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(market portfolio risk)el|4] 2}A|sh= st =F4ke] 7]od = v]-g-<l wlelp)el] &3] AA=
&= Sharpe-Lintnerd AFEX}A71A 73] 23] (CAPM : Capital Asset Pricing Model)ol] €]l o] %
ol zlchH, AR A A o] 25| E3Hcompletely 1ntegrated)% 35 AAA BE 2P
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1) e AAERS AAR & A F2E  a world CAPM [Harvey (1991), De Santis and Gerard
(1997)], a world CAPM with currency risk [Solnik (1974), Adler and Dumas (1983), Dumas and Solnik
(1995), De Santis and Gerard (1998)], a consumption-based asset pricing model [Wheatley (1988)], Multiple
risk factor models [Ferson and Harvey (1994, 1997)], a world arbitrage pricing theory [Solnik (1983), Cho,
Eun and Senbet (1986)]%5-°] 912 $bHRe]lE ZA|Z g o7+ SharpeLintner®] CAPMS =Hd=;
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37} xjo]E Ho|A Hthe change in the cost of capital). ©]+= AFEAF-3} o] % 7]]2] #F
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Alexander, Eun¥} Janakiramanan (1988)+= v|=r2] =8 A1 A ZHNYSE, AMEX or NASDAQ)¢]|
1962'd €] 1982 Afoleof] 2= o] ldd o= 670 347 71450 thAf o2 A}EAi-3tel
w2 FAZEE WskE dsielch 158 vt 719S Aleld BE 7118 A A ol
A 2354k 17%2] 72 B A AH2]E{CAR : Cumulative Abnormal Returns) =7}= H.41a1, A
Aol 5 3\ d7E 33% 9] AHAaE Hola laS EEEpsich v Avre} 7|de] A= S 2
A Blol|A] AAB] Ao ZHAE Holx gl 15 o]edt AAFS vl A&} et
A|Ayke] F3tel 7|9lehe Zlow dwstar glrh

Bekaert2} Harvey (2000), Henry (2000) 22| 32 Kim3} Singal (2000)0] o]2]&} 31AF-S- XA A
AHdellA] ed-gk Wb, Errunza®l Miller (2000)+= 3270= 1267 ADR(American Depository
Receipts) o3t 7|95 o2 A}En|g-o] Wl thste] A-3koirh. Kim¥} Singal
(2000)-=>- 157H oA v o] Qe ~g Eg3fo] AEAIA; 231 dekE EAEI=. 5

7} o] ZHrstel| wpet SA L2371 o] F H- k=
WAk 152 o293 S FEAASS SRRk 85

el Aol dteks s FAES] AhaE Tl Ee 7]1g
. 22} Kim#} Singale] <A} gl=e]. 152 A= oyl
AHr3kel 2o AldE = ‘éF—H AN (A EEH, “10@} °ﬂ7<Hr§‘r S5} A3

i&

ru

A3} o] 52| Wslr} ARl 7|18 Zlo] oA E‘r% -4 73%1]71153#1] Sk
ol S oh;}‘_—_ 740]1;].

Bekaert®} Harvey (2000)= A1 E3} w2l & W35 238} o|A 3} o] F oF 3xdo]
o] 717be AT o2z AEAIA; AEte] whE AREn]g-e] WskE AT-8ksit)h. Kim3t
Singal(2000)2] EHAIS s A3}7] ¢35} Bekaerte} Harvey= ¢33FS- = < o) 95091587
Ao, 1 A= i ERHE SA 0] i8R 2 &) o] 5|4 75 Ho] A~ 2

6) ¢ 670=-2 Australia (7), Canada (13), Denmark (1), Japan (10), South Africa (2), United Kingdom (1)
Tolx T35 o]._Q_ 7]01;1_/’:

7) w09 WFEE B AMAFEIRG 9 A S TA s 710]3% %4 Herfindahl 9182, 52} x1%
TR/ A Ei}—u (GDPEHHl FAAA71A], GDPH] TR 5, vlo|a 2B A B AAA|

els] LR, AP st 3 AVEEHER, BFEEE, SR
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QU= Zhi 702 ek AEARS ol whe} 71339 An)go] Axsteirk Fasha
AR5l 5 487 A AREA T ARE neiFa oo,
AAGStol B2 Fpaste] 28 Be] ojulAubA 127159 o

Henry (2000)
L7 ARRAHRE A1 AFE vlal FAgke] ARRst 717 0 sk At 47%2] BIA
Aol E AbsS Holom, o] 8/ it 37.6%0) o] 2 & A EL A4S
eplw sk A wiiRich i a1 ol AebAelA] elofd olale] 7
AN AlHenry (1999) 2218 Aelalo] ofel ANAAA M5B} A BAMGE T4
o ma gt AHA AL Sk deksielel] Festalet. olelat BAMS R A T4

to,
:% iy
o
i)
91_1;1

A g, & Al AANE (A A A B ARt 7led )
Z

I AAR A PSR AL Pl AR SHeE A BAA A Se
Z-g3fadrt. ol=ldt FAHTE o] 83 Ak ApArEle] @R oAt Atasiel o, E
s o mi} AAsH o mut o A8] o] dk ABd33%el o] B L v ES Ko

FaL olek A7 v ZIHEAFEE P31 oleld Tk AbeE AREAS} o]
$-2] AEn] g s sjAstar ol

A A ROl AR AERE Ay 2] 712kE Far Al EE, BE ok odsle A
. AR, AR AHE I} SHbE]o] dojub= Ao dubH el o3 AP o] AREAE}
off gk A el slefA =3t A3 ) viA = dEks A= ole s 7HA
ek 2 THE ofel WS B AR FAF AASIolo o7t uhebe AE
Aol
g AT GFS TR AHRES AR SAT R &t AR
Jpet 5}34J~ A) %8k Wb Errunza®} Miller (2000)= o A2 5 /187198 5
(firm level analysis)-2 &H-8-3lo] o|2]dF #AS A3l glc} 3270 12671 71432 o]
J o 2 75o| 233 ADR(American Depositary Receipts)S- 28310 o731t 3270 S
= 1R olmAmle) x3hEe] glch wpEA R 52 Ay AEIA AW
matched sample long-horizon approach)2 AR5} glt} o] 7|dqr=e} =7 EAE 7|
S Wx|uz) 7)o AAEo 2 Al 93 &I confouding effect) S A AT 4 9t
= Aotk A7] G EE SA 3] 918k Errunza®} Miller+= Conrad®} Kaul (1993), Barber
¢} Lyon (1996,1998) S-o| A|3kgt Fulj- -Gl E{buy-and-hold returns)S A-&-35}7 ¢t} 1=

a2 &L o
N of
099
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rlr
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jﬁ f”l° o
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lo
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8) v] 67f=HArgentina, Brazil, Chile, Mexico, Colombia, Venezuela)3} ©}A]o} 67]=India, Korea,
Malaysia, the Philippines, Taiwan , Thailand)

9) 117)=2 Chile (10), India (8), Korea (5), Malaysia (2), Mexico (5), Philippines (1), Portugal (1), Taiwan
(6), Thailand (1), Turkey (1), Venezuela (1)o]=], ZF k2 7|4
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o sk ABA AFIE AL EE FEAARE FEL BAE A o S
F7H] AAsEI7F ADRES) HEAAES ASeEA dolytow, 422%2] Ar|AddsTdE
(long-run realized returns)®] Z+A7} WrAsloich olelsl A= wigdel 52 3831 B4
A e AE BelFal gk

anbd o7 ¢)atql AAEXHForeign Direct Investment)el] H|&l ¢]=ke] FEZ] e Fx}
(Foreign Portfolio Investment)7} -§-5-AJo] &A =7] wjfol] &) X EZe] e FExjx}Zo] I+
WA WsAd S STMZIvhs BlvkS wrolsith AR RS2 o2 E o=l TR
o] A Mg S7tell sl w9 RIZFSHA W& Heolar glvk H 2 Il el FAkAt
ol 23 SIS HEAdS 77 el diel w2 Aot o FelA o gleh

Tesar®} Warner(1995)= Pl=Az2] o|MAvEL FA A 9] f-qle] el o]m A vl €]
WEAS Z7PIAE Aol dhal 197808 199197441 dlelEl o] gale] A5l
5o MRS vl§ whegh Ao, el FAARAN TSR el o] Tl
Al ﬂ"}?‘@‘r SA A=) ﬁ"*zr(turnover rath)JJr ZIpe] o] FFAAE] IAE A8l

Aolelis frela 450l WA Dy AA Shrhs AES Wk 5 H9lEAbaEol

%Wokq S SRR A Hleh 17} el AEg g

Bekaert(1995)= o[ ubAle] EA0] Ae] Akabgw el ey, oo 44
(cross-listed  securities), IFC(International Finance Corporation)e] X% FAP7}aA|<IFC
Investable)tH] A 2| X 4IFC Global)e] B]&2 vepls 9512l AfARKRE 507 Z34-
of Pdo] QleAlE ATstsrh b 2 AR JAE A1) JHuEt A el A A
= g o] AR flvks Aot

19811 14581 19961 1297b#] 2] 4 o] Awl AF5E o8-8k Errunza(2000)= A7

FE WA S AR Al o]A} o] 5 wh vlatste] es]e ofzke] WEA Ak
=
=

2~
2
¥ At} Bekaerte} Harvey(1997)= Apb=A13e] AAAATe] 53 A es vbeddh AA|DE
Mg Foll ARRAARSR whE TG o] WEAe] 28] A *
Astar Qe 5s] #A 2, Bepd, elo|gh 2 F7ke] 7§ o]23k WEA

_]
e}
oS 2 hebba Qiek A B 7PsAe] Sl 24ES EAlSL v Folw ol @
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Bekaert®} Harvey(1997)ell <} 782 wp oz v 35l AZ7]71-S &-8-3)o] Bekaerte}
Harvey(2000)= oA npl el 4] 12 2715 W54 =1 !
A AP el e 017 daRe skl 197 we] QT Ankels
A} o) F WEAe] Z7p} ol Ao et e vkt w4 2
Robe] A AEZ BAUNSE 2
Rlgo] MEAS] F7lE A
el

De Santis®} Imrohoroglu(1997)%= GARCH(Generalized Autoregressive Conditional Heteros-
kedasticity) =S o] 88} ApEAfStel] whE WEAd Y] $219S A5k glek dlelEl €]
Alekez ol AwhAll 5SS tieR 1988 129 v 4] 1994 59 EA T4
F2 vlole] % 3647 ol gsto] ARAGI} FAFE BEAS] A G v
Al e e

Kim>} Singal(2000)-> ARCH®} GARCHE.2-& &-§-5f0] EAJsol = d=#] 23k A+E
HolFar gleh & N F7tel] gloiAl= W 2 =
Zhazskar slvk 252 sl FAAbE] frade] sliAlAe] MEA S SRt el
Hadbs e sle]f 2 zbEe] SllFAAAe] e STHITIAl sevke AES WiE
oAk

=

4. AANZTY AFA

Do Aol gl BANE ARASE ABETe A4H U= D81t
ol 259, Errunza, Hogan¥} Hung(1999)¢l] w}=w A|A}X]

relgel ATAGSE Thalel AYET] AT AR A% A APEe A%
wrt sk 4 aleka Fsh Ak ol FAkEe] Tl Adew g 9%
< olgato] sl A AgS AR A= AmllelA s A
o A Az e kg e 4 gl ahieleh Aolehio el 44/ A E

10) 152 s EAlExte) A=) oA A4S AHinternational  diversification vs. home-made interna-
tional diversification) & th2-3 Fro] FEA L it} L] BAEA= el Aut AME 2 Qe
AP gk FAE A FAEARRA RS Aol A ARE AL ol At gk A
Tl o FAE QA7 Sle 50 wAe w1 AR el olFeiAn gle
2 A AR VAR 1) v A EERelL, 07 ShEle F4, 2
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T opie TATAE] FAH AL FEAR FAH DELS S 45A
= AL Uk o2 wlolZodx| 3 )} o] & E¢] Solnik et al.(1996)ol] wh=w o =A|AHe]
oA A ARAlG ST A A Akl osl FeEl A=Ak Aol AR
o] 71918F Zolgla FAsta 9ot & Longindd} Solnik(1995)2 77) AA=S Aoz o
W 235 o] 83 ARAITE A A3 w7k Al FRiake] Altte] 7wt
ol wet Wstels s WAk A 305k R AR AT SRS B
FaL olek Z1Ee] AsERe] AAS she] Wt e R AAke] Fite] o] Foix]ar gl
th= AES Wel7lel 277F oFslal ICAPMS: A-8-3fofobtt AASs A= A5 -+
Stk ¥ E AARPzRe] AAlTE A o m AR S ARE AA s st &g}
717} 8= vha sleeEle A Al 2 AR AF$.2] & Al (interdependence)2 24 3=

o) % AR AL ST SAIA k] e ARG e Sl BAEALe] )

AL ‘ﬁ% T %= dAel Aol

27k~el2] 2] A A2 Morgan Stanley International(MSCI) world index]¢} o]™ Al n}Al E-31}-2]
b ARAGE AHRAA A3 A3 52 waste] B ol 23 ok of7)4 TN
o] z}-4-3}A1Ao] FgE ) : 1) AF-9] AFEAG3 ZHAR(ZAIAS3F AR} 2)AFE]

= %3] [Bekaert2} Harvey( ZOOO)XLZ] AR A S A83 79 17l 5 14757
SRAT7E SR Ao vEhtem Y] 2715 FellA i=Rre] vl 2h2 2

X
>

% ol olek AFTAE £YUL AL AT AT k2wl TIFS JARe F7
= = sl DR ol vivldk s e s el glrh
L itional Correlations (Official Liberalizati L itional C: ions (CF

é Thailand Argen(na_’;
o4 ./Brazi\ . . . 0“/Tha|\a.nd
‘. * Pakistan °, >
Argentina 03 \Chile N 02"
\4. . Tawan _:. < /Colomb\a
E 02 . E 0 -
-0.6 -04 -02 0@ 0.4 0i6
’ \
01y 02 India
.
lo lormbia
/ 04
1 01e 02 03 04 5
BEFORE BEFORE

F2]¥ =[closed-end country funds (CFs)|2} ADRE A= o] gt} 258 oA v]= 4] # )
Ha gle AHRte R Al T EEZE|QE FE3le] AR I ES FHEE ¢ 9l
A 2g8A FoIZHN e EAFALZAE] °é73: T U= ol5E TR §lo] Az A
AL 5 J=AE FA3IC
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Bekaert 2} Harvey(2000)2 ZAHEATSHE AF-34 AAIAAL] G=ol&3} oA vzl o] =<
E30] A o] Wt el g ARl deE vIA o ol BE 8lES SAl/ A E
Gk 5] AR AL AHS}E o] - Al SrFslel Al Aaell o uhe Al 3k
< 7AW SRS o 2 AT SUHE Blvks Aotk

B Aol A= AREARE e TR ] ST} vl A= dwFel|l A o7k -7
AR W7 E F7HeE AHE, A HEA R SAAARRe] At
AG7E AgAd-olA ARl ASATES AR A H gt T O of g tigh A
FATEe] 121g AR oR Qs HAE= A E ofE 7PAAA wghFe] o] &4 ¢
= = T2 FARAIgEe] sl T2l sl o W xE|v]
Aol 873 glek olg|g 7P v 9=l A8, 7 AR wg Sl (+)9]

- | AlAksks vhe s el R AT sl e] 2= A Rob 9

o A5k olel @ 4.9 Z7bk 48] b A5 ARChE Aelh EE ICAPMO]
SlZahs ulsh o], AEH ATES ARAARIE DTN T o) wn
(revaluation effect)”} 9132, A3} o] 3 x}=8]-8{cost of capital)®] 7147} Yt AL A=3}
stk dubd el defoke gl AHRAAAEF S A AR WA (volatility)-2 57 FA

fo o

Qe e Aol Slal AAE A Feh Ak 50 A ol A
of AN AFAe] AASFE Z7HE AR BAH T Sek

TR AREAAE] = A FAE ] 711 4= glek ARk oR o]ef gt FAAH -
Aoz gyt A3} WAl el Z(explicit vs. implicit barriers)©-2 o= 4= glt}. WA]H <l
22 A FAFE 5 ol £A8 & Qe Aow suleh SAAA 7Fe] H8H ol
g el Aol 711gt}. oS &1 o=l FARAEL S=elel tigk ApEA AA A8 5
= 5 oH uAA e Ay 33 5 gle AR dE 5ol FAA 7149
=38] A AR, FARRAA=] XA A, FA S S Ak = 25 5
= T ot

o]l Aol Ai= Merton(1987)2] EHA1gh A H3}el| 2] 2] 7}A3 Rl =A) 2 -3k ol A
de] ezl Fute]o](*Home bias”)-EEZE2] S FAP} iAo 2 2l -2 A%
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A Aboll ] olelqt Ay ol W WAl FAGR] F o3 o FAEAHEA L] o] o]
A A Qe Bk FARAL Se] F3] de Ao el s ule,
FAFFARHE Ao] B4 2L WEEe R Sl Ao] ohly] wlie] FARbEe
S50 EEEL]0F o) Frle] BAEAemH A 1nhel) o]4E AT 4 AU}
= | oo A%E Qe A FAEAER L] Ejole). o]t A EALEA]
A ool Bpela Al EEER] 0. Aol QoA EelA e %Al o] sl 3
A =]

el Aol AR v i vke Zlolt) of2l’h fAto] ffellA =

H| 2 A F2 o] 28] A=k =, s FAiAbe] Ahot 223 FA
4= Qb el mishd o1Add] vl U2 Alo] dAelch ofe] d7E

Ardslr] flsted AlmE gl o, JA7HA] o= AW HepedsiA] whot

French®} Poterba(1991)= o]2|gt Enjolo] A 5158 FrR| 9] Sxo)|A] Awslelx X =3}

Sieh. B, Al AN, 15 FAAD 5 F2A aelEe] s ol ge 2
[e]

P K

Aol ol glehs ole) BAle FARIE] FANeNE olgaje] Awsla olek. &
A A e FARE 2ol A B F|dige] FEAOR thE 4 glrke Zlelth
ol So] Qo] FAA vl] ARG wls) A} v]FA el el F o] FAA
o WL T A% 7kl Ao R AR RALE F o FAA o H7)
a5 Falolelzr) eyl Aole). w wrlA Faael ik 4% PeAe 4
wel wleRe] 71e1e s1gel da Az B A4 A e 4 sleks Al ol E
So} 9)3tql FARTE AAle] A TAL WAk ) F)R el T )9
(extra risks)& T Wleh= Zlolek, o= o} ¥l S15al el A FA A4, 713k 719]
ol ShalA] ol w7k A 9] wlirolels Zolek. olelak iAo} 3-E AlATelIA Suix(1997)
& S FARRSe] Ao )5el FAAFEel wa) AT FAAA] s A e
HRE AT ek APsls Zo] geldeleln dwal 3l
5

Adler®} Dumas(1983)¢] E 1S &3t #3714

11) & t] A48 home biasel] Tt A= Lewis(1999) 3=
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% AR Folelel ot 958 Hatslgon, A0

of5rel Tk i 714 o FAREE A o' vl A TRt 2 7191l
dgEe] sivk= S A of2d AR diyrar|g] AE A2 ARl 2 qfe]
ol mjal =t 2 23 A2

7T Eﬂﬂx}uvl FAE 78] dofubx] oA gl ‘“/} KangJJr Stulz+= ©]E Al

HAZHAS A H el 71-8-A(information availability)el| 4] 2= ’6}‘7 olct =, Exx} E3] 3
S AR sk He F)edel] wala Fuo} 2 Alede] dal E o 2 <

53k 7)ol o B FAE dvke Ale|vk

1213 =2l= Merton(1987)9] 7Hd =t |8l gleh. FAzte] xEZE] e FA4S B
A AA N TR s £x1x]e] T6) dyato g %1%4qu Aol 2keksle] Merton-2-
FAARE ARl Ee] A o SR X EX FAZ = A1 sfellA] FE RS
E=Z8 el 25 =k oy o] AW H]EH%‘H-/] 84S 7x3sta gJet “concern

about asymmetric information among investors could be important reason why some institutional

—hi

o

and individual investors do not invest at all in certain securities, such as shares in relatively small
firms with few stockholders. [P.488)
2R Abejel A2 Mertone] FH =S ohat 3k

E(r,-): ﬂiE(rm )+ A, = B4,

AF i(= NN, N FAAL o) A ol g R 8- el j=12...8%)

o gk wSbAT o] EHANIE A, & A AL AT A8

(=S, 0 54 i0) EEFD e doldel wF). S sl FANGL st 2o
ﬂ'i = 50_1260[(1 _ql‘)/%

st FPHIE, o £ A i) Bk ok 29 71339 AA 7197H, g 4
ARGl A ek F4 10 FARe] A FRENN. LE Fh0] LE FA%
SIA kA glem, = bAR A SeldE ABAS 09] 7k ZAEe] Faw o]
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T CAPMO =2 Wit o]d AHel Al FrPdRIt 09] & HeA o, Al
FEZT o= H-tAh AEAoA X3tk Ax ole AdiAow wlagA el ¥R
(risk sharing)®. <l Ao w M2 FaxlgS AW 714e] o B2 AR5 A4
Z1dell vl AEnlge] o 25 Aolghs e BolFal olck

F < Lewis(1999)= A4 Aol 4] @A) =oivbar Sl= lﬂ}‘ﬁ]‘ﬂ* S o 2

= T SHellA =ejsta olek AAle Al FAARte] sl 5ol f13E A7t
7]ell B Frh= Aotk 7P 5452 $139] 7] A ’>‘H = 7P A 714
7} /s ARE 53] 1AL Al e 7 MNOF 22 AR AR EAE S
T odek zefu ooz s FRA ok sivksb 2 Aol el slelakite]
A 5] 98-S o & AR 5 o7 witeleh WA A2 Al Ak} o]
2717} A E = 8-S Bl S vhs Aolrh ofe] IAlEANEAL H]E- ke
A AHE S| = u|go] Fulelo s 35S Arshatl slolA 7 7HsAde] sl Zlel
2tz A|ekskar glck

o[l Aol $2lt= FAFAL AL oot ARCIunAA)S] FoA SR A
o Rgh), FAEEET L FARALY ool E BT 9] Fulolols AARE AT
BelollA] o]n] & kel wolEel X3 gl dakele), o] Awslele we el 9]

olgrent, AF7HA L o= A AR dbolEoix]| %] ki glvk. ARu[fAde] 1
wHlA A7 Aled B2 AW 7R 7P AwEe] gle Ae® Bl AR A
2plef| 4] 2] Fufoloj 2 Wb o el wd FAlE qbellA] 7|9 Zhe] AFHEANE A’ Zle
2 syt dub o dfelxEFe e AR B A HIF &87bs3 7S A st
= o]z]gt ARIEAL 71419 JFE(firm size)2} -5 (liquidity)ol] 7]13h= o2 e}
vz sict
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il

(o]

V.24 E

SFAARA TR AT o 23} Aol QlolA v F8E AL 7T 9)
The e 2 delzl Aol el oi7)4 FAlEA e EAlvh RA EEEe 0o
A3k AAVA AR ol ah ok vIAE Fhol) el Asingieh. Ao R AT
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Iz FARREA A ] h418] FE A e, hA18] e E A e 92 L Ft ot el sivhs
& #-2](mild segmentation) 3-8 2| %] 5} a2)gF A RRe] A A A Aol 2] E3te)
s Ao 7ol mel el o= vehtar gick

AREAY FA O] el WiE AFATES FAPH R 13 A= o 7HAAEA

[e5

w7hFo] EAghS BofFaL Qi TR WA 9w AMHES TR v A ME

off Zejrlsde] F7fE o] 7HAe] AR Kt -‘?—ZW]?_{S HEx] od= Aabel] il o]2gt =
au 04—0,_— & o] F212F S99} 78 B o] FHA(information richness)S-ol] (+)¢] ¢3dFS Wk
U= ALFE vehtar ik oA 2] o]k A S FRA TS AR T ARAE
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< *d FAR e weba] A= S7bE 8o o 7o) Abgivhs Zle|th 5 ICAPM
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g A2 et gl

Uzl o] FxP7F HEE Fajolo]ol &Ato] Felslar, o= AAFAA A4 e]
FHlolo s Juk ofue}, Fd FAla QlellA]
ol2|3k dAe] Facle] AHn|hA A6l 7]k Aolehs FAo] AF7HA] 7P A5HE
AY 3L gl
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2l Aol Akl A (Market Index)E ©]-8-3te] HAISllS W 7| AlEe} &
& o g Fotel ok d3S- v H Ao thak EAEo] glgic) o]el 33 o] Fof
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<ABSTRACT>

International Capital Market Structure and Emerging Market
Liberalization

Hyunchul Chung

It is well recognized that the structure of the international capital market has important
implications for international finance theory and practice. Here we focus on the effect of barriers to
international investment on investors’ portfolio choice and asset pricing. Empirical studies in general
support the theoretical prediction of mild segmentation models that world markets are neither
completely segmented nor fully integrated. The degree to which the local market is integrated to the
rest of world markets seems to be changing over time.

Empirical studies on the impacts of these barriers support the theoretical prediction that there
exists a differential pricing mechanism induced by such barriers. The unrestricted securities are
priced with a premium on the restricted ones. The premium for unrestricted stocks seems to be
related positively to foreign investment demand and information richness, indicating that foreign
investors prefer information-rich securities and drive up domestic stock prices. As the standard
ICAPMs predict, the cost of capital decreases after market liberalization : a significant positive return
around market liberalization (revaluation effect) and a decrease in the proxy for the cost of capital
for example, long run realized returns or dividend yields. Contrary to general concerns, the claim
that market liberalization increases stock market volatility is not supported by empirical evidence. In
general, the empirical results show a small increase in emerging market correlation with world
market return after liberalization. Through this survey of previous theoretical and empirical studies,
we found that most of the previous empirical studies use market-level indices to investigate these
liberalization effects, so the potential problems discussed in the context are embedded in these
studies. Hence, future studies should investigate the impact of stock market liberalization at a more

disaggregated firm level.
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