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Abstract

The financial crisis of 2007-2009 provides a credible exogenous shock to estimate the causal effect

of financial contracting on real firm behavior. I analyze the impact of the 2007-2009 global credit

supply shock on corporate investment decisions in Latin America. Using data from the Economat-

ica database, I estimate a difference-in-differences model where treated firms are those having a

large fraction of their long-term debt maturing at the time of the crisis. The main finding from this

analysis is that treated firms cut their investment rates significantly more than other firms whose

debt was due well after the crisis. The magnitude of the impact of the global financial crisis on

corporate investment in Latin America was firm-specific, depending on each firm’s need for external

finance, at the time of the crisis. The evidence in this paper suggests that debt maturity compo-

sition is an important variable in understanding how the global credit supply shock of 2007-2009

spread throughout the Latin American corporate sector and highlights the impact of debt maturity

structure for corporate financial flexibility.
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1 Introduction

In normal times, debt maturity is irrelevant because firms have permanent access to

finance and can refinance their current debts. In times of credit crises – as firms can not easily

substitute accross alternative funding sources – firms might become financially constrained

and might need to adjust corporate investment decisions. I study the impact of the 2007-

2009 global financial crisis on corporate investment in Latin America. Specifically, I analyze

whether Latin American firms with large fractions of their long-term debt maturing at the

time of the crisis cut their investment rates more than other firms did. Using a difference-

in-differences approach, I find that firms whose long-term debt was largely maturing during

2008 cut their investment-to-capital ratio significantly more than other firms whose long-term

debt was scheduled to mature after the crisis. This drop in investment is statistically and

economically significant. Overall, the results in this paper point that financial constraints had

a negative impact on corporate investing as the 2007-2009 financial crisis hit Latin America.

The global financial crisis of 2007-2009 started in August 2007 as a result of consumer

defaults on subprime mortgages in the US (see Gorton (2008) and Acharya et al. (2009)).

The financial crisis became truly global in September 2008, after Lehman Brothers collapsed.

Frankel and Saravelos (2012) define the timing of the transmission of the US financial crisis

to most emerging markets as starting in the second half of 2008 and ending in the first half

of 2009. I use balance sheet data present in the Economatica database, to test whether the

impact of the tightened supply of external finance following the onset of the crisis (post-2008)

hurt corporate investment in Latin America.

The data shows that corporate investment in Latin America declined significantly post-

2008. I hypothesize that the tightened supply of external finance hurt investment mainly in

firms that are financially constrained, given the difficulties to refinance their maturing long-

term debts. Following Almeida et al. (2011), I exploit the variation in the proportion of

long-term debt that was prescheduled to mature in 2008 to analyze how firms’ real decisions

were affected by financing constraints. I estimate a difference-in-differences model were

treated firms are those having a large fraction of their long-term debt maturing at the time

of the crisis. I test whether firms with large fractions of their long-term debt maturing at

the time of the crisis cut their capital expenditures in ways that were more pronounced than
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other firms that did not have to refinance their long-term debt at that time.

Consistent with the main hypothesis, the results in this paper indicate that the terms

of long-term financial contracting have significant implications for firms’ real policies when

they face a credit shock. Firms that had large chunks of debt maturing right around the

2007-2009 crisis faced tighter financing constraints than firms that did not have to refinance

debt payments during that same period. Thus, firms with large fractions of their long-term

debt maturing at the time of the crisis observed more pronounced negative outcomes than

other firms whose debt structure was such that they did not need to refinance a lot of debt

during the crisis. Specifically, firms whose long-term debt was largely maturing in 2008 cut

their investment rates significantly more than other firms whose debt was due well after the

crisis. The magnitude of the impact of the global financial crisis on corporate investment in

Latin America was firm-specific, depending on each firm’s need for external finance, at the

time of the crisis.

The results in this paper highlight the importance of debt maturity for corporate financial

policy, in times of credit contraction. However, the maturity composition of long-term debt

should have no effect on investment during non-crisis periods. Thus, I replicate the main

test defining a placebo (non-crisis) period (i.e., post-2006). I find that maturity structure is

unrelated to changes in investment in the non-crisis (placebo) period. In other words, in the

absence of a credit contraction, the maturity composition of long-term debt has no effect on

corporate investment decisions. These results support the view that debt maturity affects

investment through the refinancing constraint channel, in the aftermath of a credit supply

contraction.

The analysis of the effects of global credit cycles on corporate investment in Latin America

is important for corporate finance researchers, but also relevant for economic policymakers.

The results that I present suggest that debt maturity structure is an important variable

in understanding how a global credit supply shock spread throughout the Latin American

corporate sector. Moreover, the evidence in this paper points to the importance of maturity

structure for corporate financial flexibility. The results in this paper are also relevant for

Latin American managers, as they highlight the risks of unnecesary maturity exposures, that

can lead to detrimental results for their corporations in the context of a credit crisis.

The remainder of the paper proceeds as follows. Section 2 provides a review of the liter-
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ature. Section 3 describes the sample and the empirical strategy. I present the main results

in Section 4. Section 5 concludes.

2 Literature Review

This paper contributes to the literarure on the real effects of the 2007-2009 financial crisis

on the corporate sector. A number of papers analyze the impact of the 2007-2009 global

crisis on the real corporate policies of US firms. Duchin et al. (2010) find that corporate

investment in the US declined significantly following the onset of the crisis. Further, Duchin

et al. (2010) provide evidence that the decline is greatest for firms that have low cash

reserves or high net short-term debt, are financially constrained, or operate in industries

dependent on external finance. Moreover, Almeida et al. (2011) find that firms facing large

debt payment obligations in 2008 – on the onset of the financial crisis – invested significantly

less than other otherwise similar firms. Campello et al. (2010) survey corporate managers

– in North America, Europe and Asia – and find evidence that firms forego profitable in-

vestment opportunities during the crisis as a result of binding external financing constraints.

Consistent with prior results, the findings in this paper point that Latin American firms

reduced corporate investment at the time of the crisis, fundamentally due to the difficulties

in accessing external financing.

More broadly speaking, this work is related to the line of research in corporate finance

on the link between fluctuations in the supply of capital, financial constraints and corporate

investment (Fazzari et al. (1988); Kaplan and Zingales (1997)). The global financial crisis

of 2007-2009 provides a credible exogenous shock to estimate the causal effect of financial

contracting on real firm behavior. The evidence in this paper highlights that debt maturity

structure is an important variable when analyzing whether the global credit supply shock

caused a reduction in corporate investment in Latin America.

This paper also contributes to the analysis of balance sheet vulnerabilities in the corporate

sector in Latin America. Gonzalez-Miranda (2012) uses balance-sheet data to show evidence

of rising leverage and reduced buffers in the non-financial corporate sector in Latin America

between 2000 and 2011. The author presents evidence that suggests that higher leverage

and maturity exposures raise a firm’s probability to become exposed to a funding shock.
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Didier and Schmukler (2014) document major debt trends in emerging economies since the

1990s, showing that the average maturity of bonds in the private sector increased between

1990-99 and 2000-09. Moreover, Rodrigues Bastos et al. (2015) show that after the global

financial crisis, Latin American corporates modified their external funding strategies and

liability structures, moving towards less vulnerable positions. Indeed, Rodrigues Bastos et

al. (2015) find that firms extended the average duration of their debt and state that bond

issuance was mainly aimed at re-financing rather than funding investment projects. The

results that I present are consistent with the evidence in Rodrigues Bastos et al. (2015), as

I show that firms with shorter duration of their long-term debt needed to cut or postpone

investments during the financial crisis of 2007-2009.

3 Data and Empirical Strategy

The analysis in this paper is based on data from the Economatica database. The Econo-

matica database contains information on the universe of listed firms in Argentina, Brazil,

Chile, Colombia, Mexico, Peru and Venezuela since 1986. The data include the firm’s name,

industry affiliation, daily stock prices and balance sheet and income statement items. I select

firms listed in Argentina, Brazil, Mexico and Peru with non-missing data for the analysis.1

I restrict the sample to the 2006-2014 period due to data availability. Because our tests

require detailed data on corporate debt maturity structure, I hand-collect data available on

annual reports on the maturity structure of the long-term debt, as of FYE 2007.2,3 These

requirements result in a sample of 306 unique Latin American listed firms. In all, the sample

includes 1922 firm-year observations.

I define Treatment as an indicator variable that equals one if, as of FYE 2007, the firm

has a ratio of long-term debt maturing within one year to total long-term debt which is

greater than 20%, and zero otherwise.4 This procedure assigns 164 firms to the treatment

group and 142 firms to the non-treatment group.

1I exclude data on firms listed in Chile, Colombia and Venezuela for missing data on Investment, the
variable of interest in this study.

2I measure firm-level financial constraints in 2008. Although the global financial crisis began in September
2007, it hit Latin America in 2008. Thus, I analyze the annual reports presented as of FYE 2007, to indentify
those firms that had major chunks of long term debt maturing during FY 2008.

3I hand-collected annual reports data using Internet searches.
4I select the 20% cutoff, following the criterion used in Almeida et al. (2011).
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Table 1 presents descriptive statistics for the firms in the sample. Table 1, Panel A,

shows that those firms in the sample cover a wide range of industries with a relatively high

representation of business equipment, manufacturing and, consumer nondurables.

Table 1 About Here

Table 1, Panel B, presents descriptive statistics for the firms in the treatment and the

non-treatment groups of the following characteristics of the sample firms: Size is defined as

the logarithm of total assets; Leverage is the ratio of total debt to total assets; Cash Holings

is the ratio of cash and short-term investments to total assets; Q is defined as the ratio

of total assets plus market capitalization minus common equity minus deferred taxes and

investment tax credit to total assets; Investment is defined as the ratio of quarterly capital

expenditures to the lag of quarterly property, plant and equipment. All of these variables

are measured in the first three quarters of each calendar year.5,6 The summary statistics

(medians) in Table 1, Panel B, show that firms in the treatment group are smaller than

those in the non-treatment groups. Moreover, firms in the treatment and non-treatment

groups present similar levels of Leverage, Cash Holdings and Investment.

3.1 Empirical Strategy

To analyze the impact of the financial crisis on corporate investment, I employ a differences-

in-differences approach in which I compare the investment of firms before and after the

trasmission of the financial crisis to Latin America as a function of their needs to refinance

an important fraction of the long-term during the crisis. I examine the impact of the financial

crisis on corporate investment by estimating the following panel data regression model:

Investmenti,t = β0 + β1Posti,t + β2Treatmenti,t + β3Post ∗ Treatmenti,t + εi,t, (1)

where i indicates the firm, and t indicates the year. Investment is defined as the ratio

5Consistent with the criterion employed by Almeida et al. (2011), I avoid using data from the fourth
quarter of 2008 to sidestep the effects of the Lehman debacle. Thus, for each sample year, I use data on the
first three quarters of the calendar year.

6To minimize the impact of outliers on the analysis, I winsorize variables at the top and bottom 0.01
percentile.
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Figure 1. Corporate Investment in Latin America (2006-2014). This figure plots the median
investment-to-capital ratio of Latin American firms over the sample period. Investment is defined as the
ratio of quarterly capital expenditures to the lag of quarterly property, plant and equipment. The vertical
axis indicates the investment-to-capital ratio. The horizontal axis indicates the year of the sample period.

of quarterly capital expenditures to the lag of quarterly property, plant and equipment.

Treatment as an indicator variable that equals one if, as of FYE 2007, the firm has a ratio

of long-term debt maturing within one year to total long-term debt which is greater than

20%, and zero otherwise. Post equals one for calendar years post-2008, and zero otherwise.

Finally, I include firm-, industry-, country-, and year-fixed effects to control for firm and

industry characteristics, and for macroeconomic conditions.

4 Results

I first analyze investment behavior of the sample firms around the financial crisis. Figure

1 shows that the investment-to-capital ratio of the sample firms declined significantly post-

2008. Notably, for the sample firms, median Investment decreased from 7.06% in 2008 to

4.07% in 2009. The cut in investment – in the aftermath of the global financial crisis – is

economically sizeable and statitically significant (at the 1% level).

4.1 Debt Maturity Structure and Post-Crisis Investments

Table 2 presents the results of estimating Eq. (1). The coefficient for the interaction term

is negative and statistically significant at the 5% level. The results indicate that those firms
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in the Treatment group reduced investments as the crisis hit Latin America (post-2008).

These results are important in suggesting that firms with large fractions of their long-term

debt maturing at the time of the crisis observed pronounced negative outcomes. On the

other hand, the non-treated firms – whose debt structure was such that they did not need

to refinance a lot of debt during 2008 – did not have to sacrifice investment decisions during

the crisis. The results in Table 2 stress out that the deep decline in corporate investment

evidenced in Figure 1 is fundamentally due to financing constraints faced by those firms in

the Treatment group, post-2008. These results point to the importance of debt maturity for

corporate financial policy, in times of credit contractions.

Table 2 About Here

4.2 Placebo (Non-Crisis) Periods

The results in the previous section point to a causal effect of financial contracting on real

firm behavior in Latin America, in times of frictions in the financial markets. However, the

maturity composition of long-term debt should have no impact on corporate investments,

in the absence of frictions in the credit markets. I replicate the analysis proposed in the

previous section, performing a placebo test during a non-crisis period (i.e., post-2006), to

test the relationship between debt maturity structure and corporate investing in times of

frictionless financial markets.7

Table 3 presents the results of the placebo test. The coefficient for the interaction term is

positive and statistically insignificant. The results suggest that – in a non-crisis period – firms

7In this placebo test, I use Treatment as an indicator variable that equals one if, as of FYE 2007, the
firm has a ratio of long-term debt maturing within one year to total long-term debt which is greater than
20%, and zero otherwise. This dummy variable, used to estimate Eq (1) in the previous section, indicates
whether the sample firm had a large proportion of the long-term debt maturing during 2008. However, to
precisely perform the placebo test that I present in this section, I need to hand-collect annual report data
that contains detailed data on long-term debt maturity structure, during 2006. This information is present
in the annual reports presented as of FYE 2005. Because this Working Paper is work in progress I have not
finished yet with the hand-collection of those annual reports. However, I have initially analyzed a number
of annual reports of firms in the sample, to verify the tendency of a firm that has a short duration of the
long-term debt in a given year (“a firm in the Treatment group”) to also present short duration of the long-
term debt, in a previous / coming year. My initial inspection indicates that in a vast majority of the cases
(in 14 out of 15 verifications), firms that had 20% or more of the long-term debt maturing within one year,
also presented those high ratios in immediate years. In any case, I continue working in the hand-collection
of the 2005 annual reports needed to properly perform the placebo tests as presented in this section, using
the 2006 long-term debt maturity data.
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in the Treatment group fared in about the same manner than their counterparts. That is, in

a non-crisis period, I found no relationship between the corporate debt maturity structure

and investment decisions in Latin America. The results highlight that debt maturity affects

investment through the refinancing constraint channel, only in times of a credit supply

contraction.

Table 3 About Here

5 Concluding Remarks

I study the impact of the 2007-2009 global financial sector on corporate investment de-

cisions in Latin America. The financial crisis of 2007-2009 provides a credible exogenous

shock to estimate the causal effect of financial contracting on real firm behavior. I estimate

a difference-in-differences model where treated firms are those having a large fraction of their

long-term debt maturing at the time of the crisis. The main finding from this analysis is

that treated firms cut their investment rates significantly more than other firms whose debt

was due well after the crisis. In additional tests, I found no relationship between the corpo-

rate debt maturity structure and investment decisions in Latin America, during a non-crisis

period. These results suggest that debt maturity affects corporate investment through the

refinancing constraint channel, only in times of frictions in the credit markets.

The evidence in this paper contributes to the understanding of how Latin American firms

responded to the global financial crisis of 2007-2009. Latin American firms that had large

chunks of debt maturing right around the crisis faced tighter financial constraints than firms

that did not have to refinance long-term debts during that period. While firms that were

specially in need of external financing during the crisis needed to cut or postpone investment

decisions, similar firms that did not have to refinance their long-term debt at the time of the

crisis, fared in a much better manner. The results in this paper suggest that debt maturity

structure is an important variable in understanding how the 2007-2009 global financial crisis

spread throughout the Latin American corporate sector and point to the importance of debt

maturity composition for corporate financial flexibility.

8



References

Acharya, V., Philippon, T., Richardson, M., and Roubini, N., 2009. “The Financial Crisis
of 2007-2009: Causes and Remedies.” In Acharya, V., and Richardson, M., (Eds.)
Restoring Financial Stability: How To Repair a Failed System. Wiley, New Jersey, US.

Almeida, H., Campello, M., Laranjeira, B., Weisbenner, S., 2011. “Corporate Debt Matu-
rity and the Real Effects of the 2007 Credit Crisis.” Critical Finance Review 1: 3–58.

Campello, M., Graham, J.R., Campbell,R.H., 2009. “The real effects of financial con-
straints: Evidence from a financial crisis.” Journal of Financial Economics 97: 470–
487.

Didier, T., Schmukler, S., 2014. “Debt Markets in Emerging Economies: Major Trends”
Comparative Economic Studies 56: 200–28.

Duchin, R., Oguzhan, O., Sensoy, B., A., 2010. “Costly external finance, corporate invest-
ment, and the subprime mortgage credit crisis.” Journal of Financial Economics 97:
418–435.

Fazzari, S., Hubbard,R.G., Petersen,B., 1988. “Financing constraints and corporate invest-
ment.” Brookings Papers on Economic Activity 1: 141–195.

Frankel, J., Saravelos, G., 2012. “Can Leading Indicators Assess Country Vulnerability?
Evidence from the 2008-09 Global Financial Crisis.” Journal of International Eco-
nomics 87: 216–231.

Gonzalez-Miranda, M. 2012. “Nonfinancial Firms in Latin America: A Source of Vulnera-
bility?” IMF Working Paper 12/279. Washington, US.

Gorton, G. 2008. “The Panic of 2007.” NBER Working Paper No.14358.

Kaplan, S., Zingales,L.,1997. “Do financing constraints explain why investment is correlated
with cash flow?” Quarterly Journal of Economics 112: 169–215

Rodrigues-Bastos, F., Kamil, H., Sutton, B., 2015. “Corporate Financing Trends and Bal-
ance Sheet Risks in Latin America: Taking Stock of The Bon(d)anza.” IMF Working
Paper 15-10. Washington DC, US.

9



Table 1
Summary Statistics
This table reports descriptive statistics for the sample of firms. Panel A presents the industry distribution
of the sample firms. Panel B reports descriptive statistics (medians) about selected characteristics of the
sample firms for the 2006-2007 period and for the 2006-2014 years (the total sample period). The 306 sample
firms are split into treated and non-treated groups. The treated firms are defined as those for which the
percentage of long-term debt maturing within one year, as of FYE 2007, (i.e., during FY 2008) is greater
than 20%. The non-treated firms are defined as those for which the percentage of long-term debt maturing
within one year, as of FYE 2007, (i.e., during FY 2008) is less than or equal to 20%. See the text for further
variable definitions.

Panel A. Industry Distribution

Fama-French 12 industry groups % of firms

Business equipment 24.18%
Chemicals and allied products 2.94%
Consumer durables 8.85%
Oil, gas, and coal extraction and products 5.88%
Healthcare, medical equipment and drugs 0.98%
Manufacturing 22.55%
Financial firms 0.00%
Consumer nondurables 5.88%
Other 13.07%
Wholesale, retail, and some services 3.27%
Telephone and television transmission 6.86%
Utilities 5.56%

Number of firms 306

Panel B. Firm Characteristics (Medians). Treated and Non-Treated Firms

2006-2007 2006-2014

Firm characteristics: Treatment Non-Treatment Treatment Non-Treatment

Size 13.03 14.21 13.38 14.21
Leverage 0.25 0.26 0.25 0.26
Cash Holdings 0.11 0.09 0.06 0.07
Q 1.28 1.30 1.30 1.30
Investment 0.06 0.05 0.05 0.04

Observations 119 110 999 923

10



Table 2
Debt Maturity Structure and Post-Crisis Investments
This table presents results of a panel regression estimation explaining the average firm-level investment-to-
capital ratio for quarters 1-3 of each sample year. Investment is defined as the ratio of quarterly capital
expenditures to the lag of quarterly property, plant and equipment. Treatment as an indicator variable that
equals one if, as of FYE 2007, the firm has a ratio of long-term debt maturing within one year to total
long-term debt which is greater than 20%, and zero otherwise. Post equals one for calendar years post-2008,
and zero otherwise. Finally, I include firm-, industry-, country-, and year-fixed effects to control for firm and
industry characteristics, and for macroeconomic conditions. The table presents the coefficient and t-statistic
(in parenthesis) for each variable in the regression specification.

Dependent Variable: Investment

Post 0.19

(0.28)

Treatment 0.46

(1.04)

Post*Treatment –0.82**

(–2.04)

Firm-Fixed Effects YES

Industry-Fixed Effects YES

Country-Fixed Effects YES

Year-Fixed Effects YES

Observations 1922

R-squared 0.02

*** p-value<0.01, ** p-value<0.05, * p-value<0.10
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Table 3
Placebo (Non-Crisis) Period
This table presents results of a panel regression estimation explaining the average firm-level investment-to-
capital ratio for quarters 1-3 of each sample year. Investment is defined as the ratio of quarterly capital
expenditures to the lag of quarterly property, plant and equipment. Treatment as an indicator variable that
equals one if, as of FYE 2007, the firm has a ratio of long-term debt maturing within one year to total
long-term debt which is greater than 20%, and zero otherwise. Post equals one for fiscal years post-2006
(a non-crisis year), and zero otherwise. Finally, I include firm-, industry-, country-, and year-fixed effects
to control for firm and industry characteristics, and for macroeconomic conditions. The table presents the
coefficient and t-statistic (in parenthesis) for each variable in the regression specification.

Dependent Variable: Investment

Post –0.24

(–0.30)

Treatment –0.37

(–0.80)

Post*Treatment 0.01

(0.03)

Firm-Fixed Effects YES

Industry-Fixed Effects YES

Country-Fixed Effects YES

Year-Fixed Effects YES

Observations 1922

R-squared 0.02

*** p-value<0.01, ** p-value<0.05, * p-value<0.10
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