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Fig 1. the scatter plot of the average of the ratio of broad money to GDP and the average of unweighted de jure CBI from 1995 to 2014
(Source: Authors' own work)
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Fig 2. the scatter plot of the average of the ratio of domestic credit to the private sector to GDP and the average of unweighted de jure CBI from 1995 to 2014
(Source: Authors' own work)






















Table 2.
Descriptive statistics
	 Variable
	 Obs
	 Mean
	 Std. Dev.
	 Minimum
	 Maximum

	De jure CBI index (unweighted)
	340
	.473
	.196
	.157
	.951

	 De jure CBI index (weighted)
	340
	.485
	.19
	.175
	.942

	broad money (% of GDP)
	334
	82.370
	50.158
	13.619
	237.392

	Lagged inflation rate
	340
	6.406
	10.977
	-1.401
	125.272

	The sum of export and import of goods and services (% of GDP)
	340
	90.638
	81.661
	16.679
	437.327

	Real gross domestic product per capita
	340
	12517.779
	16601.089
	459.613
	54679.418

	The use of IMF credit (% of GDP)
	340
	.011
	.019
	0
	.112

	Legal origin (the United Kingdom)
	340
	.588
	.493
	0
	1

	Legal origin (France)
	340
	.176
	.382
	0
	1

	Combined Polity score
	340
	4.385
	6.073
	-7
	10

	Government expenditure
	335
	12.611
	3.916
	4.63
	20

	Exchange rate arrangement
	340
	8.909
	2.972
	2
	14


Note: Obs means the number of observations, and std. dev means standard deviation.
(Source: Authors' own work)






























Table 3.
The results of error term properties tests
	Test
	Model (1)
	Model (2)
	Model (3)
	Model (4) 
	Model (5)

	
	ldwvau, bm, open, rgdppc, inf, legalori_uk, legalori_fr
	ldwvau, bm, open, rgdppc, inf, legalori_uk, legalori_fr, polity5
	ldwvau, bm, open, rgdppc, inf, legalori_uk, legalori_fr, imfgdp, polity5
	ldwvau, bm, open, rgdppc, inf, legalori_uk, legalori_fr, imfgdp, polity5, gov
	ldwvau, bm, open, rgdppc, inf, legalori_uk, legalori_fr, imfgdp, polity5, gov, era

	LM contemporaneous correlation test
	844.04 (0.000)
	686.19 (0.000)
	669.67
(0.000)
	494.51
(0.000)
	572.58 
(0.000)

	Wooldridge serial correlation test 
	260.13 (0.000)
	217.03 (0.000
	159.95 (0.000)
	113.92 (0.000)
	118.60 (0.000)

	Modified Wald test
	7.6e+05 (0.000)
	4.1e+05 (0.000)
	3.2e+05 (0.000)
	6.8e+05 (0.000)
	1.4e+06
(0.000)


Note: The value in the parentheses is the p-value of the respective tests. ldwvau represents the de jure CBI index, bm represents board money ratio as a percentage of GDP, open represents trade openness (the sum of export and import as a percentage of GDP), rgdppc represents real GDP per capita, inf represents lagged inflation rate, legalori_uk represents the dummy variables indicate whether a legal system is originated from the UK, legalori_fr represents the dummy variables indicate whether a legal system is originated from France, imfgdp represents the use of IMF credit as a percentage of GDP, polity5 represents combined polity score. gov represents the government expenditure as a percentage of GDP. Lastly, era indicates the exchange rate agreement.		
(Source: Authors' own work)



















Table 4.
The results of heterogeneity
	Test
	Model (1)
	Model (2)
	Model (3)
	Model (4) 
	Model (5) 

	
	ldwvau, bm, open, rgdppc, inf, legalori_uk, legalori_fr
	ldwvau, bm, open, rgdppc, inf, legalori_uk, legalori_fr, polity5
	ldwvau, bm, open, rgdppc, inf, legalori_uk, legalori_fr, imfgdp, polity5
	ldwvau, bm, open, rgdppc, inf, legalori_uk, legalori_fr, imfgdp, polity5, gov
	ldwvau, bm, open, rgdppc, inf, legalori_uk, legalori_fr, imfgdp, polity5, gov, era

	Delta
	1.119 (0.263)
	1.355 (0.175)
	 0.439 (0.660)
	0.251 (0.802)
	-0.201 (0.840)

	Adjusted Delta
	1.454 (0.146)
	1.841 (0.066)
	0.627 (0.531)
	0.382 (0.703)
	-0.327 (0.744)


Note: The value in the parentheses is the p-value of the respective tests. ldwvau represents the de jure CBI index, bm represents board money ratio as a percentage of GDP, open represents trade openness (the sum of export and import as a percentage of GDP), rgdppc represents real GDP per capita, inf represents lagged inflation rate, legalori_uk represents the dummy variables indicate whether a legal system is originated from the UK, legalori_fr represents the dummy variables indicate whether a legal system is originated from France, imfgdp represents the use of IMF credit as a percentage of GDP, polity5 represents combined polity score. gov represents the government expenditure as a percentage of GDP. Lastly, era indicates the exchange rate agreement.	
(Source: Authors' own work)







Table 6.
The FGLS outputs (dependent variable: weighted de jure CBI; financial development: the ratio of broad money to GDP)
	
	Model (1)
	Model (2)
	Model (3)
	Model (4)
	Model (5)

	bm
	0.075**
	0.078***
	0.084**
	0.077*
	0.077*

	
	(0.040)
	(0.038)
	(0.039)
	(0.043)
	(0.042)

	open
	-0.030
	-0.041
	-0.034
	-0.024
	-0.007

	
	(0.031)
	(0.031)
	(0.031)
	(0.031)
	(0.029)

	rgdppc
	-0.026
	-0.043**
	-0.045**
	-0.055**
	-0.069***

	
	(0.021)
	(0.022)
	(0.022)
	(0.022)
	(0.020)

	lagged Inf
	-0.0003
	-0.0004
	-0.0004
	-0.0006
	-0.0007

	
	(0.0004)
	(0.0004)
	(0.0004)
	(0.0004)
	(0.0005)

	polity5
	
	0.007***
	0.007***
	0.006**
	0.006**

	
	
	(0.003)
	(0.003)
	(0.002)
	(0.002)

	legalori_uk
	-0.332***
	-0.285***
	-0.287***
	-0.259***
	-0.246***

	
	(0.081)
	(0.083)
	(0.080)
	(0.077)
	(0.066)

	legalori_fr
	0.079
	0.107
	0.127
	0.174**
	0.200***

	
	(0.099)
	(0.094)
	(0.091)
	(0.088)
	(0.075)

	limfgdp
	
	
	-0.320
	-0.408
	-0.460

	
	
	
	(0.518)
	(0.692)
	(0.710)

	gov
	
	
	
	0.129***
	0.180***

	
	
	
	
	(0.044)
	(0.045)

	era
	
	
	
	
	0.003

	
	
	
	
	
	(0.004)

	Constant
	-0.624***
	-0.530***
	-0.557***
	-0.823***
	-0.529***

	
	(0.211)
	(0.210)
	(0.214)
	(0.224)
	(0.179)

	
	
	
	
	
	

	Observations
	334
	334
	334
	329
	329

	Number of countries
	17
	17
	17
	17
	17

	Time effect dummies
	Included
	Included
	Included
	Included
	Included


Note: ***, ** and * indicate the statistical significance at 1%, 5% and 10% significance level, respectively. The value in the parentheses is the standard error. ldwvau represents the de jure CBI index, bm represents board money ratio as a percentage of GDP, open represents trade openness (the sum of export and import as a percentage of GDP), rgdppc represents real GDP per capita, inf represents lagged inflation rate, legalori_uk represents the dummy variables indicate whether a legal system is originated from the UK, legalori_fr represents the dummy variables indicate whether a legal system is originated from France, imfgdp represents the use of IMF credit as a percentage of GDP, polity5 represents combined polity score. gov represents the government expenditure as a percentage of GDP. Lastly, era indicates the exchange rate agreement.
(Source: Authors' own work)












Table 7.
The FGLS outputs (dependent variable: unweighted de jure CBI; financial development: domestic credit to the private sector as a percentage of GDP)
	
	Model (1)
	Model (2)
	Model (3)
	Model (4)
	Model (5)

	dcps
	0.014
	0.018
	0.022
	-0.001
	0.003

	
	(0.031)
	(0.029)
	(0.031)
	(0.033)
	(0.033)

	open
	-0.015
	-0.024
	-0.004
	0.007
	0.021

	
	(0.033)
	(0.033)
	(0.033)
	(0.033)
	(0.031)

	rgdppc
	-0.025
	-0.039
	-0.043
	-0.050**
	-0.061***

	
	(0.024)
	(0.024)
	(0.023)
	(0.023)
	(0.023)

	lagged Inf
	-0.0004
	-0.0003
	-0.0005
	-0.0007
	-0.0008

	
	(0.0004)
	(0.0002)
	(0.0004)
	(0.0005)
	(0.0005)

	polity5
	
	0.006**
	0.006**
	0.005**
	0.004**

	
	
	(0.002)
	(0.002)
	(0.002)
	(0.002)

	legalori_uk
	-0.322***
	-0.272***
	-0.265***
	-0.234***
	-0.221***

	
	(0.097)
	(0.098)
	(0.087)
	(0.082)
	(0.073)

	legalori_fr
	0.162
	0.201*
	0.249**
	0.300***
	0.326***

	
	(0.118)
	(0.111)
	(0.098)
	(0.093)
	(0.083)

	limfgdp
	
	
	-0.293
	-0.399
	-0.443

	
	
	
	(0.532)
	(0.700)
	(0.714)

	gov
	
	
	
	0.162***
	0.198***

	
	
	
	
	(0.046)
	(0.046)

	era
	
	
	
	
	0.001
(0.004)

	Constant
	-0.542***
	-0.478**
	-0.559***
	-0.871***
	-0.967***

	
	(0.204)
	(0.204)
	(0.198)
	(0.203)
	(0.189)

	
	
	
	
	
	

	Observations
	334
	334
	334
	329
	329

	Number of countries
	17
	17
	17
	17
	17

	Time effect dummies
	Included
	Included
	Included
	Included
	Included


Note: ***, ** and * indicate the statistical significance at 1%, 5% and 10% significance level, respectively. The value in the parentheses is the standard error. ldwvau represents the de jure CBI index, dcps indicates the domestic credit to the private sector as a percentage of GDP, open represents trade openness (the sum of export and import as a percentage of GDP), rgdppc represents real GDP per capita, inf represents lagged inflation rate, legalori_uk represents the dummy variables indicate whether a legal system is originated from the UK, legalori_fr represents the dummy variables indicate whether a legal system is originated from France, imfgdp represents the use of IMF credit as a percentage of GDP, polity5 represents combined polity score. gov represents the government expenditure as a percentage of GDP. Lastly, era indicates the exchange rate agreement.	
(Source: Authors' own work)



















Table 8.
Panel-corrected standard error estimation output (dependent variable: unweighted de jure CBI; financial development: the ratio of broad money to GDP)
	
	Model (1)
	Model (2)
	Model (3)
	Model (4)
	Model (5)

	bm
	0.099*
	0.102*
	0.103*
	0.068
	0.055

	
	(0.058)
	(0.056)
	(0.055)
	(0.059)
	(0.058)

	open
	-0.065
	-0.023
	-0.016
	-0.009
	0.007

	
	(0.061)
	(0.056)
	(0.054)
	(0.055)
	(0.051)

	rgdppc
	0.017
	-0.002
	-0.008
	-0.025
	-0.029

	
	(0.034)
	(0.032)
	(0.031)
	(0.032)
	(0.031)

	lagged Inf
	0.0007
	0.0005
	0.0005
	0.0005
	0.0004

	
	(0.0006)
	(0.0005)
	(0.0005)
	(0.0006)
	(0.0006)

	polity5
	
	0.014***
	0.014***
	0.013***
	0.012***

	
	
	(0.004)
	(0.004)
	(0.004)
	(0.004)

	legalori_uk
	-0.018
	-0.057
	-0.063
	-0.043
	-0.064

	
	(0.130)
	(0.113)
	(0.110)
	(0.112)
	(0.095)

	legalori_fr
	0.454**
	0.461***
	0.458***
	0.487***
	0.479***

	
	(0.196)
	(0.156)
	(0.152)
	(0.158)
	(0.134)

	limfgdp
	
	
	-0.577
	-0.698
	-0.611

	
	
	
	(0.785)
	(0.973)
	(0.972)

	gov
	
	
	
	0.209***
	0.243***

	
	
	
	
	(0.056)
	(0.058)

	era
	
	
	
	
	0.0003

	
	
	
	
	
	(0.006)

	Constant
	-1.204***
	-1.270***
	-1.244***
	-1.510***
	-1.561***

	
	(0.278)
	(0.263)
	(0.269)
	(0.277)
	(0.255)

	
	
	
	
	
	

	Observations
	334
	334
	334
	329
	329

	R-squared
	0.312
	0.368
	0.371
	0.381
	0.4049

	Number of countries
	17
	17
	17
	17
	17


Note: ***, ** and * indicate the statistical significance at 1%, 5% and 10% significance level, respectively. The value in the parentheses is the standard error. ldwvau represents the de jure CBI index, bm represents board money ratio as a percentage of GDP, open represents trade openness (the sum of export and import as a percentage of GDP), rgdppc represents real GDP per capita, inf represents lagged inflation rate, legalori_uk represents the dummy variables indicate whether a legal system is originated from the UK, legalori_fr represents the dummy variables indicate whether a legal system is originated from France, imfgdp represents the use of IMF credit as a percentage of GDP, polity5 represents combined polity score. gov represents the government expenditure as a percentage of GDP. Lastly, era indicates the exchange rate agreement.
(Source: Authors' own work)
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