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1
Table 1 Mean value of variables in regression analysis across countries
w v r gm gere ge afr
24.873 0.065 1.894 1.547 1.444 1.003 0.744
20.131 0. 141 12.413 5.717 0.638 4.930 0.319
24.315 0.056 4.739 1.995 2.743 1.621 2.736
25.521 0. 108 14.413 3.562 2.525 2.792 4.360
23.028 0.063 2.478 1.533 1.587 1.086 1.541
26.343 0.102 3.326 3.935 4.490 4.053 5.784
22.692 0.082 2.186 1.443 1.700 0.727 0.210
22.607 0.093 2.186 1.110 0.929 0. 647 -0.512
21.088 0.121 2.405 1.443 1.888 0.611 4.406
21.173 0.099 6. 645 3.250 2.828 3.337 3.967
24.891 0.088 0.113 0.614 0.163 0.008 2.581
23.933 0.090 3.941 1.917 2.201 1.497 2.695
22.837 0.083 7.430 2.719 1.650 1.810 3.028
22.614 0.084 2.186 1.443 1.345 0.514 0.954
21.452 0.069 2.186 1.443 1.852 0.741 0.479
22.376 0.147 8.897 6.375 2.518 3.883 7.180
23.447 0.069 0.793 1.777 2.334 1.036 2.272
23.502 0.088 2.186 1.443 2.091 0. 803 0.213
25.496 0.090 2.300 1.722 1.771 1.552 2.907
25.007 0.063 3.089 1.664 1.625 0.852 2.235
Al.
2
Table 2 Statistics of variables in regression analysis
w 23.366 1.901 15.584 28.918 1267
pv 0.090 0.053 0.019 0.427 1280
r 4.290 4.954 -0.100 67.330 1 280
gm 2.333 2.739 -11.569 34.819 1260
gcre 1.916 5.224 -31.926 21.065 1260
gc 1.649 4.089 -9.826 30.599 1246
afr 2.405 17.613 -63.656 483.952 1160
N N N Al.
1% @
0.5
(7)
.5% . . Gini .
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3
Table 3 Baseline results of the determinants of equity bubbles
(1) (2) (3) (4) (5) (6) (7)
0.193 2** 0.277 9*** 0.293 7*%* 0.245 0*** 0.300 1*** 0.313 7*%* 0.316 1*%*
" 0.085 3 0.093 6 0.096 3 0.096 9 0.103 1 0.107 2 0.107 5
6.279 6*** 9.677 2*%* 8.594 9 *** 8.372 1% 8.229 8 *** 6.793 7*%* 6.776 8 ***
7 1.795 7 2.086 4 2.108 8 2.124 6 2.224 0 2.2589 2.260 2
0.056 1** 0.050 0** 0.051 5** 0.041 3" 0.047 5* 0.043 6
' 0.023 4 0.023 7 0.023 5 0.024 9 0.027 8 0.030 5
0.215 5*%* 0.204 5*%* 0.207 4*** 0.194 9*** 0.192 0*** 0.192 4***
e 0.038 2 0.038 4 0.039 8 0.039 9 0.041 9 0.042 2
0.081 4*** 0.077 0*** 0.073 47*%* 0.073 77*%* 0.074 2*%*
gere 0.017 3 0.017 4 0.018 1 0.0188 0.018 8
0.074 0*** 0.074 7*%*
Feer 0.019 1 0.019 2
0.025 8 0.0350" 0.045 7" 0.0450"
& 0.020 0 0.020 8 0.023 9 0.024 1
0.022 4 0.022 4
e 0.022 5 0.022 6
0.002 5 0.002 3 0.002 3
o 0.004 3 0.004 7 0.004 7
0.003 5 0.003 5
L 0.003 8 0.003 9
No No No No No No Ves
u -506. 006 -473.319 - 461.626 —455.955 ~411.310 -393.981 -393.930
R 0.017 4 0.059 1 0.082 4 0.083 2 0.083 6 0.105 3 0.105 4
LR ¥ 17.90 59.48 82.86 82.74 75.00 92.76 92.86
N 1267 1248 1248 1234 1136 1117 1117
( ). Il LT e 10% 5% 1%
4.2 0.15
4
0.1.0.12.0. 15
GSADF (1. (3) . (5)
(2. (9. (6
HP pv r gm gcre
L. gcre
0.15
. Goodhart Hofmann *
4 gc
gfr
0.1
0.15 0.5.

0.1
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4
Table 4 Results with consideration of different bubble intensity
(1) (2) (3) (4) (5) (6)
P-HP>0.1 P-HP >0.1 P-HP >0.12 P-HP >0.12 P-HP >0.15 P-HP >0. 15
0.172 9** 0.160 4" 0.254 1 ** 0.238 6** 0.169 1 0.1550
v
0.087 8 0.087 8 0.100 3 0.100 2 0.103 8 0.103 6
5.227 7% 5.283 6%+ 5.197 6*** 5.245 6%+ 5.349 3** 5.496 0 ***
pv
1.813 0 1.804 5 1.918 7 1.906 6 2.0959 2.089 5
0.108 2*** 0.141 0*** 0.117 8*** 0.161 1*** 0.097 4*** 0.137 0***
-
0.024 4 0.034 4 0.0258 0.037 9 0.025 4 0.036 6
0.138 8*** 0.129 1% 0.159 5*** 0. 147 0*** 0.154 5% 0.159 6***
gm
0.038 3 0.037 7 0.0419 0.041 2 0.042 0 0.041 8
0.044 5%+ 0.043 7% 0.041 4** 0.040 3** 0.061 4*** 0.058 0 ***
gcre
0.0159 0.0158 0.017 2 0.017 1 0.018 6 0.018 4
. 0.058 6*** 0.054 3% 0.055 8 *** 0.050 2*** 0.055 0 *** 0.050 3 ***
. gcre
0.0159 0.016 2 0.017 1 0.017 4 0.018 6 0.019 1
0.039 9** 0.045 1** 0.041 0" 0.047 4** 0.039 2" 0.044 47
gc
0.0203 0.020 6 0.021 1 0.0215 0.022 3 0.022 7
. 0.0352" 0.0352" 0.027 3 0.027 2 0.024 2 0.0230
. gc¢
0.019 7 0.019 8 0.020 6 0.020 8 0.021 7 0.021 7
o 0.020 9** 0.021 0*** 0.021 0*** 0.021 3*** 0.018 9** 0.019 3**
.
0.007 7 0.007 8 0.008 1 0.008 1 0.008 5 0.008 5
L & 0.0119" 0.012 8" 0.014 0" 0.015 3" 0.0113 0.012 3
. T
0.007 2 0.007 3 0.007 8 0.007 9 0.007 4 0.007 7
No Yes No Yes No Yes
u -512.715 -511.472 -461.358 -459.589 -402.611 -400.734
R? 0.087 5 0.089 7 0.092 2 0.095 6 0.090 4 0.094 7
LR ¥* 98.31 100. 80 93.67 97.21 80.05 83.81
N 1117 1117 1117 1117 1117 1117
( ). el 10% 5% 1%
5.1
43
: La Porta 45
; (1s)
Logit ; . Djankov

( pmi)
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Table 5 Results with consideration of the institutional variables
(1) O (2) pmi (3) gt (4) ss
-0.0654 0.189 1 -0.039 1% 0.004 6 0.0892 0.3249 —-14.168 3™ 5.702 9
v 0.1150™** 0.0419 0.529 4™** (.188 3 0.327 3™** 0.107 4 0.336 0™** 0.107 7
pv 7.088 4*** 2,088 4 10.112 1% 2,973 8 6.144 47 2,269 2 7.264 07 2,278 9
r 0.077 37** 0.018 1 -0.575 6™ 0.0777 -0.0301 0.028 4 -0.0514" 0.0279
gm 0.181 6™ 0.0357 0.274 9*** 0.065 0 0.195 0*** 0.040 8 0.191 9™ 0.042 0
gcre 0.061 1*** 0.017 6 0.132 8% 0.027 6 0.072 7*** 0.018 7 0.073 4™ 0.018 8
L. gcre 0.061 5*** 0.017 7 0.097 1*** 0.028 0 0.073 4™* 0.019 1 0.074 2*** 0.019 1
gc 0.0341° 0.0197 0.032 3 0.037 2 0.046 7" 0.024 2 0.000 7 0.000 5
L. gc 0.0149 0.0193 0.0111 0.0357 0.0222 0.0227 0.044 9" 0.0235
afr 0.002 6 0.004 5 0.006 1 0.005 1 0.003 0 0.004 3 0.002 2 0.004 7
L. gfr 0.004 6 0.003 8 0.0057 0.004 9 0.003 9 0.003 8 0.003 4 0.003 8
Yes Yes Yes Yes
) -461.184 2 -212.383 3 -390.021 0 -391.1200
R? 0.1290 0.304 5 0.114 3 0.111 8
LR)(2 136.59 185.99 100. 68 98.48
N 1117 700 1117 1117
( ). U T e 10% 5% 1%
® La Porta a“ 4 b3
Gromb  Vayanos
©) Logit




1 20 — 11 —
6
Table 6 Results based on the IV method
(1) TSE (2) MLE
w 0.317 7% 0.026 6 0.174 1°** 0.033 9
pv 6.515 8% 0.686 7 10.250 7*% 4.830 6
r 0.018 2 0.021 0 0.144 2% 0,025 1
om 0.083 2 0.024 1 0.105 7** 0.030 8
gere 0.038 0*** 0.011 4 0.048 7% 0.018 0
L. gere 0.039 3™* 0.012 1 0.0313" 0.0184
gc 0.0359** 0.015 7 0.0063 0.018 3
L gc 0.0235 0.015 0 0.010 4 0.017 2
o 0 0.003 2 0.0003 0.003 4
L ofr 0.0009 0.003 1 0.001 7 0.003 0
Yes Yes
N 1117 1117
( ). U TR 10% 5% 1% . MLE
5.3
7 3
1%
1%
7
Table 7 Results based on the monthly data
(1) (2) (3) (4) (5) (6) (7)
W 0.147 5% | 0.1653™* | 0.1669™* | 0.1685" | 0.1674** | 0.1727"* | 0.171 7%
0.049 1 0.050 3 0.050 6 0.050 6 0.050 7 0.051 3 0.052 1
8.984 9 *** 8.670 1*** 8.749 2 8.610 5 8.665 8™ | 8.8184° | 8.434 0%
b 1.904 5 1.930 5 1.925 8 1.9270 1.9322 1.946 5 1.976 8
~0.020 1 ~0.022 6 ~0.021 1 ~0.0205 ~0.018 8 ~0.024 1
' 0.0157 0.016 0 0.016 1 0.016 1 0.016 4 0.017 6
0.061 6™ | 0.059 9" | 0.0588* | 0.0585" | 0.0569** | 0.0530"*
am 0.019 6 0.019 7 0.0198 0.0198 0.020 0 0.020 3
0.038 4° 0.038 8" 0.039 1" 0.041 6" 0.038 7"
gere 0.020 8 0.020 8 0.020 8 0.020 9 0.0215
L gore 0.018 8 0.017 3
0.023 1 0.024 4
0.000 7 0.000 7 0.000 4 0.000 3
g 0.000 5 0.000 5 0.000 6 0.000 6
L 0.000 8 0.000 7
0.000 6 0.000 6
, 0.002 3 0.003 3 0.003 9
& 0.004 3 0.004 4 0.004 2
0.004 7 0.004 9
L afr 0.004 1 0.004 2
No No No No No No Yes
Il S1508.444 | —1500.622 | -1496.258 | -1495.311 | —1495.178 | ~—1485.684 | -1 368.469
R 0.010'5 0.014 3 0.014 7 0.015 2 0.015 3 0.018 6 0.020 2
3% 31.88 43.41 44.35 46.24 46.51 49.99 46.60
N 3 648 3623 3623 3623 3623 3 604 3 401

(

) 1 o kk *kk

1

0% 5% 1%
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Table 8 Results with consideration of bubble persistence
(1) (2) (3) (4) (5) (6) (7)
LB 3.661 27 3.628 8™ 3.609 8*** 3.596 8 *** 3.820 3™ 3.818 3™ 3.821 9™
’ 0.300 4 0.302 8 0.303 7 0.304 0 0.342 1 0.343 1 0.343 6
2 B 0.550 6" 0.550 1" 0.493 6 0.479 7 0.266 8 0.268 0 0.265 5
' 0.3196 0.321 4 0.3233 0.323 5 0.367 6 0.368 7 0.369 0
0.218 9" 0.279 0** 0.264 7" 0.243 6" 0.268 9” 0.248 6" 0.251 6"
12
0.131 4 0.139 1 0.140 8 0.142 1 0.150 9 0.1530 0.1530
10.065 7 *** 12.396 2*** 11.553 7% 11.612 1% 11.815 5*** 11.703 17*** 11.663 0***
pv
2.7359 3.0335 3.048 8 3.060 2 3.260 4 3.284 4 3.290 1
0.007 5 0.018 1 0.018 6 0.006 7 0.0115 0.004 1
;
0.039 4 0.036 3 0.037 3 0.043 7 0.044 4 0.052 2
0.160 47 0.169 37 0.170 8*** 0.168 5% 0.163 87 0.161 17
am
0.045 3 0.044 3 0.044 5 0.047 5 0.047 6 0.048 3
0.058 2°** 0.057 3** 0.053 47* 0.058 5** 0.059 8**
gcere
0.0229 0.0229 0.024 6 0.025 2 0.025 7
0.047 8" 0.048 4°
L. gcre
0.027 9 0.027 9
0.008 3 0.021 8 0.010 3 0.010 4
C
& 0.028 9 0.0300 0.032 4 0.032 4
-0.0320 -0.0311
L. gc
0.0309 0.0311
o -0.002 3 -0.004 3 -0.004 3
.
0.0111 0.012 2 0.012 2
0.004 5 0.004 5
L. gfr
0.004 9 0.004 9
No No No No No No Yes
i —258.275 —251.472 —-248.274 —-247.257 -218.104 -215.643 -215.604
R? 0.478 0 0.491 8 0.498 2 0.494 8 0.505 2 0.5103 0.510 4
LR x~ 473.03 486.63 493.03 484.30 445.44 449.43 449.51
N 1229 1229 1229 1216 1118 1117 1117
: ( ). U N el 10% 5% 1%
5.5 BMA BMA
. ( P.con mean)
(P.consd). 9 (5) (9)
(P.P)
9 9 (2) (4) Raftery >
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Table 9 Results based on the pooled BMA-Logit model
PIP P. con mean P. con sd (1) (2) (3) (4) (5)
w 63.6 0.118 3 0.041 8 0.119 0.114 0.121
pv 100.0 6.836 7 2.0262 6.930 6.580 6.880 6.550 6.993
r 100.0 0.079 5 0.018 1 0.081 0.078 0.078 0.076 0.082
gm 100.0 0.207 9 0.034 7 0.205 0.214 0.192 0.200 0.203
gcre 100.0 0.064 2 0.017 5 0.066 0.063 0.063 0.060 0.065
L. ger 94.3 0.061 0 0.017 7 0.062 0.059 0.064 0.060 0.061
gc 10.0 0.0319 0.018 8 0.030 0.034
L. gc 0 0 0
afr 0 0 0
L. gfr 3.2 0.005 1 0.003 8 0.005
cons 100 —-0.466 5 1.558 1 0.554 1 -2.244 0.419 -2.265 0.597
BIC -6 863 -6 862 -6 859 -6 858 -6 858
P.P 0.522 0.289 0.056 0.044 0.032
. PIP . P. con mean . P.con sd .P.P
20 2000 —2015 ;
Logit
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Empirical investigation on the determinants of asset bubbles: Evidence from
20 Economies

CHEN Lang-nan' WANG Sheng-quan®

1. Lingnan ( University) College Sun Yat-sen University Guangzhou 510275 China;
2. International School of Business & Finance Sun Yat-sen University Zhuhai 519082 China

Abstract: Based on the rational bubbles theory this study examines the determinants of asset bubbles by
using the panel data Logit model and the data of 20 Economies dated from 2000 to 2015. The results suggest
that trading volume and price volatility are significantly positive determinants of asset bubbles with the full
sample. However the explainable power of trading volume disappears during the period of severe equity bub—
bles. The results also reveal that monetary policy is a determinant of asset bubbles. Credit and its lag term are
the two important variables that drive asset bubbles. Besides this paper investigates the effect of the institu—
tional variables on the occurrence of equity bubbles. The results suggest that equity bubbles are more likely to
occur in the country with common law system low protection on small investors high transparency of govern—
ment and free arbitrage. These results are confirmed by the robustness checks.

Key words: asset bubbles; determinants; panel data Logit model; pooled BMA-Logit model

Al
Table Al Description of variables in regression
tv WIND
p Narayan WIND
r OECD
am M2 FRED
gere GDP BIS
gc FRED
ofr FRED
A2
Table A2 Countries and stock indexes
S&P500 AEX
Toronto 300 ASE
MXX RTS
MERV N225
IBOVESPA KOSPI
FTSE 100 S&P/ASX 200
CAC40 STI
DAX SET
IBEX35 SSEC
PSI SENSEX30




