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Overview Graphical Evidence

Document with U.5. Compustat and Chilean micro data that: Figure 1:Trade Credit Share Increases with Markups: U.S. Evidence

e Trade credit use increases in markups

e Markup effect stronger when borrowing costs higher

Rationalize findings in model with

e Positive markups

o Costly financial intermediation (borrowing rate exceeds deposits rate)

= Financing cost advantage of trade credit.
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Introduction In Markup

Trade credit is the most important form of short-term finance for firms. In 2019,

U.S. non-financial firms had $4.5 trillion in trade credit outstanding, equaling 21
percent of U.5. GDP.
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Data

, Conclusions
e United States: Compustat, 1965-2016.

e Strong link between trade credit provision and markups

e Chile: (i) Customs-level data, containing payment mode information; (ii)
Production-level data at the firm-product level from ENIA, 2003-2007. e Trade credit allows firms to save on financial intermediation

e International trade data useful to shed light on trade credit trade-ofts
(because enforcement is harder across borders)

e Chilean data key for identification: It allows instrumenting markups with
physical productivity (TFPQ), and controlling for exhaustive set of fixed
effects, including firm-year fixed effects.

e Markups estimation: Follow production-based approach by De Loecker et al Contact Information
(2016), and De Loecker, Eeckout and Unger (2020).
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