

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
				
			
		

		
            

		
		
		
			
		
			
		
			
		
			
		
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Why the Stock Markets Negatively Price Democracy?

	
    
        
            
            







    
    










    
    
    
    











			
        

    
	

	
	
		
		
			75 Pages
		
		

		Posted: 16 Nov 2023
		
		
		
	

	
		
			
			




	See all articles by Yosef BonaparteYosef Bonaparte
University of Colorado at Denver - Department of Finance


		

	
	
	
	
	


	
	
		
			[image: Multiple version icon]There are 2 versions of this paper
		
	


	
		
		

		
			
				

				
					

					
						
							
						

						
							
								
									Why The Stock Markets Negatively Price Democracy?
									

								
							
							
							
								
									Number of pages: 44
								
								
									Posted: 21 Dec 2020
								
								
									Last Revised: 04 Nov 2023
								
							

							
						

						
							
							Downloads
							   44
							
						

					

					
					

					
						
							
						

						
							
								
									Why the Stock Markets Negatively Price Democracy?

								
							
							
							
								
									Number of pages: 75
								
								
									Posted: 16 Nov 2023
								
								
							

							
							
								
								You are currently viewing this paper
							

							
						

						
							
							Downloads
							   35
							
						

					

					
				

			

		

	

	


	
	
	
	
	
		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		We utilize panel data on over 65 countries from the Economist Intelligence Unit about its Democracy level, measured by the level of functioning of government, civil liberties and political participation, etc. and show inverse relationship between Democracy and stock market performance. Our results are robust clustering for countriesâ€™ characteristics. We conjecture that the larger the space of the democracy, the greater the scrutiny and unrewarded excessive accountabilities on the financial markets; as such cause some inefficiency. We then show that key constitutional factors affect democracies, and hence stock markets return and volatility. This study is critical since there is a great deal of heterogeneity across countries with respect to democracy, with only 5.7% of the world population live in a full democracy. Collectively, the democracy level is a key determinant when we study global financial markets, and it is costly. 
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