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Clustering standard errors in panel finance data:

Evidence from bootstrapping
ABSTRACT
 Using the corporate finance panel data set of Petersen (2009), we estimate single- as well as double-clustered standard errors by the bootstrap method, and compare them with other estimates in capital structure regressions featuring non-normal variables. The comparison indicates that bootstrapped standard errors from single- and double-clustering are in general larger than the White’s estimates, suggesting the conventional OLS method tends to produce underestimated standard errors which may overstate the significance of coefficient estimates when panel data sets are used.  Our results also suggest that bootstrapped critical values are preferred to standard asymptotic t-test critical values when non-normal variables are involved
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