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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:10.1093/rfs/hhm019.

1 Summary

1.1 The paper

Almeida and Campello test whether financing frictions affect corporate investment through a
credit multiplier. Tangible assets support borrowing, so investment sensitivity to cash flow should
increase with tangibility for financially constrained firms but not for unconstrained firms. The au-
thors estimate investment regressions for Compustat manufacturers from 1985 through 2000. The
models include cash flow, tangibility, their interaction, lagged Q, firm fixed effects, and year fixed
effects.

1.2 Replication findings

The payout sort reproduces the qualitative headline. The constrained interaction equals 0.1413
with a t statistic of 4.97, while the unconstrained interaction equals 0.0442 with a t statistic of 0.53.
The paper reports 0.3451 and minus 0.0439, respectively. The size sort reverses for constrained
firms, producing minus 0.1204 with a t statistic of minus 3.81 instead of the paper’s 0.3985. The
target result therefore replicates partially. A fiscal 2001 through 2020 test reverses the payout con-
trast because the constrained coefficient is near zero and the unconstrained coefficient is positive
and significant.

2 Data

Compustat annual industrial fundamentals (comp.funda) supply every regression variable, so no
cross vendor merge is required. The sample keeps INDL, STD, domestic, consolidated manu-



facturers with SIC codes 2000 through 3999. Current vintages of the annual file carry almost no
historical SIC values in 1985 and 1986, so the sample construction fills a missing SIC in those two
years only, drawing on the Compustat company header file (comp.names).

Investment equals capital expenditures divided by lagged net property, plant, and equipment.
CashFlow equals income before extraordinary items plus depreciation divided by lagged net prop-
erty, plant, and equipment. Q equals total assets plus fiscal year market equity minus common eq-
uity and deferred taxes, divided by total assets, and enters with a one year lag. Tangibility equals
cash plus 0.715 times receivables, 0.547 times inventory, and 0.535 times net property, plant, and
equipment, all divided by total assets. Annual CPI U implements the real screens.

The final finite estimation frame contains 24,389 firm years from 3,379 firms with substantial
coverage in every year from 1985 through 2000. The modern Compustat vintage produces 20 to
44 percent more observations than the paper across the four target cells.

3 Methodology

The regression is

Investment;; = B1Q;;—1 + poCashFlow;; + BzTangibility;,
+ Ba(CashFlow x Tangibility);; + a; + 6 + €.

The sample construction applies the five million dollar real capital floor, the absolute 100 percent
real asset and sales growth caps, and the Q interval from zero through ten. A firm must have a run
of three consecutive fiscal years with the paper’s core fields available. Payout equals dividends
plus repurchases divided by operating income. Negative ratios remain in the annual distribution,
while a zero denominator is undefined. Payout and total assets are ranked annually after the
economic screens. The bottom three deciles are constrained and the top three are unconstrained.
Each cell uses OLS with firm and year fixed effects and standard errors clustered by year.

Key differences from the paper. The regression specification and stated sample rules match the
paper. The Compustat header SIC fill adapts to the current data vintage for 1985 and 1986. It
measures the same industry concept but is static and contributes to a broader modern sample.
No statistical winsorization is applied. This replication covers the payout and size sorts of Table
4 Panel A. The rating based sorts, the alternative tangibility panels, and the switching regression
estimator lie outside its scope.

4 Results

4.1 Payout sort

Table 1 shows that the constrained interaction is positive and significant while the unconstrained
interaction is insignificant. This matches the paper’s sign and inference but not its magnitude. The
modern sample contains 6,999 constrained observations from 1,581 firms and 6,407 unconstrained
observations from 1,193 firms. The paper reports 5,697 and 5,327 observations.



Table 1: Table 4 Panel A payout sort. Coefficients with t statistics below.

Constrained Unconstrained
Paper Replication Paper Replication
Q 0.0671 0.0858 0.0380 0.0308
(4.35) (9.38) (2.72) (6.07)
CashFlow -0.0715 -0.0405 0.2042 0.0815
(-5.55) (-4.48) (2.35) (2.27)
Tangibility -0.0501 -0.0723 0.0273 -0.1383
(-0.94) (-1.51) (0.40) (-3.29)
CashFlow x Tangibility 0.3451 0.1413 -0.0439 0.0442
(5.63) (4.97) (-0.31) (0.53)
N 5,697 6,999 5,327 6,407
Firms not reported 1,581 not reported 1,193

Firm and year fixed effects. Standard errors clustered by year.

4.2 Size sort

The size contrast does not replicate. The constrained interaction is negative and significant, while
the paper reports a positive and significant coefficient. The unconstrained coefficient is insignif-
icant in both samples but changes sign. Table 2 also shows that the modern sample is 37 to 44
percent larger than the paper’s size cells.

Table 2: Table 4 Panel A size sort. Coefficients with t statistics below.

Constrained Unconstrained
Paper Replication Paper Replication
Q 0.0623 0.0792 0.0543 0.0398
(3.83) (10.58) (3.71) (6.38)
CashFlow -0.1066 0.1126 0.1901 0.0705
(-5.46) (5.93) (2.43) (0.82)
Tangibility -0.1053 -0.0604 0.0996 -0.0607
(-1.56) (-1.31) (1.32) (-0.62)
CashFlow x Tangibility 0.3985 -0.1204 -0.1652 0.0424
(8.14) (-3.81) (-1.14) (0.24)
N 4,854 6,973 5,300 7,241
Firms not reported 1,319 not reported 857

Firm and year fixed effects. Standard errors clustered by year.

4.3 Out of sample test

Fiscal years 2001 through 2020 lie at least five years beyond the end of the paper’s sample and
serve as the post sample window. This evidence reverses the paper’s constrained versus uncon-
strained prediction. The payout constrained interaction equals minus 0.0022 with a t statistic of
minus 0.34 for 7,519 observations from 1,494 firms. The unconstrained interaction equals 0.0678



with a t statistic of 2.59 for 6,695 observations from 1,076 firms. The size constrained and uncon-
strained coefficients equal minus 0.0577 and 0.0664, with t statistics of minus 3.27 and 4.48. All
post sample regressions use firm and year fixed effects with standard errors clustered by year.



