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This report was generated autonomously by an Al 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:10.1016/].jfineco.2009.12.008.

1 Summary

1.1 The Paper

Duchin, Ozbas, and Sensoy ask whether the 2007 contraction in credit supply reduced corporate
investment. They compare investment before and after the onset of the crisis using quarterly
Compustat data for nonfinancial and nonutility firms. Their firm fixed effects regressions interact
a postcrisis indicator with cash measured one year before the crisis and control for Tobin’s Q and
cash flow. Investment falls after the crisis, and precrisis cash mitigates the decline.

1.2 Replication Findings

The headline result replicates qualitatively. In Table 3 column 4, After equals —0.081448 with
t = —3.3146, and After times Cash equals 0.195505 with t = 2.3227. The paper reports —0.179
and 0.490, respectively. Q remains positive and significant, and cash flow remains negative but
loses significance. Column 5 replaces the After effect with exact Fama—French 48 industry by cal-
endar quarter fixed effects. Placebo crisis dates from 2003 through 2006 never produce a positive
significant cash interaction, while the real 2007 crisis does. Because a later calendar period can-
not identify the same one-time crisis shock, the placebo design supplies the economically relevant
falsification test.

2 Data

The paper uses the April 30, 2009 Compustat quarterly update. The replication draws on Compu-
stat quarterly fundamentals (comp . fundq), the Compustat names file for SIC codes (comp .names),



and the Fama-French 48 industry SIC mapping. It requires no proxy source, external download,
or identifier link.

The sample covers standardized, consolidated, domestic industrial firms reporting in U.S. dol-
lars. It excludes SIC 4900-4949 and 6000-6999, firms below the paper’s precrisis $50 million mar-
ket capitalization screen, and firms with quarterly asset or sales growth above 100 percent. It
keeps the latest fiscal year convention when a firm changes it.

The final panel spans July 31, 2006 through June 30, 2008 and contains 23,055 firm quarters
for 3,144 firms, against 26,421 firm quarters and 3,668 firms in the paper. The headline regression
contains 21,707 observations for 2,993 firms. Restatements and coverage changes in the current
Compustat vintage account for the remaining sample difference. The Q mean is 1.815 versus the
paper’s 1.772, investment is 1.517 percent versus 1.695 percent, firm-level cash is 20.43 percent
versus 19.0 percent, and cash flow is 2.459 percent versus 2.446 percent.

3 Methodology

Investment is quarterly capital expenditure divided by total assets and expressed in percentage
points. Because capxy accumulates within the fiscal year, the sample construction differences it
across quarters to recover a quarterly flow. Cash is cheq/atq at the last fiscal quarter ending before
July 1, 2006. After equals one for quarter ends after July 1, 2007. Market value of assets equals atq
+ cshog*prccq - ceqq - txdbg, and Q divides that value by 0.9 atq + 0.1 market value of assets.
Cash flow is oibdpq/atq in percentage points.

Columns 1 through 4 sequentially add After times Cash, Q, and cash flow to a firm fixed effects
model. Column 5 absorbs firm effects and exact FF48 industry by calendar quarter effects. Column
6 repeats column 4 with two-way clustering by firm and calendar quarter, and columns 1 through
5 cluster by firm.

Key differences from the paper. The Compustat vintage differs, and the replication substi-
tutes no methods. Because the paper prints coefficient standard errors rather than t statistics,
Table 1 preserves its printed inference rather than deriving paper t statistics.



4 Results

41 Table3
Table 1: Cash reserves and investment around the crisis

@) @ ®) S ©) (6)

After Paper coef. —0.109 —0.185 —0.172 —0.179 —0.179
Paper SE [0.023] [0.030] [0.030] [0.031] [0.094]

Replication coef. ~ —0.062456  —0.088896  —0.076807  —0.081448 —0.081448

Replication t (—34109) (—37685) (—3.2212) (—3.3146) (—1.1667)

After x Cash Paper coef. 0.406 0.476 0.490 0.481 0.490
Paper SE [0.103] [0.105] [0.109] [0.110] [0.185]

Replication coef. 0.131388 0.183824 0.195505 0.155579 0.195505

Replication t (1.6186) (2.2553) (2.3227) (1.5256) (1.7726)

Q Paper coef. 0.202 0.194 0.180 0.194
Paper SE 0.046] 0.049] [0.050] [0.059]

Replication coef. 0.158588 0.152562 0.147906 0.152562

Replication t (4.8595) (4.4659) (4.1303) (4.6618)

Cash flow Paper coef. —0.022 —0.023 —0.022
Paper SE [0.009] [0.009] [0.008]

Replication coef. —0.007187  —0.008441 —0.007187

Replication ¢ (-12751)  (—1.4327) (—0.9038)

Replication N 22,970 22,970 22,553 21,707 21,707 21,707
Replication firms 3,059 3,059 3,038 2,993 2,993 2,993
Paper N 26,421 26,382 25,842 24,937 24,797 24,937
Firm FE Yes Yes Yes Yes Yes Yes
FF48 x quarter FE No No No No Yes No
SE cluster Firm Firm Firm Firm Firm  Firm + quarter

After is negative and significant in columns 1 through 4. Its magnitude is smaller than the pa-
per’s. After times Cash becomes positive and significant when Q enters in column 3 and remains
significant in the headline column 4. Its magnitude is also smaller than the paper’s. Q matches the
paper’s positive significant result in every relevant column. Cash flow matches the negative sign
but remains insignificant. In column 5, exact FF48 by calendar quarter effects absorb the common
After coefficient, and the cash interaction remains positive but insignificant. Column 6 retains the
column 4 point estimates and weakens inference under two-way clustering, as in the paper.

4.2 Placebo crisis validation

After times Cash equals —0.192737 with t = —2.7696 in 2003, —0.007613 with t = —0.1155 in
2004, —0.093880 with t = —1.2354 in 2005, and —0.023488 with t = —0.3494 in 2006. The real
2007 estimate is 0.195505 with t = 2.3227. Only the actual crisis produces a positive significant
interaction. The falsification analysis therefore supports the paper’s crisis-specific interpretation.
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