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0. 000 0.000 0. 000 0. 000 0. 000 0. 000 0. 000
VCAR(—5.,5) 0. 490 0.491 0.491 0.765 0.766 0.766 0. 990 1. 000 1.000
0. 000 0. 000 0.000 0. 000 0. 000 0.000 0. 000 0.000
JudiDep 0.181 0.176 0.177 0.136 0.137 0.137 0.104 0.091 0.093
0.032 0.037 0.036 0. 108 0.106 0.106 0.220 0.284 0.275
LCourt ~ —0.080  —0.072  —0.073  —0.025  —0.016  —0.017 0.012 0.022 0.021
0.344 0.396 0.388 0.765 0.851 0.842 0. 890 0.793 0.803
LocalGov 0. 184 0.192 0.191 0.075 0.083 0.082 0.047 0.043 0.044
0.029 0.022 0.023 0.377 0.328 0.333 0.582 0.610 0. 606
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( )
RCR ECAR VCAR RCR ECAR VCAR RCR ECAR VCAR
(LD (—LD (- LD (—2. (=22 (—2.2) (=55 (—5.5) (—5.5)
CenGov —0.091 —0.094 —0.094 —0.027 —0.026 —0.026 0.009 0.011 0.011
0.283 0. 266 0.268 0.752 0.764 0.764 0.916 0. 894 0.895
LegIndex —0.168 —0.172 —0.172 —0.170 —0.170 —0.170  —0.159 —0. 146 —0. 148
0.046 0.042 0.042 0.044 0. 044 0. 044 0. 060 0.083 0. 080
SUSP A 0.038 0.033 0.033 —0.012 —0.010 —0.010 —0.042 —0.034 —0.035
0.655 0.700 0.695 0. 886 0.904 0.903 0.622 0.694 0. 684
SUSP B —0.030 —0.037 —0.036 0.022 0. 024 0.024 0.018 0.032 0.030
0.726 0. 664 0.671 0.799 0.776 0.777 0.832 0.711 0.721
SUSP C 0. 104 0.133 0.129 0.043 0.051 0. 050 0.034 0.033 0.033
0.219 0.116 0.126 0.616 0. 546 0.556 0. 687 0.698 0.699
TOP1 0.226 0.220 0.221 0.210 0.210 0.210 0.088 0.102 0.101
0.007 0.009 0.009 0.013 0.013 0.013 0. 300 0.227 0.235
SIZE 0.197 0.204 0.203 0.162 0.173 0.172 0.245 0.248 0.248
0.019 0.015 0.016 0.054 0. 040 0.042 0. 004 0.003 0.003
LOSS —0. 165 —0.151 —0.153 —0.333 —0.325 —0.326 —0.525 —0.549 —0. 547
0.050 0.075 0.071 0. 000 0. 000 0. 000 0. 000 0. 000 0. 000
DR —0.288 —0. 289 —0.289 —0.221 —0.219 —0.219 —0.262 —0. 240 —0.242
0.001 0.001 0.001 0.009 0.009 0.009 0.002 0. 004 0. 004
141, ) Pearson P .
Pearson )
JudiDep LCourt LocalGov CenGov Leglndex SUSP A SUSP B SUSP C TOP1 SIZE LOSS
LCourt 0. 331 1. 000
0.000
LocalGov 0.407 0.020 1. 000
0. 000 0.817
CenGov ~ —0.231 0.130 —0.566 . 000
0. 006 0.125 0. 000
Leglndex 0. 060 0.321 —0.132 .250  1.000
0.479 0. 000 0.118 .003
SUSP A —0.002 —0.097 —0.058 . 143 0.045 1. 000
0.982 0.253 0.497 . 091 0.593
SUSP B 0.057 0. 260 0.098 —0.154 0.178 —0.623  1.000
0.499 0. 002 0.248 . 069 0.035 0. 000
SUSP C  —0.041 —0.060 0.054 —0.014 —0.230 —0.215 —0.295 1. 000
0.630 0.476 0.526 . 870 0. 006 0.011 0.000
TOP1 0.051 0.019 0.191 . 084 —0.055 0.160 —0.085 —0.056 1. 000
0.552 0.825 0.023 . 325 0.520 0.058 0.317 0.508
SIZE 0.055 0.047 0.143 . 170 0.115 0.147 —0.039 —0.035 0.315 1. 000
0.514 0.583 0.090 . 044 0.174 0.083 0. 650 0.682 0. 000
LOSS 0.095 0.089 —0.064 —0.114 0.114 0.054 —0.097 0.092 —0.097 —0.219 1.000
0.262 0.292 0.452 179 0.178 0.527 0.251 0.278 0. 254 0.009
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( )
JudiDep  LCourt LocalGov CenGov Leglndex SUSP A SUSP B SUSP C TOP1 SIZE LOSS
DR 0.020 0.150 —0.063 —0.094 0.170 —0.092 0.115 —0.065 —0.173 —0.415 0. 306
0.813 0.077 0.455 0.269 0.044 0.278 0.173 0. 446 0. 040 0.000 0.000
141, s Pearson s P
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Protection Laws: Market Responses to the “1/15” Notice
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Abstract Taking advantage of the issuance of the “Notice of the Supreme People’s Court
on the Relevant Issues Concerning the Acceptance of Cases of Disputes over Civil Torts Ari-
sing from False Statements in the Securities Market” (Hereafter “1/15 Notice”) in China on
January 15, 2002, this paper investigates the effects of judiciary independence on the enforce-

ment of investor protection laws. The sample is comprised of listed firms engaged in actual or
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suspected false statements. We classify the firms into higher judiciary independence group and
lower judiciary independence group depending on where their headquarters are located. We
find that around the issuance of the “1/15 Notice”, the stock price response of the sample
firms is significantly negative; moreover, compared with the firms in the higher judiciary in-
dependence group, those in the lower judiciary independence group have less negative stock
price response. The results indicate that investors tend to believe that “1/15 Notice” and its
related investor protection laws are likely to be enforced to some extent, but the potential in-
fluence of local governments on local courts lowers the probability of the enforcement.
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