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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:10.1111/j.1540-
6261.2006.00866.x.

1 Summary

Kisgen (2006) tests whether firms near a credit rating change issue less debt relative to equity.
This replication targets all six specifications in Table III. Every rating coefficient carries the paper’s
negative sign. Panel A’s main coefficients are close in magnitude and statistically significant, while
Panel B and the minus-rating splits are weaker. The overall result is therefore partial rather than
exact or fully qualitative.

2 Data and Method

The analysis uses Compustat annual fundamentals (comp.funda) and the S&P long-term domestic
issuer credit rating reported on Compustat (item 280, splticrm). Financing outcomes for fiscal
years 1986–2001 are joined to ratings and beginning balances from 1985–2000. Firm-years missing
the Compustat items listed in the paper’s footnote 10 are excluded, accounting records must be
consecutive and approximately annual, and nonrating status labels are excluded.

Net debt issuance less net equity issuance is scaled by beginning assets. Panel A excludes
positive net debt issuance above 10% of assets. Panel B additionally excludes positive net equity
issuance above 10%. Regressions are pooled OLS with White HC0 standard errors.

The controlled samples contain 16,001 observations in Panel A and 15,536 in Panel B, versus
10,842 and 10,573 in the paper. This broad expansion is consistent with modern Compustat rating
coverage.
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3 Results

Table 1: Key Table III coefficients

Specification Paper Replication

Panel A, Spec 1: CR POM −0.0058∗∗∗ −0.0052∗∗∗

Panel A, Spec 2: CR Plus −0.0064∗∗∗ −0.0068∗∗∗

Panel A, Spec 2: CR Minus −0.0051∗∗∗ −0.0033
Panel A, Spec 3: CR POM −0.0102∗∗∗ −0.0091∗∗∗

Panel B, Spec 1: CR POM −0.0027∗∗ −0.0016
Panel B, Spec 2: CR Plus −0.0012 −0.0014
Panel B, Spec 2: CR Minus −0.0044∗∗∗ −0.0018
Panel B, Spec 3: CR POM −0.0050∗∗∗ −0.0038∗∗∗

Panel A supports the headline relation. Panel B stays directionally consistent, but only its spec-
ification without controls reaches conventional significance. The main sign pattern is therefore
robust while the full inference pattern is not.

4 Out-of-Sample

The same construction extends to 2002–2016. Panel A’s controlled CR POM estimate is −0.0018
(p = 0.103), and Panel B’s is −0.0019 (p = 0.034). The post-2001 coefficients are smaller but
remain negative, and Panel B retains significance at 5%. The out-of-sample evidence is weakened
rather than reversed.
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