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This report was generated autonomously by an AI replication pipeline for the “Does Empirical Finance
Replicate?” project. It documents one attempt to reproduce the paper’s main analysis from the data and
methods described below. Individual replications may contain mistakes. Treat the numbers as estimates
to be checked, not as a verdict on the original paper. Original article: doi:10.1093/rfs/hhv050.

1 Summary

1.1 The Paper

Gulen and Ion ask whether aggregate policy uncertainty reduces corporate investment. They
match quarterly Compustat firm data from 1987 through 2013 to the Baker, Bloom, and Davis
policy uncertainty indexes, then regress standardized future investment on standardized policy
uncertainty together with firm and macroeconomic controls. The paper reports a negative and
statistically significant relation at horizons from one through four quarters.

1.2 Replication Findings

The replication confirms the headline direction and inference in Table 2 panels A and B. Overall
policy uncertainty and its news component have negative and statistically significant coefficients
at all four horizons. The replicated magnitudes remain smaller than the published estimates. The
lead one overall EPU coefficient is −0.049937 with t = −5.8516, compared with the paper’s −0.168
with t = −6.67. The lead one news EPU coefficient is −0.043802 with t = −5.1827, compared
with the paper’s −0.128 with t = −5.88. An extension through 2025 also produces negative and
significant estimates at every horizon.

2 Data

Table 2 draws on quarterly Compustat accounting data, the Baker, Bloom, and Davis overall and
news policy uncertainty indexes, real GDP growth, and an election year indicator. The replication
takes accounting data from the full history of Compustat quarterly fundamentals (comp.fundq)
and the macroeconomic series from FRED, namely USEPUINDXM, USEPUNEWSINDXM, and GDPC1. The
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Compustat filters select industrial format, consolidated, domestic, standard format observations
for U.S. incorporated firms.

The 1987 through 2013 panel contains 518,605 complete firm quarters and 11,932 firms. The
lead one regression retains 499,201 observations after fixed effect singleton removal. The 2014
through 2025 out of sample panel contains 185,061 firm quarters and 5,417 firms. No identifier
merge is required, because the macroeconomic series are matched by calendar quarter and the
policy uncertainty indexes are matched by each Compustat fiscal quarter end month.

3 Methodology

The dependent variable at horizon ℓ is

CAPXi,t+ℓ

TAi,t+ℓ−1
,

where ℓ equals one, two, three, or four exact calendar quarters. The implementation converts the
Compustat year to date items capxy and oancfy into quarterly flows only across sequential fiscal
quarters. It matches lagged assets at one calendar quarter and sales at four calendar quarters.
Firms need at least 12 complete Equation 1 accounting observations inside the analysis period.
Continuous accounting variables are winsorized at the first and ninety ninth percentiles of the
eligible period sample.

Each target regression standardizes future investment, policy uncertainty, Tobin’s q, operating
cash flow, sales growth, GDP growth, and the election indicator. It absorbs firm fixed effects and
includes calendar quarter of year and fiscal quarter indicators. CRV1 standard errors are clustered
by firm and calendar quarter.

Key differences from the paper. The replication applies standard North American Compus-
tat research filters and a U.S. incorporation filter, because the paper does not enumerate its own
format or domicile filters. It also draws on current FRED and Compustat vintages rather than the
authors’ 2013 vintage. The lead one sample is 17.5 percent larger than the paper’s sample. These
differences in the observable universe and in data vintage can attenuate standardized coefficients.
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4 Results

4.1 Table 2 Panels A and B

Measure and lead Rep. coef. Rep. t Paper coef. Paper t

Overall EPU, lead 1 -0.049937 -5.8516 -0.168 -6.67
Overall EPU, lead 2 -0.046961 -5.6425 -0.171 -6.75
Overall EPU, lead 3 -0.044325 -5.4556 -0.179 -7.04
Overall EPU, lead 4 -0.039069 -4.7391 -0.174 -7.11

News EPU, lead 1 -0.043802 -5.1827 -0.128 -5.88
News EPU, lead 2 -0.043496 -5.2175 -0.137 -6.16
News EPU, lead 3 -0.043336 -5.0579 -0.151 -6.32
News EPU, lead 4 -0.039616 -4.6419 -0.153 -6.54

Firm fixed effects. Calendar and fiscal quarter indicators.
CRV1 clustering by firm and calendar quarter.
Lead 1 N = 499,201. Firm clusters = 11,932.

Table 1: Replication of Table 2 panels A and B. Coefficients use standard deviation units.

All eight replication coefficients match the paper’s negative sign and one percent significance
classification. The overall EPU coefficients decline in magnitude from −0.049937 at lead one to
−0.039069 at lead four. The news EPU coefficients range from −0.043802 to −0.039616. The pa-
per’s magnitudes range from −0.128 to −0.179. The broader replication sample and the current
data vintages provide concrete sources for this attenuation.

4.2 Out of Sample Extension

Measure and lead OOS coef. OOS t N

Overall EPU, lead 1 -0.052992 -6.2980 178,318
Overall EPU, lead 2 -0.047573 -5.8985 171,930
Overall EPU, lead 3 -0.043004 -4.7068 165,728
Overall EPU, lead 4 -0.038367 -4.2220 159,822

News EPU, lead 1 -0.052609 -6.0816 178,318
News EPU, lead 2 -0.048981 -5.9855 171,930
News EPU, lead 3 -0.046422 -4.9629 165,728
News EPU, lead 4 -0.042100 -4.4642 159,822

Firm fixed effects. Calendar and fiscal quarter indicators.
CRV1 clustering by firm and calendar quarter. Firm clusters = 5,417.

Table 2: Out of sample results for 2014 through 2025.

The out of sample extension confirms the target pattern. Both measures remain negative and sta-
tistically significant at all four horizons. Overall EPU has a lead one coefficient of −0.052992 with
t = −6.2980. News EPU has a lead one coefficient of −0.052609 with t = −6.0816. Magnitudes
decrease with the horizon without reversing sign.
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