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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:10.1016/j.jfineco.2005.11.002.

1 Summary

1.1 The Paper

The paper asks how trade credit behaves when bank credit collapses during a financial crisis.
Trade credit provided rises briefly at the crisis peak and then contracts sharply for years. The
contraction is supply-driven. Firms that enter a crisis with more short-term debt and less liquidity
cut the credit they extend to customers, consistent with a redistribution view in which the bank
credit crunch shuts down trade credit redistribution. The evidence comes from Worldscope ac-
counting data for 890 publicly traded non-financial firms in six emerging markets around the 1994
Mexican devaluation and the 1997 Asian crisis, estimated as firm fixed-effects panel regressions of
trade-credit ratios on crisis and post-crisis dummies.

1.2 Replication Findings

The headline replicates qualitatively. Substituting Compustat Global for Worldscope, trade re-
ceivables and net trade credit decline monotonically over three post-crisis years (receivables Post3
−10.95, t = 2.84), and firms with high pre-crisis short-term debt cut receivables provision sharply
(Stdtal×Post3 −63.4, t = 3.35 versus the paper’s −70.5, t = 3.86). High cash-flow firms provide
more credit after the crisis, matching Table 4, and the cash-stock channel is weak in both. Out of
sample, the same design applied to the 2008 Global Financial Crisis confirms the aggregate post-
crisis contraction but weakens the short-term-debt identification. Table 6 on bank-credit growth
was not completed for lack of a complete public private-credit series.
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2 Data

The paper uses Refinitiv Worldscope firm fundamentals for Indonesia, Korea, Malaysia, the Philip-
pines, Thailand and Mexico, fiscal years spanning roughly 1991 to 2001, excluding all financial
firms, plus IMF International Financial Statistics for country macro variables. I substitute Com-
pustat Global annual fundamentals (comp.g funda), which carries the identical accounting items
(receivables rect, payables ap, sales sale, COGS cogs, cash che, short-term debt dlc, assets at,
income ib, depreciation dp) for the same countries. I keep indfmt=INDL, consol=C, drop SIC 6000–
6999, and deduplicate firm-years to the local-currency record. Trade-credit ratios are FX-invariant,
so currency differences are immaterial. The exchange-rate control comes from World Bank WDI
official rates.

The final panel holds 7,760 firm-years, and 1,196 firms appear at crisis time against the paper’s
890. Compustat Global simply covers more firms than the paper’s Worldscope extract, most visi-
bly in Malaysia (488 versus 261). Summary statistics nonetheless align with the paper’s Table 1B
(receivables mean 97.7 days versus 94.0, net credit 53.3 versus 51.4).

3 Methodology

The three dependent variables, multiplied by 360 and read as days, are

Trectos = 360 rect
sale , Tpaytoc = 360 ap

cogs , Ntcs = 360 rect−ap
sale .

Event time is t = ⌊(months from the country crisis month)/12⌋, so t = 0 is the fiscal year ending
in the twelve months after the crisis. The window runs −3 to +3 and the three pre-crisis years
form the omitted baseline. Table 2 regresses each ratio on Crisis, Post1, Post2, Post3 with firm fixed
effects. Tables 3 to 5 add interactions of those dummies with a pre-crisis (year −1) vulnerability
measure, namely short-term debt to assets, cash flow to assets, and cash to assets, whose levels
the fixed effects absorb. Controls are cash flow over assets, lagged sales growth, beginning-of-year
cash over assets, and exchange-rate devaluation. Standard errors cluster on country×year.

Key differences from the paper. Data come from Compustat Global rather than Worldscope,
which enlarges the sample by about thirty percent and lowers payables coverage because ap is
missing for many firm-years. Cash flow is (ib + dp)/at because operating cash flow is sparse in
1990s Compustat Global, and this construction reproduces the paper’s mean. Table 6 is omitted
because the public private-credit/GDP series lacks Indonesia, Thailand, and pre-1997 Mexico.

4 Results

4.1 Table 2: Aggregate dynamics

Table 1 shows the aggregate pattern. Receivables rise at the crisis (Crisis +6.33) then fall, reaching
−10.95 (t = 2.84) three years out, against the paper’s same-specification −14.31 (t = 3.87). Net
trade credit declines monotonically and significantly (Post3 −10.34, t = 3.05 versus −14.72, t =
5.12). Payables rise at the crisis and show no persistent decline, exactly as in the paper. Signs and
the post-crisis significance pattern match. My magnitudes run slightly smaller, consistent with the
broader, noisier Compustat Global sample.
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Table 1: Table 2 — Trade credit in aggregate (with controls). Firm FE; SE clustered on
country×year. t-stats in brackets.

Receivables (Trectos) Net credit (Ntcs)

Replication Paper Replication Paper

Crisis 6.33 [1.27] 7.96 [2.38] 1.03 [0.27] 2.23 [0.84]
Post1 −0.45 [0.15] −3.80 [0.96] −3.68 [1.08] −6.31 [1.95]
Post2 −6.76 [2.67] −9.93 [2.56] −9.09 [4.74] −9.58 [2.52]
Post3 −10.95 [2.84] −14.31 [3.87] −10.34 [3.05] −14.72 [5.12]

N 4196 4256 4264 4091

4.2 Table 3: Short-term debt and the supply-side identification

Table 2 carries the paper’s identification. Firms with more pre-crisis short-term debt cut receiv-
ables provision sharply after the crisis. The interaction with Post3 is −63.4 (t = 3.35) against the
paper’s −70.5 (t = 3.86), and the Post2 interaction is −68.6 (t = 3.47) against −66.1 (t = 4.10).
Signs, significance, and order of magnitude all match. This pins the post-crisis contraction to a
supply effect from vulnerable suppliers rather than a demand effect from customers.

Table 2: Table 3 — Receivables (Trectos) on short-term-debt interactions (with controls). Firm FE;
SE clustered on country×year. t-stats in brackets.

Replication Paper

Stdtal × Crisis −33.99 [1.63] −33.42 [2.82]
Stdtal × Post1 −47.83 [2.51] −57.90 [4.31]
Stdtal × Post2 −68.58 [3.47] −66.05 [4.10]
Stdtal × Post3 −63.39 [3.35] −70.49 [3.86]

N 3579 4183

4.3 Table 4: Cash flow

High pre-crisis cash-flow firms provide more trade credit during and after the crisis. The cash-flow
interactions on receivables run from +101 at the crisis to +183 in Post2 (all t > 4.5), tracking the
paper’s +47 to +159. The cash-stock version (Table 5) is positive but mostly insignificant, weak in
both the paper and the replication, so the liquidity story rests mainly on cash-flow capacity rather
than cash holdings.

4.4 Out-of-sample: the 2008 Global Financial Crisis

Applying the design to the 2008 crisis for the same six countries (N≈14,100) confirms the ag-
gregate contraction. Receivables fall at the crisis (−7.43, t = 4.00) and stay low (Post2 −5.46,
t = 3.46), and net credit declines throughout (Post3 −6.52, t = 2.55). Unlike 1997 there is no tem-
porary crisis-year jump, because the 2008 episode was a global demand and liquidity shock rather
than a domestic currency and rollover collapse. The short-term-debt identification weakens. The
Stdtal interactions stay right-signed for receivables (−2.9 to −5.9) but are much less significant,
because the supplier-vulnerability channel was tied to the large devaluations of the Asian crisis,
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which were milder for these countries in 2008. The paper’s central narrative survives in aggregate
while its cross-firm mechanism attenuates in the different episode.
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