values.  

By observing the variance table in the appendix I, it is quite evident that the developed 
countries around the world with large economies have better property rights than the rest 
of the world. In the Common law group, the countries that have a lower level of property 
rights generally have a smaller stock market capitalization. Nigeria and Pakistan are the 
most evident examples. New Zeeland is one country that does not follow this pattern. It is 
a country with high level of property rights but the stock market capitalization as a percent-
age of GDP is quite low. The pattern of low levels of property rights and low stock market 
capitalization as a percentage of GDP follows in the French origin group as well. Colom-
bia, Ecuador and Indonesia are good examples. In this group, we also find one extreme, 
Uruguay. Uruguay has more or less no Stock market capitalization as a percentage of GDP, 
but has a moderately high level of property rights.  

The first rule of a manager is to maximize shareholder value. Investor protection is some-
thing that has developed over time in countries. An investor who has several investment 
opportunities is interested letting his money grow. To be sure that his investment generates 
the best possible growth, he demands power and rights. To be able to secure rights and 
power for investors and attract external capital for companies, investor protection has de-
veloped. Laws and regulations enforced by courts, judges and the security exchange com-
mission (or similar institutions). Accounting standards have been developed so that inves-
tors are able to receive and understand information about companies and their develop-
ment. The rights to receive dividends, vote for directors, among others have developed to 
give power to investors. 

Property rights as described by the Heritage Foundation measures the protection of private 
property for a citizen. We argue that the next step for a country with a healthy property 
rights protection usually is to develop protection for minor investors. Anti-director rights 
are protection of minor shareholders. Accordingly, it could be assumed that countries de-
velop property rights first and follow by developing anti-director rights. The variance table 
shows that it is very rare that a country that has weak property rights protection has strong 
anti-director rights. However, there are countries that do not follow this pattern. Pakistan is 
one example. We can further see that the anti-director rights and property rights do relate 
to each other. The relation is not very strong, specifically the German and Scandinavian 
groups do not have a strong relation. The countries in these groups have high levels of 
property rights but their anti-director rights are not very strong. Examining the anti-
director rights data in the variance table, there is a clear difference in variance among sam-
ples between English origin- and French origin average. French origin has lower average 
with 2.3 compared to 4 in English origin average. There is greater variance among the 
French origin countries. 

We can observe that Switzerland is a country that has a very high stock market capitaliza-
tion as a percentage of GDP but have weak anti-director rights. The fact that Switzerland 
has weak anti-director rights but second highest STMCAP/GDP makes it unique. Explana-
tions to its strengths may be that it has a rather non-transparent bank market. Information 
from banks is confidential. This have attracted investors from other parts of the world, 
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which in turn has increased the size of there financial markets. Belgium is a country with 
no anti-director rights protection but still has a stock market capitalization as a percentage 
of GDP that is just above United States. It is rather evident that it is not a necessity for a 
country to have strong anti-director rights to have a large stock market capitalization as a 
percentage of GDP. Belgium and Switzerland are two good examples of this. The common 
law countries due, however, indicate that there might be a strong relationship between anti-
director rights and the size of equity markets. The relationships are not as strong within the 
other groups.  

Creditor rights were not included in our regressions. One may argue that creditor rights can 
be conflicting to anti-director and property rights. It can also be argued that creditor rights 
have a positive affect on stock market capitalization. Creditor rights protect creditors that 
provide debt to a company. Anti-director and property rights protect shareholders that 
provide equity to a firm. In a solid, working company, these rights do usually not collide. 
When a company faces default, the rights of the stakeholder’s and their protection may col-
lide. Most importantly are the situations where a firm possibly could recover after being put 
in default. A Shareholder and a minor creditor might be very interested in keeping the 
company in business. A senior creditor on the other hand is most likely indifferent to the 
future of a company. There objective is to obtain all the credit they have provided.   

In addition to the problem with shareholder rights versus creditor rights, obtaining collat-
eral is dependent upon the accessibility of debt and equity. If a creditor is highly protected, 
accessibility of debt will probably be very high. If there is low anti-director- and property 
rights in a country, the accessibility of equity might be low. This would most likely generate 
a bias of debt-financed companies in that country. Naturally, the opposite would most 
likely occur if the protection is strong for property- and anti-director rights and low for 
creditors.  

Examining anti-director- and property rights to stock market capitalization as a percentage 
of GDP, we can see that anti-director- and property rights only explain 27% of 
STMCAP/GDP. This indicates that there are many other reasons to why SMCAP/GDP 
grows. The fact that we were not able to find a relationship between stock market capitali-
zation as a percentage of GDP and legal origin made us suspicious to the findings of La 
Porta et al. (1997, 1998). We consider it possible that they have overestimated the effect of 
legal origins impact on the size of equity markets. 

Perceiving the subject from a wider perspective, it is close at hand to think of Beck et al 
(2003(a)) findings. It is clear from their study that property rights and stock market devel-
opment are linked to legal origin. Endowment does according to (Beck et al 2003(a)) have 
impact on the strength of private property, how developed financial intermediaries are, and 
the level of the stock markets development. The reasons behind colonization of a country 
do quite probably affect the institutionalization and development of private property. Beck 
et al. (2003(a)) finds that there is stronger relation to endowment. It is not mentioned 
whether legal origin and endowment are related. The possibility of implementing a stable, 
well-functional system with strong institutions in favor of legal origin can be dependent 
upon settler mortality, the endowment part. However the countries that had low settler 
mortality and implemented the common law legal system is most likely the ones with the 
largest equity markets in the world today. If one is interested in checking the variables si-
multaneously, it is most likely that they are correlated.  

Further one must realize that stock market capitalization is affected by several variables. 
The property rights index we use, has a wide definition, covering quite a few important is-
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sues relating to stock market capitalization. However, the index is just an index and it is 
hard to make a very accurate picture of the present situation in a country for all the vari-
ables property rights is to cover. In addition to those variables, there are others that most 
likely effect stock market capitalization. Variables such as taxes in general, taxes on capital 
investments, ease of doing and starting up a business, red tape, political stability and judicial 
protection all affect stock market capitalization as a percentage of GDP. 

Examining the variance table in the appendix I, indicates that the higher average property 
rights as well as stock market capitalization as a percentage of GDP generally appear to a 
greater extent in the developed countries. This is independent upon which legal origin 
group they belong to. The pattern for developed countries is not as clear for anti-director 
rights as for the other two variables. This finding is another counterargument to the rele-
vance of legal origin in relation to stock market capitalization as a percentage of GDP. 

A variable that is not brought up in this article at all is the accessibility of the stock market. 
With the electronic age, the accessibility has increased enormously. The possibility of sell-
ing and buying shares has changed significantly. This variable probably explains a part of 
the growth of stock market capitalization in addition to many others.  
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4 Conclusion and Further Research 

The purpose of this thesis was to examine if stock market capitalization is related to prop-
erty rights, anti-director rights and legal origin. It was interesting to find out if stock market 
capitalization was affected similarly by legal origin as external capital was, as found by (La 
Porta et al., 1997).  

The results demonstrate that stock market capitalization as a percentage of GDP has a 
positive relationship to property rights. We also found that anti-director rights have a posi-
tive relationship to stock market capitalization as a percentage of GDP. By enforcing better 
property- and anti-director rights, a country should reach a higher stock market capitaliza-
tion as a percentage of GDP. These results support our first hypothesis that there is a posi-
tive relation between stock market capitalization as a percentage of GDP to property rights 
and anti-director rights. 

The results show no significant inpact of legal origin that could explain stock market capi-
talization as a percentage of GDP. In our study we were not able to find any similar rela-
tion as La Porta et al. (1997) found. In our variance table, we can observe that there are dif-
ferences between the legal origins stock market capitalization but there is no evidence that 
can be found that if one country belong to one group it will perform better. It is notewor-
thy that the stock market capitalization as a percentage of GDP in English-origin is twice 
as high as in French-origin.  Yet in our regressions, we cannot find significant results to 
support this hypothesis. We thereby reject our second hypothesis that stock market capi-
talization as a percentage of GDP. 

We argue that the impact of legal origin on stock markets is exaggerated. Countries with 
high level of development have higher stock market capitalization as a percentage of GDP 
than countries with low level of development. Although countries with different origins 
tend to show different levels of accessibility to equity and debt, and stock market develop-
ment, legal origin cannot be used to explain stock market capitalization as a percentage of 
GDP. We believe that investor protection and the enforcement of it is a better and expla-
nation to the size of equity markets. 

To find new explanations to related to this subject, it would be interesting to study how the 
accessibility of investing in companies differs around the world. For what we have been 
able to find it is quite an unexplored research topic.  
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Appendix I 

Variance Table 

Cournty 
Average propoerty 
rights 1998-2007 

Antidirector 
rights max 6 

Stock market cap. 
% of GDP 2004 

Australia 90 4 108.4 

Canada 90 5 106.4 

Hong Kong 90 5 486.3 

India 50 5 48.4 

Ireland 90 4 54.4 

Israel 70 3 72.9 

Kenya 49 3 26.1 

Malaysia 56 4 152.7 

New Zealand 90 4 38.7 

Nigeria 34 3 16.7 

Pakistan  32 5 23.7 

Singapore 90 4 149.0 

South Africa 50 5 170.5 

Sri Lanka 52 3 16.0 

Thailand  62 2 72.3 

United Kingdom 90 5 123.0 

United States 90 5 131.6 

Zimbabwe 16 3 27.3 

English origin average 66,16666667 4 101.35 

    

Argentina 46 4 28.2 

Belgium 89 0 134.1 

Brazil 50 3 46.9 

Chile 90 5 108.6 

Colombia 38 3 20.3 

Ecuador 36 2 7.6 

Egypt 49 2 43.8 

France 70 3 80.9 
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Greece 58 2 57.5 

Indonesia 36 2 24.9 

Italy 66 1 42.3 

Jordan 58 1 131.5 

Mexico 50 1 21.9 

The Netherlands 90 2 96.8 

Peru 41 3 26.6 

The Philippines, 48 3 30.6 

Portugal 70 3 39.4 

Spain 70 4 84.6 

Turkey 58 2 27.7 

Uruguay 70 2 1.9 

Venezuela 36 1 4.6 

French-origin  average 58,04761905 2,333333333 50.5 

    

Austria 90 2 24.3 

Germany 90 1 42.2 

Japan 78 4 73.2 

South Korea 80 2 56.1 

Switzerland 90 2 217.6 

Taiwan 78 3 135.3 

German-origin coun-
tries 84,33333333 2,333333333 91.45 

    

Denmark 90 2 57.8 

Finland 90 3 95.3 

Norway 90 4 47.3 

Sweden 84 3 96.6 

Scandinavian-origin 
countries 88,5 3 74.25 
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Appendix II 
 
Regression 1 

Dependent Variable: CAP   

Method: Least Squares   

Date: 05/10/07   Time: 11:38   

Sample: 1 49    

Included observations: 49   

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     C -32.51194 32.85316 -0.989614 0.3274 

PROP 1.624185 0.468991 3.463147 0.0011 

     
     R-squared 0.203301     Mean dependent var 75.87755 

Adjusted R-squared 0.186349     S.D. dependent var 77.51253 

S.E. of regression 69.91831     Akaike info criterion 11.37249 

Sum squared resid 229762.8     Schwarz criterion 11.44971 

Log likelihood -276.6261     F-statistic 11.99338 

Durbin-Watson stat 1.983780     Prob(F-statistic) 0.001149 
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Regression 2 

Dependent Variable: CAP   

Method: Least Squares   

Date: 05/10/07   Time: 11:38   

Sample: 1 49    

Included observations: 49   

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     C 19.02389 26.77929 0.710396 0.4810 

ANTI 18.95122 8.196837 2.312016 0.0252 

     
     R-squared 0.102118     Mean dependent var 75.87755 

Adjusted R-squared 0.083014     S.D. dependent var 77.51253 

S.E. of regression 74.22551     Akaike info criterion 11.49205 

Sum squared resid 258943.1     Schwarz criterion 11.56927 

Log likelihood -279.5553     F-statistic 5.345419 

Durbin-Watson stat 2.150793     Prob(F-statistic) 0.025207 

 

Correlation  

 ANTI PROP 

ANTI 1 
0.1392594432

70067 

PROP 
0.1392594432

70067 1 
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Regression 3 

Dependent Variable: CAP   

Method: Least Squares   

Date: 05/10/07   Time: 11:44   

Sample: 1 49    

Included observations: 49   

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     C -70.33206 36.70280 -1.916259 0.0616 

ANTI 15.52863 7.541567 2.059072 0.0452 

PROP 1.492833 0.458081 3.258884 0.0021 

     
     R-squared 0.270535     Mean dependent var 75.87755 

Adjusted R-squared 0.238819     S.D. dependent var 77.51253 

S.E. of regression 67.62635     Akaike info criterion 11.32514 

Sum squared resid 210372.9     Schwarz criterion 11.44097 

Log likelihood -274.4660     F-statistic 8.529941 

Durbin-Watson stat 2.221519     Prob(F-statistic) 0.000706 
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Regression 4 

Dependent Variable: CAP   

Method: Least Squares   

Date: 05/10/07   Time: 11:46   

Sample: 1 49    

Included observations: 49   

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     C -84.18389 58.07585 -1.449551 0.1543 

PROP 1.790213 0.528997 3.384164 0.0015 

Common 66.67588 39.78785 1.675785 0.1009 

French 30.59960 40.81065 0.749794 0.4574 

German 24.37589 44.42141 0.548742 0.5860 

     
     R-squared 0.279236     Mean dependent var 75.87755 

Adjusted R-squared 0.213712     S.D. dependent var 77.51253 

S.E. of regression 68.73258     Akaike info criterion 11.39477 

Sum squared resid 207863.4     Schwarz criterion 11.58782 

Log likelihood -274.1720     F-statistic 4.261592 

Durbin-Watson stat 2.170293     Prob(F-statistic) 0.005313 
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Regression 5 

Dependent Variable: PROP   

Method: Least Squares   

Date: 05/10/07   Time: 11:47   

Sample: 1 49    

Included observations: 49   

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     C 88.50000 9.684405 9.138404 0.0000 

Common -22.33333 10.70651 -2.085958 0.0427 

French -30.45238 10.56655 -2.881960 0.0060 

German -4.166667 12.50251 -0.333266 0.7405 

     
     R-squared 0.240433     Mean dependent var 66.73469 

Adjusted R-squared 0.189796     S.D. dependent var 21.51819 

S.E. of regression 19.36881     Akaike info criterion 8.843313 

Sum squared resid 16881.79     Schwarz criterion 8.997747 

Log likelihood -212.6612     F-statistic 4.748104 

Durbin-Watson stat 2.271472     Prob(F-statistic) 0.005830 
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Regression 6 

Dependent Variable: CAP   

Method: Least Squares   

Date: 05/10/07   Time: 11:47   

Sample: 1 49    

Included observations: 49   

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     C 74.25000 38.14936 1.946298 0.0579 

Common 26.69444 42.17570 0.632934 0.5300 

French -23.91667 41.62436 -0.574583 0.5684 

German 16.91667 49.25061 0.343481 0.7328 

     
     R-squared 0.091632     Mean dependent var 75.87755 

Adjusted R-squared 0.031074     S.D. dependent var 77.51253 

S.E. of regression 76.29871     Akaike info criterion 11.58530 

Sum squared resid 261967.2     Schwarz criterion 11.73973 

Log likelihood -279.8398     F-statistic 1.513132 

Durbin-Watson stat 2.075438     Prob(F-statistic) 0.223997 

 


