
Replication of “Information Asymmetry and Financing Arrangements:
Evidence from Syndicated Loans”

Amir Sufi
Journal of Finance 62(2), 629–668, 2007

Replication Report
Does Empirical Finance Replicate? project

August 2026

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-
6261.2007.01219.x.

1 Summary

1.1 The Paper

Sufi (2007) asks how information asymmetry between a lead arranger and the participant lenders
shapes the structure of a syndicated loan. When the borrower is harder to investigate and moni-
tor, the lead arranger retains a larger share of the loan and forms a more concentrated syndicate.
The evidence comes from 12,672 syndicated loan deals to 4,687 U.S. nonfinancial firms dated 1992
through the first half of 2003. Table IV carries the headline test. For a private borrower, one with
no publicly available SEC filings, the syndicate Herfindahl is 259 points higher and the lead ar-
ranger’s share is 2.94 percentage points higher than for a transparent borrower, both significant
at 1%. For an unrated borrower, one with SEC filings but no S&P senior unsecured rating, the
corresponding figures are 211 and 2.14.

1.2 Replication Findings

Three of the four target cells replicate on sign and significance. Herfindahl on Unrated is 208.78
(SE 49.12) against the paper’s 211 (57), % held by lead on Private is 2.13 (0.99) against 2.94 (0.93),
and % held by lead on Unrated is 2.72 (0.60) against 2.14 (0.62). The fourth cell, Herfindahl on
Private, carries the right sign at 97.83 (82.80) but is insignificant. The complete-allocation sub-
sample holds 4,789 deals, of which 4,788 are usable, against the paper’s 4,414, and the opacity
distribution is .176/.346/.477 against .21/.32/.47. On deals dated 2004–2016 all four target cells
stay positive, while only the two lead-share effects reach significance at 5%.
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2 Data

Four sources supply the inputs.

• DealScan — the package, facility, lendershares, and company tables. The company table
carries lender parentid and ultimateparentid, and the lender-share table carries both lead-
arranger credit and lender role.

• Chava-Roberts DealScan–Compustat link — 177,012 facility-level rows with gvkey and fa-
cility start date, covering 86% of the deals in the window. This supplies the date-valid test
of whether a borrower was an SEC filer at the deal date.

• S&P ratings — Compustat comp.adsprate carries only the long-term issuer rating, and its
4,093 rated gvkeys in 1992–2003 are too thin on their own. It is therefore unioned with S&P
RatingsDirect instrument-level ratings on senior unsecured debt, taken from imrating with
a debtcd of SRUNSEC and covering 3,591 gvkeys. That union is the paper’s exact rating object.

• Compustat annual fundamentals (comp.funda) — used only to test whether the borrower
had a fiscal-year record within one year of the deal.

Three limitations remain. DealScan on WRDS has no sponsor field, so the paper’s “unspon-
sored” screen cannot be applied. Lender parent aggregation uses a static parent map rather than
merger-date aggregation. And lead-arranger total assets (Y-9C, Compustat Global Financial Ser-
vices) are unavailable, so the paper’s column (8), Lead Exposure, is not estimated.

3 Methodology

Three constructions carry the result.

Deal-level lender shares A lender’s exposure to a deal is ∑ f (bankallocation f /100)× facilityamt f
over the deal’s facilities, and its share is that exposure divided by the deal amount. This follows
the paper’s worked example, in which a bank holding $20m of a $100m term tranche and none of
a $100m revolver holds 10% of the deal. The Herfindahl is the sum of squared percentage shares
(0–10,000) and % held by lead is the mean share across the deal’s lead arrangers.

The complete-allocation sub-sample Columns (3)–(8) of Table IV run on “Loans for Which the
Amount Held by Each Syndicate Member Is Available”. A deal therefore qualifies only when every
facility carries an allocation for every listed lender and those allocations sum to 100% within a ±2
tolerance. In DealScan, bankallocation is populated for only about 29% of lender-facility rows,
so this screen binds hard. It selects 4,789 of the 13,873 sample deals, against the paper’s 4,414 of
12,672.

Date-valid opacity A borrower is public if it has a DealScan ticker or a Compustat annual record
within one fiscal year of the deal, and rated if an S&P long-term issuer rating is observed within six
months of the deal date or a RatingsDirect senior unsecured rating is in force. RatingsDirect is read
as an action history, so each non-NR action stays active only until the next action or instrument
maturity, and an NR or NRi action ends rated status.
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Estimation is OLS with year and one-digit-SIC industry fixed effects and heteroskedasticity-
robust standard errors clustered at the borrowing firm. Controls follow the paper, namely log firm
sales, log loan amount with two by-year size splines (both intercept and slope varying across ter-
ciles), log maturity in days, a multi-tranche indicator, a term-loan indicator, and purpose dummies
with corporate purposes omitted.

4 Results

4.1 Sample Validation

Table 1: Tables I and III statistics, replication versus paper

Statistic Replication Paper

Full sample deals / firms 13,873 / 5,725 12,672 / 4,687
Complete-allocation sub-sample deals 4,789 4,414
Total lenders per deal (mean) 7.99 8.1
Participant lenders (mean) 7.16 6.4
Lead arrangers (mean) 1.13 1.7
Deal amount $m (mean / median) 398 / 165 364 / 150
Maturity in days (mean) 1,428 1,103
Herfindahl (mean / median) 2,692 / 2,240 2,383 / 1,844
% held by lead (mean / median) 33.1 / 29.2 28.5 / 23.5
Amount held by lead $m (mean) 65.8 48.4
Opacity: private / unrated / transparent .176 / .346 / .477 .21 / .32 / .47
Herfindahl by group (priv / unr / trans) 3,185 / 3,301 / 1,995 3,274 / 2,990 / 1,580
% held by lead by group 38.8 / 39.7 / 25.6 38.3 / 35.3 / 19.6

The Table III cell means are the decisive check, and the private and unrated cells land within a few
percent of the paper on both dependent variables.
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4.2 Table IV

Table 2: Table IV, Private and Unrated indicators. Standard errors in parentheses, clustered at the
borrowing firm.

Replication Paper

Col Dependent variable Private Unrated Private Unrated

(1) # leads, full sample −0.04 (0.01)** −0.01 (0.01) 0.09 (0.09) −0.02 (0.05)
(2) # participants, full sample −0.91 (0.18)** −0.18 (0.15) −1.52 (0.17) −0.82 (0.15)
(3) # leads, sub-sample −0.03 (0.02) −0.03 (0.01)* −0.09 (0.08) −0.04 (0.06)
(4) # participants, sub-sample −0.23 (0.24) −0.35 (0.16)* −0.71 (0.29) −0.61 (0.20)
(5) Herfindahl 97.83 (82.80) 208.78 (49.12)** 259 (84) 211 (57)
(6) % held by lead 2.13 (0.99)* 2.72 (0.60)** 2.94 (0.93) 2.14 (0.62)
(7) Amount held by lead ($m) 10.23 (4.05)* 5.01 (2.21)* 6.30 (2.26) 4.32 (1.77)
** p < 0.01, * p < 0.05, two-tailed. N = 13,873 in columns (1)–(2) and 4,788 in (3)–(7); the paper has 12,672 and 4,414.
Within-R2 in column (5) is 0.491 against the paper’s 0.48. Column (8), Lead Exposure, is not estimated. All values are

transcribed from results/final-table.txt.

4.3 Why the Herfindahl–Private Cell Is Weak

Two reasons account for that cell specifically. Private borrowers are 389 of the 4,789 deals in
the complete-allocation sub-sample (8.1%), against roughly 12.5% implied by the paper’s printed
standard error on the cell, so the coefficient is estimated off fewer deals. The cell is also the one
most sensitive to lender parent aggregation, and the paper’s merger-date aggregation is not re-
producible from the available DealScan hierarchy.

4.4 Out-of-Sample Test

Table 3: Out-of-sample, deals dated 2004–2016 (N = 3,464 usable deals, 1,859 clusters)

Col Dependent variable Private Unrated

(5) Herfindahl 153.53 (82.23) 68.77 (46.20)
(6) % held by lead 3.19 (0.98)** 1.65 (0.54)**
(7) Amount held by lead ($m) 2.62 (9.82) 4.37 (6.79)

Same pipeline and specification as Table IV. Values from results/oos-table.txt.

All four target cells are positive, but only the two lead-share cells reach significance at 5%, so the
out-of-sample result is WEAKENED.

5 Conclusion

The paper’s central claim holds qualitatively in sample. Three of four target cells carry the paper’s
sign and significance, while Herfindahl on Private has the right sign but is imprecise. Out of
sample, all signs persist, though the Herfindahl effects are insignificant. The main remaining
limitation is the unavailable merger-date lender-parent history. Result: QUALITATIVE.
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