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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/hhw088.

1 Summary

Acharya, Pedersen, Philippon, and Richardson ask whether pre-crisis marginal expected shortfall
(MES) and leverage (LVG) predict the equity losses that financial firms suffered during July 2007-
December 2008. This replication reconstructs all eight OLS specifications in Table 4 Panel A from
CRSP and Compustat. The estimation universe follows the 102 securities and the industry groups
published in Appendices B and C, which yields 102 risk-only observations and 101 balance-sheet-
complete observations, exactly the counts the paper reports.

Column (6), the paper’s headline specification, reproduces closely. MES is —0.1485 with t =
—2.24, versus —0.15 with t = —2.25 in the paper. LVG is —0.0391 with t = —5.36, versus —0.04
with t = —5.43.

2 Data and Method

The CRSP monthly stock file (crsp.msf) supplies the June 2007 market-equity screen. CRSP daily
returns (crsp.dsf) and the CRSP value-weighted market return (crsp.dsi) supply ES, MES, volatil-
ity, beta, and the realized crisis returns. The CRSP/Compustat merged link table connects each
security to Compustat quarterly assets and book equity (comp.fundq). The Appendix B and C
classifications define 29 Depository, 27 Other, 36 Insurance, and 10 Broker-dealer observations.

Realized SES compounds the available CRSP daily returns from July 2007 through December
2008 and keeps each security through its last trading day. MES is the negative of the average firm
return on the market’s worst 5% of days from June 2006 through June 2007. Leverage is

book assets — book equity + market equity

LVG = -
market equity




Every specification includes Other, Insurance, and Broker-dealer indicators and uses conventional
OLS inference.

3 In-Sample Results

(1) (2) ®) 4) ) (6) ) ®)

ES -0.0475
(-1.07)
Vol 0.0635 -0.0554
(0.12) (-0.09)
MES -0.2073 -0.1485 -0.1724
(-2.85) (-2.24) (-2.14)
Beta -0.2846
(-2.21)
LVG -0.0415 -0.0391 -0.0246
(-5.63)  (-5.36) (-2.21)
Log Assets -0.0873  -0.0465
(-4.75)  (-1.72)
Adj. R? 0.000 -0.012  0.067  0.037 0238 0268 0179  0.276
N 102 102 102 102 101 101 101 101

Table 1: Replication of Table 4 Panel A. Conventional OLS t-statistics are in parentheses. All
models include the paper’s three industry indicators.

The MES-only estimate is —0.2073 (t = —2.85), versus —0.21 (t = —2.90) in the paper. The beta,
LVG-only, log-assets, and full specifications likewise preserve the reported signs, magnitudes, and
inference.

4 Out-of-Sample Test

The later-window test forms the universe at December 2018, measures risk over December 2017—-
December 2018, and compounds returns over January 2019-June 2020. This preserves the paper’s
13-month risk-measure window and 18-month outcome horizon.



(6) (8)

Vol -0.0270
(-0.03)

MES -0.0567 -0.0134
(-1.03) (-0.22)

LVG -0.0092  0.0004
(-1.33)  (0.06)

Log Assets -0.0713
(-2.53)

Adj. R? 0126  0.173
N 100 100

Table 2: Matched-horizon out-of-sample regressions.

In the headline joint specification both systemic-risk variables keep their negative signs, but
neither remains statistically significant. The out-of-sample result is therefore weakened.



