














Figure4

Characteristics of Regional Cycles

Emerging Markets
Asia Latin America
Amplitude Duration Amplitude Duration
Phase (in percent) (in months) (in percent) (in months)
Booms 76 23 98 24
Crashes 70 17 84 17
Mature Markets
Europe G-7
Amplitude Duration Amplitude Duration
Phase (in percent) (in months) (in percent) (in months)
Booms 68 28 55 29
Crashes 51 22 43 18
Average Regional Cycles
100 -
75 -
50 Asia/
25

-25

The table and figure show the average cycle per region. The sample starts in January 1975 and
ends in December 2005. The total number of cycles per region is as follows: 53 for Asia, 51
for Europe, 61 for G-7, and 57 for Latin America. In the top panel, duration is expressed in
months while amplitude is expressed in percent; it is calculated as a deviation from the mid

-7 -13

point between the peak and the trough.

11 15




* S| 0UBP 1JU0D WRDJed-aUOo e e ‘uossaidal BuLinp ueyl uoirezieleqi| Buimoljoy uni Uous ay Buunp wehise| Buiedg swooq jo apnijduwe ay Jo
sIseYjodAy aAIIeUIB) e P IS-BUO AU} JO JoAe) Ul ‘fenbe ake Uo(ez|feJad 1| UnJ-1oys pue uossaida. Buinp sspnyijduwe woog ayl eyl sisayiodAy |inu sy 309 am ‘ajdures Ino uj sa1unod ay)
[e 0} Tey) s9EOIpUL |0 19| do} By ‘B|duexs 104 "UOIRZIRR]!|UOSSAICR) [2I0LeUlY JO SIOJDIPUL B} JO SIUBID11JB00 LU0SSaIBa1 8U} UO S1S8) SSaUIodAy spodal a|des 8y L uolezieseq||
enueul} eied ay) Jo awn ayl woly pasdep aney seak Inoj yoiym ul spoted asoy) se paljiuepl ake spolied uomezieedl| uni-fuo (Mopuim Jeak-Inoy) uolezierql| eloueul)
rved Jo yrwssle SRIPSWWI 3U} Ul spolied 850U se palyiusp! a1 spotied uoleziesql| uni-uous pazieseqi| Allenled aJe SI0Jss OM} LU SS9| UM spoted asoy) se pa1iuep!
aJe spolid uossaidey spyew Buibews pue ainjew 104 UossaIdal pue Uoiezifeed| eloueuly Jo spotad usseiip 8yl Ul sayseld pue swood Jo apnlijdue afiejone ayi smous ainbiyay L

6€0

T00

260

€0

wo

i 4]

€00

€50

00

000

€00

000

000

200

81’0

000

T00

100

uofezieRq! uny-fuo < uoezieRql uny-Hous
uolezienqi uny-Buo < uossaidey

uoiez|fesqi uny-Hous > uossaidey

)

swoog

seuselD

swoog

)

swoog

SeXeNaINe N

SN

=NE]

SPYRN IV

S159 | SPY0dAH

aneA-d

uolez|feseq) uny-buo o

uoreziesed i uny-Lous 0

uoissalidey ;2

sayseld
SE)RN 3NN

swioog
SEXR N aInNke |\

sayseld
spye N Bulblew3

swioog
spye N Bulblew3

saysel)
SEYRN IV

swioog
SR IV

7

(1o sed i)
sayse D pue swoog Jo apniijdwy abe oAy
Gainbi4

r Ot
r 0C
r 0g
r oy
r 0S
r 09
r 0L
r 08
r 06
r 00T
r OTT
r0ct
- 0eT




Appendix Table 1
Criteriato Define Liberalization Periods

Capital Account

Criteriafor Full Liberalization

Borrowing abroad by banks and
corporations

Multiple exchange rates and other
restrictions

Criteriafor Partial Liberalization

Banks and corporations are alowed to borrow abroad mostly freely. They may need to inform the authorities,
but the authorization is granted almost automatically. Reserve requirements might be in place but are lower
than 10 percent. The required minimum maturity is not longer than two years.

And

There are no special exchange rates for either current account or capital account transactions. There are no
restrictions to capital outflows.

Borrowing abroad by banks and
corporations

Multiple exchange rates and other
restrictions

Criteriafor No Liberalization

Banks and corporations are allowed to borrow abroad but subject to certain restrictions. Reserve reguirements
are between 10 and 50 percent. The required minimum maturity might be between two and five years. There
might be some caps in borrowing and certain restrictions to specific sectors.

Or
There are special exchange rates for current account and capital account transactions. There might be some
restrictions to capital outflows.

Borrowing abroad by banks and
corporations

Multiple exchange rates and other
restrictions

Banks and corporations are mostly not allowed to borrow abroad. Reserve requirements might be higher than
50 percent. The required minimum maturity might be longer than five years. There might be caps in borrowing
and heavy restrictions to certain sectors.

Or

There are special exchange rates for current account and capital account transactions. There are restrictions to
capital outflows.

Domestic Financial Sector

Criteriafor Full Liberalization

Lending and borrowing interest rates
Other indicators

Criteriafor Partial Liberalization

There are no controls (ceilings and floors) on interest rates.

And

There are no credit controls (subsidies to certain sectors or certain credit allocations). Deposits in foreign
currencies are likely permitted.

Lending and borrowing interest rates

Other indicators

Criteriafor No Liberalization

There might be controls in either lending or borrowing rates (ceilings or floors), but they are less spread out
than during repression.

And

There might be controls in the allocation of credit controls (subsidies to certain sectors or certain credit
alocations). Deposits in foreign currencies might not be permitted.

Lending and borrowing interest rates

Other indicators

There are controls in lending rates and borrowing rates (ceilings and floors).

Or

There are controls in the allocation of credit controls (subsidies to certain sectors or certain credit alocations).
Deposits in foreign currencies are likely not permitted.

Stock M ar ket

Criteriafor Full Liberalization

Acquisition by foreign investors

Repatriation of capital, dividends, and
interest
Criteriafor Partial Liberalization

Foreign investors are allowed to hold domestic equity without restrictions (except for certain specific sectors).

And
Capital, dividends, and interest can be repatriated freely within two years of the initial investment.

Acquisition by foreign investors

Repatriation of capital, dividends, and
interest

Criteriafor No Liberalization

Foreign investors are alowed to hold up to 49 percent of each company's outstanding equity. There might be
restrictions to participate in certain sectors. There might be indirect ways to invest in the stock market, like
through country funds.

Or

Capital, dividends, and interest can be repatriated, but typically not before two-to-five years of the initial
investment.

Acquisition by foreign investors

Repatriation of capital, dividends, and
interest

Foreign investors are not allowed to hold domestic equity.
Or
Capital, dividends, and interest can be repatriated, but not before five years of the initial investment.

This table describes the criteria used to determine whether the capital account, the domestic financial sector, and the stock market are fully or partialy

liberalized.



'$,J00d 79 plepuels wo.j sawod (gan3g) eseqereq see N Buibews, ay L ‘pund ARBUO N [EUOIRRUISIU| B} WO SILLI0D asedelep
,SOIIS[eIS doUeU H [euoieURIU |, BY L "82In0S eTep S} pue ‘Sfep Hulpus pue Buluuifed s ‘A1unod yJes Joj pasn S| Xapul 13 ewl %001S YD IYM SMOUS (de3 ay L

aseqeleq s N bulblews G0 9%eQ 8990 JAde|dp uolezielided ap xopu| eRNZoUB A\
aseqereq s N Buifews G0%eqQ 269%Q IAED| [eRURD 301pU| niad
aseqered s e N Bulbews G0%eQ G/ %d eeWD AING 0O
aseqeed s N Buiblewg G0 %8d ¥899a X3pu | 300]S ejofog eIQWol0D
aseqered s e N Bulbews G099Q G/ %d Xapu| VdoI EllYe)
aseqereq s N Buibews S0 %9d G/ %0 xopu| BYN YdSANOG [1zeig
aseqered s e N Bulbews G0%eQ G/ %d [e/eueD a0Ipu| es|jog eunusbiy
I BWY Ul1e
SONISIIeIS oS [eUOIRURU| 50%8Q G/ uer a1sodwio)d 00S d78S SoRIS palun
SO[ISIIRIS doLkeU S [eUOIRRURIU| S0 %°d G/ uer soleus | XSV wopBuly pauun
SONSIIeIS doUkeU S [euO U G0%eQ G/ uer 00SYN ueder
SO[ISIIeIS Dol [eUOIRRURIU| G0 %@ G/ uer xapul gIN Aey
SONSIIeIS oS [euO U G0 9%eQ G/ uer Xvao Avew o
SOlISIeIS S0UeU | [euo feusRlu | G0 %ed G/ uer sesudseiuz 1sebre o Jo sbeseny aouel
SONSIIeIS oS [euO LR G0%8Q G/ uer 00€-3S1 epeue)
L9
SONSIIeIS okl [eUOIRURIU| 50%8Q G/ uer abUeLoX W oYX0IS UspavS
SONISIIeIS doLkeU S [eUOIRRURIU| G0 %@ G/ uer Xapu| abUeyoX3 01S pHpe N ureds
aseqered s e N Buibews G0%eQ 88 uer S9J00Y PENo | ooueg febnyod
SO[ISIIRIS DLk [eUOIRRURI| S0%ed G/ uer Xapu| eLIsnpu | abUeYOXT 300IS 0[SO femioN
SONISIHeIS S0UeU - [eUOeURIU| 5098Q G/ uer xepu| ol O3S| puepl|
SONISIIeIS Dol [eUOIRRURIU| G0 %@ G/ uer xopul-X3H puejui4
SONSIIeIS doUkeU S [euOIRUR| G0%8Q G/ uer Xapu | abueyox3 Xo01s uefeyuadoD yewued
adoun3
aseqered s e N Bulbews G0%eQ G/ %d Xapu| 13S puejrey L
aseqered s e N Buibiews G0 9%9d ¥899d xopu| by IS 1L uemie |
aseqered s e Buibews S0 %2ad ¥899a Xopu| dysodwiod 3sd seuldi|jiud
asegereq s e N buibewg G0 %9d ¥899d ayisodwo) 35T esfee
aseqered s e N Bulbews G0%eQ G/ %d ausodwod IS =YY
aseqered s e N Buibiewg G0 %8d 6899d Xapu | ayisodwiod 3¢ eISaUOpU|
aseqereq s e N buibew3 G0 %9d g/ uer Buss BueH Buoy| BuoH
esy

92.N0S eled areq buipu3 areq buluuiteg SoXapu| B e |\ Yo0I1S So1Jun0)d

S30IN0S JBY 1 pue saxapu| B Je N 3o01S
Z9|qe L xipueddy




Appendix Table 3
I nstitutional Reforms

Index of Law and Order

Insider Trading Laws

Insider Trading Laws

Countries Existence Enfor cement
(1) (2) (3)
Asia
Hong Kong Apr 94 1991 1994
Indonesia Jun 91, May 04 1991 1996
Korea Oct 91, Jun 03 n/a n/a
Malaysia Apr 93, May 04 1973 1996
Philippines Jul 92 1982 No
Taiwan Aug 04 1988 1989
Thailand Apr 88, Aug 92 1984 1993
Europe
Denmark Highest Level (whole sample) 1991 1996
Finland Highest Level (whole sample) 1989 1993
Ireland Sep 89, Apr 94 1990 No
Norway Highest Level (whole sample) 1985 1990
Portugal Oct 94 1986 No
Spain Dec 91 1994 1998
Sweden Highest Level (whole sample) 1971 1990
G-7
Canada Highest Level (whole sample) 1966 1976
France Jan 92 1967 1975
Germany Highest Level (whole sample) 1994 1995
Italy Aug 95, Jun 04 1991 1996
Japan Jul 92 1988 1990
United Kingdom Sep 89, Jan92 1980 1981
United States Highest Level (whole sample) 1934 1961
Latin America
Argentina Dec 92, Apr 04 1991 1995
Brazil Jun 04 1976 1978
Chile Apr 94 1981 1996
Colombia Mar 94 1990 No
Mexico Feb 04 1975 No
Peru Sep 92 1991 1994
Venezuela Apr 04 1998 No

Column (1) reports the dates in which there is a "permanent” improvement in the index of law and order published by the
International Country Risk Guide. In this index, law and order are assessed separately, with each sub-component comprising
zero to three points. The law sub-component is an assessment of the strength and impartiality of the legal system, while the order
sub-component is an assessment of popular observance of the law and order. We identify episodes of improvement in law and
order as those periods characterized by at least one point increase in the index from its two-year period average, and the
maintainance of the index above this average for at least two more years. This column also shows those countries for which the
index of law and order was at its highest level during al the sasmple. Columns (2) and (3) come from Bhattacharya and Daouk
(2000). The columns report, respectively, the dates when insider trading laws are aproved and when the first prosecution under
these laws occurs. The authors surveyed stock market participants and national regulators to obtain the answers. "n/a' means not

available. "No" means that there is no enforcement of insider trading laws.






