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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.2011.03.001.

1 Summary

1.1 The Paper

Cornett, McNutt, Strahan, and Tehranian ask how bank liquidity risk shaped credit supply during
the 2007–2009 crisis. They estimate bank and quarter fixed effect regressions on quarterly Call
Reports from 2006Q1 through 2009Q2, interacting lagged balance sheet exposures with the TED
spread. Banks with more illiquid assets or more unused commitments reduced credit supply
when liquidity stress rose. Core deposits and Tier 1 capital supported lending.

1.2 Replication Findings

The replication qualitatively reproduces Table 3. All eight central credit growth interactions match
the paper’s signs, and seven are significant at the 10 percent level or better. In the large entity
panel, the capital interaction is 6.170 against 5.984 in the paper, and the commitments interaction is
-2.562 against -2.753. The estimation sample has 6,271 large and 76,891 small observations against
6,462 and 78,581 in the paper. Building it required aggregating commercial bank subsidiaries to the
quarterly highest holder, applying the paper’s one-sided merger screen, and counting each MBS
and ABS portfolio once. A 2010Q1–2015Q1 extension is inconclusive because several interactions
weaken or reverse during a period with much lower TED spread variation.

2 Data

The target uses FFIEC Call Reports and the FRED TED spread. Dealscan and FDIC Summary of
Deposits are not required for Table 3. Raw RC, RC-B, and RC-L fields come from the WRDS bank
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library (bank.wrds_call_rcfd_1, bank.wrds_call_rcfd_2, and the matching RCON schedules).
A Call Report structure file supplies commercial bank charter types and the quarterly highest
holder identifier bhcid. The merge uses bank RSSD ID and report date. FRED TEDRATE is averaged
by quarter and divided by 100 before forming interactions.

The in-sample universe covers US commercial banks from 2006Q1 through 2009Q2. Sample
construction retains 2005Q4 for lags, aggregates dollar items to the highest holder, drops quarters
with asset growth above 10 percent, winsorizes continuous variables at the first and ninety-ninth
percentiles, and splits entities at one billion dollars of lagged assets. The final regressions use 6,271
large and 76,891 small entity quarters. The out of sample test covers 21 non-overlapping quarters
from 2010Q1 through 2015Q1, the common window supported by lagged Tier 1/RWA.

3 Methodology

For entity i and quarter t, the replication estimates

∆Yi,t = αi + γt + ∑
k

βkXk
i,t−1 + ∑

k
δkXk

i,t−1TEDt + ϵi,t.

The dependent variables are changes in liquid assets, narrow liquid assets, loans, and loans plus
unused commitments. Beginning of quarter assets scale the first three changes, and beginning
assets plus commitments scale credit growth. The exposures are illiquid assets over assets, core
deposits over assets, Tier 1 capital over risk weighted assets, unused commitments over assets
plus commitments, and log assets. Every model includes entity and quarter fixed effects and
clusters standard errors by entity.

The implementation follows the paper and substitutes no data source. Official Call Report
labels determine the HTM amortized cost and AFS fair value fields. The paper lists neither the
mnemonics nor its exact high holder mapping, so the replication uses the quarterly regulatory
highest holder field in the Call Report structure data.
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4 Results

4.1 Table 3 Credit Growth

Large entities Small entities

Interaction Paper Replication Paper Replication

Illiquid assets × TED -1.340 -1.238 -0.516 -0.851
(0.762) (0.885) (0.183) (0.200)

Core deposits × TED 1.356 2.290 1.553 1.649
(0.555) (0.674) (0.238) (0.256)

Capital × TED 5.984 6.170 1.058 1.141
(2.699) (3.142) (0.325) (0.361)

Commitments × TED -2.753 -2.562 -3.034 -4.071
(0.855) (1.351) (0.557) (0.579)

Regression N 6,462 6,271 78,581 76,891
Entity fixed effects Yes Yes Yes Yes
Quarter fixed effects Yes Yes Yes Yes
Cluster level Entity Entity Entity Entity

Table 1: Table 3, Column 4. Coefficients with clustered standard errors in parentheses.

The large panel reproduces three magnitudes closely. Illiquid assets equals -1.238 with t = −1.40,
capital equals 6.170 with t = 1.96, and commitments equals -2.562 with t = −1.90. Core deposits
carries the correct sign and strong significance but is larger at 2.290 with t = 3.40. The small panel
reproduces every sign and significance decision. Its coefficients are -0.851, 1.649, 1.141, and -4.071,
with absolute t statistics from 3.16 to 7.03.

4.2 Out of Sample Test

The 2010Q1–2015Q1 run uses 11,329 large and 110,520 small observations after singleton removal.
The large panel matches two of four central signs, and none is significant in the paper’s direction.
The small panel matches three signs. Illiquid assets remains negative at -2.341 with t = −3.29,
while commitments reverses to a positive 46.132 with t = 7.62. The extension is therefore incon-
clusive and indicates that the crisis mechanism does not generalize mechanically to the calmer
post-crisis TED regime.
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