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Abstract

We propose a simple and transparent approach to causal inference using panel data
with a large number of units and periods. Instead of imposing a particular parametric
specification on the untreated potential outcomes, we assume they follow a nonparamet-
ricnonseparable factor model. We use long pre-treatment outcome histories to construct a
measure of similarity between the latent factors of different units. Using this measure, we
impute missing counterfactual means and propensity scores through kernel smoothing.
Under weak smoothness conditions, these estimates can attain the optimal nonparamet-
ric convergence rate up to logarithmic factors, provided that the pre-treatment history
grows sufficiently quickly with the sample size. We construct a doubly robust estimator
of the period-specific average treatment effect on the treated (ATT) and provide con-
ditions under which it is VN-consistent and asymptotically normal, centered at the true
ATT. Simulations demonstrate accurate inference for a wide range of linear and nonlinear

data-generating processes.
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1 Introduction

The presence of unobserved confounding factors presents a major challenge for causal infer-
ence. The availability of rich panel data can help address this problem. Panel datasets contain
multiple observations for each individual and can thus provide a means of controlling for
time-invariant confounders (fixed effects). In addition, panel data can enable the imputa-
tion of individual counterfactual outcomes. Methods for causal inference with panel data
are widely used in empirical work, and their development is an active and rapidly growing
area of research (see, e.g., Arkhangelsky and Imbens, 2024).

Many popular methods for causal inference using panel data assume that untreated po-
tential outcomes have a linear or affine structure. For example, difference-in-differences
(DiD) and two-way fixed effects (TWFE) methods rely on parallel-trends assumptions, whereas
synthetic control (5C) and most matrix-completion methods require untreated potential out-
comes to follow a linear factor model. While such restrictions can simplify estimation and
inference, and may be necessary given limited data availability, it is natural to ask whether
they are fundamental for identifying treatment effects in large panels and, most importantly,
whether they can be relaxed while retaining a theoretically disciplined and practical ap-
proach that performs well in empirically relevant sample sizes.

This paper addresses this question by proposing a new method for estimating and con-
ducting inference on the causal effects of a binary treatment w;, in large panels. We assume
that the untreated potential outcome of unit i in period ¢ follows the possibly nonlinear and

nonseparable factor model
Yi(0) = uV(ai, A,) + uiy, (1)

where a; and A, are unobserved unit and time effects, u”'(-, ) is an unknown function, and
u;, is an exogenous residual." We assume that, conditional on the latent factors, untreated
potential outcomes are independent of treatment assignment. Importantly, we do not assume
that u©(-, -) has any particular parametric form. Thus, model (1) is substantially more general
than the commonly used linear formulations u®(e;, 4;) = @;+ 4, and u®(@;, A,) = @} 4, imposed
by TWFE and SC methods, respectively.

While the generality of formulation (1) is appealing, it complicates the identification and
estimation of treatment effects because «; cannot be identified without strong additional re-

strictions imposed on the form of x4 (-, ). Rather than attempting to model u(-,-) and es-

!t is also conceptually straightforward to allow for a linear adjustment for observed covariates in (1). We
abstract from this extension for clarity of exposition.



timate a; directly, we adapt an approach first developed by Zhang et al. (2017) for graphon
estimation in network data. Specifically, we use a long history of pre-treatment outcomes to
construct a pseudo-distance d;; that is informative about the similarity between the latent
characteristics @; and «; of units i and j. Using this pseudo-distance, we impute the values
of the conditional means of untreated potential outcomes and the propensity scores (both
conditional on the latent factors) in a given post-treatment period ¢ for all units through ker-
nel smoothing. Notably, we can do so even though «; is neither observed nor identified in our
setting.

We construct estimators of the untreated conditional means ,uf.g) and the propensity scores
pir, and establish their rates of convergence (uniformly over i) as both the number of units N
and the number of pre-treatment periods T, go to infinity. If T, grows sufficiently quickly rel-
ative to N, these estimators attain the optimal nonparametric rate of convergence established
by Stone (1980), up to a logarithmic factor, as if the latent characteristics a; were observed.

Even at the optimal rate, however, these nonparametric estimators generally converge
too slowly for conventional plug-in inference on the average treatment effect on the treated
(ATT). We therefore combine them in a doubly robust estimator of the ATT for each post-
treatment period ¢ (e.g., Robins et al., 1994; Chernozhukov et al., 2018). We propose a cross-
titting scheme that, together with double robustness, helps ensure that the resulting esti-
mator is VN-consistent, asymptotically normal, and centered at the true ATT. Remarkably,
under certain regularity conditions, and if T, grows sufficiently fast, our estimator attains
the semiparametric efficiency bound that would apply if the latent characteristics a; were
observed.

Compared to some competing approaches, an advantage of our method is its simplicity
and transparency. We avoid the need to decompose an incomplete matrix of potential out-
comes or to regularize the components of that decomposition. Instead, we impute untreated
potential outcomes for treated units by averaging the outcomes of untreated units, placing
greater weight on those with similar pre-treatment outcome histories. Researchers can read-
ily inspect the pseudo-distances and corresponding kernel weights to see which comparison
units drive each imputation.

We provide extensive simulation evidence that our procedure performs well across a
broad range of linear and nonlinear data-generating processes. When the additive TWFE
model is correctly specified, our estimator delivers confidence-interval coverage compara-
ble to that of TWFE. Under interactive and nonlinear factor structures, it continues to pro-

vide accurate coverage, whereas TWFE can perform poorly. Our method is also competitive



with—and often outperforms—the local PCA approach of Feng (2026) in small and mod-
erate panels, particularly when the pre-treatment history is relatively short. Finally, in an
empirical illustration based on the Walmart sales panel, we conduct empirically calibrated
Monte Carlo exercises in which our estimator performs nearly as well as an infeasible bench-
mark that uses the true latent characteristics. Taken together, our theoretical and numerical
results show that relaxing linear factor restrictions in large panels need not come at the ex-
pense of reliable inference in empirically relevant sample sizes.

To assist empirical practitioners who wish to apply our method, we provide an R imple-

mentation at https://github.com/chenweihsiang/PanellLatSim.

Related literature This paper contributes to the vast and rapidly growing literature on causal
inference in panels. We refer the reader to Arkhangelsky and Imbens (2024) for an excellent
recent overview of this field. DiD and TWEFE are widely used and continue to grow in pop-
ularity in applied work, perhaps because of their practicality and perceived transparency
(Goldsmith-Pinkham, 2024); see de Chaisemartin and d’"Haultfoeuille (2023) and Roth et al.
(2023) for extensive reviews of the DiD and TWEE literature. A major focus of recent econo-
metric work on these methods has been accommodating heterogeneous treatment effects
(e.g., de Chaisemartin and d’Haultfoeuille, 2020; Callaway and Sant’Anna, 2021; Sun and
Abraham, 2021; Wooldridge, 2025; Borusyak et al., 2024). However, their validity still relies
crucially on parallel-trends assumptions. Several recent papers have re-examined the restric-
tiveness of these assumptions and, in some cases, proposed relaxations at the cost of giving
up point identification of the causal parameters of interest (e.g., Manski and Pepper, 2018;
Rambachan and Roth, 2023; Ghanem et al., 2022). By contrast, our framework allows for rich
heterogeneity in treatment effects and selection mechanisms while retaining point identifi-
cation without imposing parallel trends. To achieve this, however, we require a sufficiently
long pre-treatment history.

Alternative popular approaches to causal inference in panels include synthetic control
(SC) and matrix-completion methods; see Abadie (2021) for a recent review of SC methods.
Recent contributions to the SC and causal matrix-completion literatures include, among oth-
ers, Arkhangelsky et al. (2021); Cattaneo et al. (2021); Chernozhukov et al. (2021, 2026) and
Athey et al. (2021); Bai and Ng (2021); Agarwal et al. (2023); Xiong and Pelger (2023); Choi
and Yuan (2024); Abadie et al. (2024), respectively. Similarly to the interactive fixed effects
panel literature (e.g., Pesaran, 2006; Bai, 2009), SC and matrix-completion methods gener-

alize the TWFE framework by allowing the untreated potential outcomes to follow a factor
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model. As in this paper, these methods use a long history of pre-treatment outcomes to im-
pute missing counterfactual means. Most of these methods, however, rely on a linear factor
model, u(a;, A,) = a}4,, to establish statistical guarantees and justify inference, whereas our
framework allows for a general nonparametric and nonlinear factor structure.

Some recent matrix-completion methods also accommodate nonlinear factor structures of
the type considered in this paper by approximating the corresponding matrix of counterfac-
tual means with a low-rank matrix. The resulting approximation error is typically controlled
by imposing relatively strong smoothness restrictions on u®(-, ), such as requiring it to be-
long to a sufficiently smooth Hélder class (e.g., Fernandez-Val et al., 2021; Choi et al., 2024;
Abadie et al., 2025).” By contrast, our imputation method does not rely on a low-rank ap-
proximation of u(-,-). Under the substantially weaker smoothness assumption requiring
Lipschitz continuity only in the first argument of x (., ), our imputation method achieves
a nearly optimal nonparametric rate of convergence (given the imposed smoothness condi-
tions) and allows us to construct a semiparametrically efficient estimator of the ATT.”

Our imputation procedure builds on the pseudo-distance proposed by Zhang et al. (2017),
which allows us to find units with similar latent characteristics even though those charac-
teristics are neither observed nor identified. Variants of this pseudo-distance have been em-
ployed for nonparametric graphon estimation (Zhang et al., 2017; Zeleneev, 2026; Nowakow-
icz, 2024; Sun and Zhang, 2026), controlling for unobservables using network data (Auer-
bach, 2022), and estimation of nonlinear factor models (Feng, 2024). Related distance-based
methods have also been applied to treatment-effect estimation in network and panel settings
by Hoshino and Yanagi (2024) and Athey and Imbens (2025). Unlike this paper, however,
these studies neither establish asymptotic normality of their treatment-effect estimators nor
provide asymptotically valid confidence intervals.*

Imputation of the propensity scores alongside the counterfactual means is an important
and distinctive ingredient of our approach that allows us to estimate the ATT using doubly

robust moments (e.g., Robins et al., 1994; Robins and Rotnitzky, 1995; Hahn, 1998; Scharfstein

2Among these papers, Choi et al. (2024) develops an inference procedure for average treatment effects,
whereas Fernandez-Val et al. (2021) and Abadie et al. (2025) establish estimation results but do not provide
corresponding inference procedures.

3Dwivedi et al. (2025) provide entrywise non-asymptotic error bounds for a nonlinear factor model under a
similar Lipschitz-continuity assumption. Their imputation method, however, relies crucially on homoskedastic
idiosyncratic errors. Moreover, they do not investigate whether their estimator achieves the optimal nonpara-
metric rate of convergence and do not provide semiparametrically efficient estimators of average treatment
effects.

4In particular, Athey and Imbens (2025) focus on identification of the counterfactual means and do not pro-
vide asymptotic theory for their treatment effect estimator. Hoshino and Yanagi (2024) provide error bounds
for various average dyad treatment effects but do not establish their asymptotic distribution. None of these
papers consider treatment effect estimation in a doubly robust form.



etal., 1999; Chernozhukov etal., 2018,2022). We demonstrate that, under suitable conditions,
the resulting doubly robust estimator is VN-consistent, asymptotically normal, and centered
at the true ATT, whereas conventional imputation estimators in the matrix-completion liter-
ature generally inherit the slower nonparametric convergence rate of the estimated counter-
factual means.

Although propensity scores are routinely estimated and used in doubly robust moments
to adjust for observed covariates in panel settings (e.g., Sant’Anna and Zhao, 2020; Arkhangel-
sky and Imbens, 2022; Chen et al., 2025), this strategy remains underexplored in latent fac-
tor models, where standard matrix-completion methods focus almost exclusively on im-
puting counterfactual means. A notable recent exception is Abadie et al. (2024), who esti-
mate propensity scores by applying matrix-completion methods to the observed treatment-
assignment matrix. However, our propensity-score imputation approach is fundamentally
different from theirs: we use pre-treatment outcome histories rather than rely on a low-rank
approximation of the propensity-score matrix.”

Finally, Feng (2026) studies causal inference with unobserved confounders when a large
number of auxiliary “proxies” for those confounders are available; in panel settings, pre-
treatment outcomes can serve as such proxies. As in this paper, Feng (2026) estimates coun-
terfactual means and propensity scores and combines them in doubly robust estimators of
causal effects. Their imputation procedure, however, is quite different from ours. Feng
(2026) first constructs K-nearest-neighbor neighborhoods using the pseudo-distance of Zhang
et al. (2017) or another distance, applies local principal component analysis (PCA) to ex-
tract factor loadings within each neighborhood, and then uses the estimated loadings as
regressors in local quasi-maximum-likelihood estimation (QMLE). Feng (2026) establishes
asymptotic results under higher-order smoothness conditions. Our method instead directly
estimates the counterfactual means and propensity scores using kernel smoothing based on
the pseudo-distance, avoiding local PCA, the selection of the number of components, and the
subsequent QMLE step. A benefit of the resulting procedure is that it is simple and trans-
parent, with counterfactual means and propensity scores expressed directly as smoothly
weighted averages of observed outcomes and treatments. The simplicity of the procedure
and our focus on panel data also carry over to the theoretical analysis. Under primitive con-
ditions on the nonlinear factor structure and conditions on the serial dependence structure of

the panel data, we establish nearly optimal uniform convergence rates for the estimated con-

>Outside of the panel causal inference literature, recent applications of doubly robust estimation in linear
panel regression models with unobserved heterogeneity having a nonlinear factor form also include Beyhum
and Mugnier (2024) and Freeman and Kristensen (2026).



ditional means and propensity scores under Lipschitz continuity of the model, as opposed
to higher-order smoothness.” We show that under our primitive conditions, the resulting
ATT estimator is VN-consistent and asymptotically normal. Our simulation results suggest
that the simplicity of our method does not come at the expense of finite-sample performance:
our estimator is competitive with local PCA across the designs considered and often delivers
coverage closer to nominal in both small and moderate panels, particularly when the pre-

treatment history is relatively short.”

The rest of the paper is organized as follows. Section 2 introduces the framework and
describes our estimator. Section 3 provides formal statistical guarantees. Section 4 presents
simulation evidence, and Section 5 provides an empirical illustration based on Monte Carlo
exercises calibrated to the Walmart sales panel. All auxiliary lemmas and proofs are provided

in Appendix A.

2 Setup and Proposed Method

2.1 Setup

Our sample consists of individuals indexed by i = 1, ..., N and time periods indexed by ¢ =
1,...,T. For each individual i and period ¢, we observe an outcome Y;, and a binary indicator
w;i,. The indicator w;, is equal to one if individual i is treated at or prior to time ¢ and zero
otherwise.® We assume throughout that no individual in the population is treated prior to
a period Tj + 1 with Ty < T. We let ¥, ,, denote the vector of outcomes for individual i from
periods s to  inclusive and similarly for other variables.

Let Y;,(0) denote the potential outcome of individual i at time ¢ under a counterfactual
in which no individual is ever treated. We assume that if w;; = 0 then Y;, = Y;,(0). This
precludes both anticipation and spillover effects from treated to untreated units (see, e.g.,

Abbring and van den Berg, 2003; Borusyak et al., 2024; Sun and Abraham, 2021). It does

®While our imputation method achieves the nearly optimal rate of convergence under Lipschitz continuity,
it does not take advantage of the potential higher-order smoothness, whereas the approach of Feng (2026) can
achieve faster rates of convergence in the latter case.

’We note that Feng (2026) also discusses a simpler estimator that extracts a single principal component,
which is described as analogous to local-constant smoothing. However, the one-component procedure still uses
local PCA and QMLE and therefore does not generally reduce to conventional nearest-neighbor averaging.

8For concreteness, we assume that treatment is an absorbing state, which is typical for staggered treatment
adoption applications. Our approach also accommodates treatment switching by restricting the period-t com-
parison to currently treated and never-treated units, provided that the maintained assumptions hold for this
comparison sample. In this extension, the equality in Assumption 1 is required for all units during the first T
periods and for never-treated controls thereafter.



not rule out spillover effects between treated units. We state this formally in Assumption 1

below.
Assumption 1 (No anticipation/spillovers). If w;, = 0 then Y;, = Y;,(0).

Central to our analysis is the assumption of a nonlinear factor model for the untreated po-
tential outcomes. Let a; be some latent and time-invariant characteristics of individual i, and
let A, be period-specific factors. @; may capture, say, unobserved demographic characteristics,
individual preferences, or innate ability. 4, may capture, e.g., unobserved macro-economic
conditions, government policy, or environmental factors. These time-specific factors may be
non-stationary (distributed differently over time) and in particular, their distribution in the
post-treatment period may differ entirely from that in the pre-treatment period. We model

the untreated potential outcomes and realized treatments as follows.

Yi(0) = u@ (i, ) + iy, Elu; l;, A,] = 0. (2)

wi, = pla;) + €, El€ a;, 4] = 0. (3)

The residuals u;, and ¢, are unobserved. The functions u”(-,-) and p,(-) are unknown, and,
importantly, we do not assume that they have any particular functional form. Note that the
model above implies that the conditional mean function (-, -) is the same for every indi-
vidual and every period. However, the conditional mean u¥(a;, 4,) may vary with both i and
t through the latent factors. Notice that p,(-), the conditional mean function of w;,, is allowed
to vary over time, which reflects the fact that this variable is increasing and therefore subject

to secular trends that need not be captured in 4,.

Remark 1 (Nonseparable models). The additively separable models (2) and (3) may be de-
rived from non-separable models under primitive conditions. For example, suppose that
Y;,(0) = ¢“(a;, A, vi,) for some function ¢”(-) and random variable v;, that is independent of

«; and A,. If v;, is exchangeable (separately in both i and ¢), then (2) holds with
lu(O)(a,ia /1t) = E[q(O)(al’ AZ’ Vi,t)|ai’ ﬂl‘]a
and the residual u;, is mean-independent of «; and 4, by construction.

Without additional assumptions, causal quantities of interest are not identified from the
model above. This would remain true even if the latent factors a; and A, were observed. This
is because the residual in the treatment model (3) may be correlated with the residual in the

outcome equation (2). In particular, there may be factors that influence both the outcome



and treatment status (that is, confounding factors) and which are included in neither «; nor
4. In order to achieve identification, we make the key assumption that the latent factors «;
and A, together account for all confounding between the outcome and treatment. Formally,
we assume that after controlling for these latent factors, there is no residual dependence

between the untreated potential outcome and treatment.
Assumption 2 (Latent unconfoundedness). Y;,(0) 1L w;|a;, A;.

The assumption of latent unconfoundedness is common in the literature (e.g. Abadie
etal., 2024; Agarwal etal., 2023; Arkhangelsky and Imbens, 2022; Athey et al., 2021; Ferndndez-
Val et al., 2021). Note that, since, in the spirit of the DiD and TWFE methods, we focus on
estimating average treatment effects for the treated units, Assumption 2 does not place re-
strictions on the treated potential outcomes. If we additionally require the treated potential
outcomes to be conditionally independent of treatment, our method straightforwardly ex-
tends to cover other counterfactuals including average treatment effects (ATEs).

Under Assumption 2, key counterfactual quantities of interest can be written in terms of
the latent factors and functions u”'(-, -) and p,(-). For notational convenience, let p;; := p,(a;)

) .

and y;; = u”(a;, A,). Under Assumption 2 and a support overlap condition, the average effect

of treatment on the treated at time r > T+ 1, which is defined as ATT, := E,[Y;,—-Y; (0)lw;, = 1],
can be expressed in the following doubly robust form:

| (1 = wi)Yiupis + Wiy = prop
ATT[ = —E’t Yi’th"[ — i o i P .
Et[wi,t] 1 - Dit

The time subscript indicates that each expectation is taken with respect to the period t-specific
distribution of the observables (i.e., conditional on A,). Related doubly robust approaches to
estimating ATT-type parameters in panel and DiD settings are studied by, among others,

Sant’Anna and Zhao (2020); Arkhangelsky and Imbens (2022); Chen et al. (2025).

Remark 2. For clarity and concreteness, we focus on the period-specific average treatment ef-
fect on the treated ATT,. Under staggered treatment adoption, this parameter coincides with
the calendar-time average treatment effect considered by Callaway and Sant’Anna (2021). In

particular, letting G; denote the period in which unit i is first treated and defining
ATT(g,1) =B, [V; = Yii(0) | G; = g],

we have

ATT, = ) P(Gi =g | G; < 1) ATT(g,1).

g<t



Our analysis can accommodate other standard ATT-type estimands analogously: one can
estimate the cohort-time effects ATT(g, ) using the corresponding doubly robust moments
and aggregate them with appropriate weights to obtain event-time, cohort-specific, or overall
treatment effects. However, in order to achieve identification in this case, Assumption 2 must
be strengthened slightly to Y;,(0) 1L G;|@;, A4, and one must impose a suitable support overlap

condition.

In this paper, we provide new methods for estimating the values of p;, and /Jf.s). Given
these estimates, one can construct a doubly robust estimate of ATT, and perform inference
on this object. Let p;, and [152) be estimates of p;, and /11('2) respectively. Then a corresponding

doubly robust estimate of ATT, takes the form

N ~(0)

A 1 (I =wi)Yipis + Wiy — ﬁi,t)/"i,,
ATTt = N_ Z (Yi,twi,t - 1 _ ﬁi’, ), (4)

Lt 5T
where N, , is the number of individuals treated by time 7.

The arguments we use to consistently estimate p;, and ,ug’ot) require an additional condition.
Consider that exposure to aggregate/macroeconomic conditions may induce dependence
between the potential outcomes of different individuals. We assume, in effect, that the time-
specific factors A, capture the influence of all such factors on untreated potential outcomes.
The condition also imposes that at least in the absence of treatment, the outcomes and latent

factors of an individual j cannot impact the untreated outcomes of any distinct individual i.

Assumption 3 (Conditional cross-sectional independence). For any two individuals i # j,

we have Y,I(O) A Yj,t(0)|ai’ aj, /lt and Y,I(O) A a/jla,-, /11?-

Assumption 3 is crucial to our arguments. The condition ensures that for any two distinct
individuals i and j,

ELY iz, Vinr i, @] = B g 10 Ve ),

where (-, -) is the Euclidean inner product (i.e., {a,b) = a’b for two column vectors a and b

of the same length). Thus, this assumption allows us to relate observable quantities, i.e., the

0

history of pre-treatment outcomes, to the history of x;,’, and thus to the individual-specific

latent factors.

2.2 Proposed method

Our proposed estimation method uses pre-treatment outcomes to find untreated individuals

whose latent factors ¢; are similar to those of treated individuals. To motivate our approach,

10



let us first suppose «; were observed. Under Assumptions 1 and 2, we have
HO(@. 4) = ElYida; = a.w;; = 0], pil@) = E/lwila; = o.

The objects on the right-hand sides of each equation above are regression functions. If
a@; were observable, we could nonparametrically estimate u(-, 4,) and p,(-) (as functions of

@), and thus also p;, and ugg). For example, we could obtain the following Nadaraya-Watson

estimates:
2. K(la; —ajll/h)Y;, 2 K(lla; — ajll/mw
'a@ _ Jiwji=0 By, = J (5)
o ) OK(IIai—ajll/h) ’ 2 K(lla; — ajll/h)
JWjit= J

where K(-) and & are some kernel and bandwidth.
The estimates above are infeasible because in practice, we do not directly observe «; for
any individual i. In order to obtain feasible estimates, we replace the infeasible distance

llo; — «/|l in the expressions above, with the following feasible pseudo-distance:

A

1
di,j = Fo gzlﬁli(} |<Yk,1:T0, Yi,l:Tg) - <Yk,1:To, Yj,l:T0>|- (6)

A pseudo-distance of the form above was first employed in Zhang et al. (2017) for nonpara-
metric graphon estimation.

To motivate the use of this pseudo-distance, suppose Assumption 3 holds and that the ag-
gregate factors 4, in each period # < T are jointly independent of the individual-specific fac-
tors. Then the difference in conditional expected values of the inner-products in the pseudo-

distance can be expressed as

Ty
B Y170, Yirrolaws il = Bz, Yy Maw ] = f 1O, V(@ ) = (e, D)dr (),
t=1

where 7, denotes the (unconditional) distribution of A,, which may vary with ¢, i.e., 4, does
not need to be stationary. As such, we can understand the pseudo-distance as the sample
analogue of the population pseudo-distance

d ij = sup
€A

RS
T Z] f 1O, D (@i, D) ~ 1@, H)dm (D)

f KO, D ) - 1O, D), (A)'

= sup
€A

> % f (i, ) = (e, V) diir, (),

where A is the support of «;, and 717, = Tio >1 7, is the average of the probability laws of

A, over the pre-treatment period; notice that we suppress the dependence of d;; on T for

11



notational convenience.” The inequality above relates the size of the population pseudo-
distance d; ; to a squared L? distance (with respect to the measure 77, ) between the functions
1(a;, ) and @ (a;,-)."" Thus d;; measures similarity of the latent factors to the extent that
they impact untreated outcomes. Finally, while the population pseudo-distance 4, ; is not
directly observed, it can be consistently estimated by the sample pseudo-distance d; ;. This
means that d;; also effectively measures the similarity between the functions u®(a;,-) and
1 j»+), which, under an additional injectivity condition, also translates into the similarity

between a; and «;.

Remark 3. It is worth contrasting the sample pseudo-distance above with the (normalized)

Euclidean distance between the histories of pre-treatment outcomes, i.e., =||Y;1.r, — Yii.1 I
To ,1:To J1:To

Under the previously employed conditional independence assumption, its population ana-

logue can be expressed as
1 )
Bl 7 W¥iin, = Vil | %%] = f (1 (i, ) = O (erj, D) dtp, (D)
0
1 &
2 _ 2 _
+ T ; I(E[ui,slozi,/ls = A + Eluj la;, A, = /l])dﬂ's Q).

The above demonstrates that the (population) Euclidean distance is increasing in the con-
ditional residual variance ]E[uitlaj, A, = A]. Therefore, in the presence of conditional het-
eroskedasticity, a small Euclidean distance between a fixed unit i and unit j might not nec-
essarily indicate that «; is similar to «;: instead, it may simply reflect that unit j’s outcomes
have a low residual variance. It is the need to be robust to conditional heteroskedasticity that

motivates our use of the pseudo-distance (6).

).

Given the constructed pseudo-distance d, j» we obtain feasible estimates of p;, and ;"

> K,y > K(d;;/hyw;,
/:\((.O> = j§W_i,t:0 ﬁ't = —J . (7)
Y X Kyl - X KWdy/h
W= J

In principle, one could directly plug the estimates above into the formula for the doubly ro-
bust ATT, estimate (4). However, to further de-bias our estimate, we propose additionally
combining (4) with a cross-fitting scheme. This is in line with the extensive literature on
double machine learning, which demonstrates the utility of cross-fitting for reducing bias

and obtaining valid inference (e.g., Chernozhukov et al., 2018; Abadie et al., 2024). The

%If A, is stationary during the pre-treatment period, we trivially have x, = n* and 77, = n*, where 7* denotes
the stationary distribution of 4, for¢t =1,..., To.
9The inequality follows from taking @ = ¢; and @ = «; in the supremum and applying the triangle inequality.

12



tull algorithm with cross-fitting is detailed below along with a variance estimate and con-
fidence interval. Our asymptotic results assume a fixed number of folds for cross-fitting and
a deterministic bandwidth sequence. However, in practice, we select the bandwidth & by

cross-validation.'!

Algorithm 1 Doubly Robust Estimation and Inference with Cross-Fitting
Inputs: Number of folds K, bandwidth 4, confidence level 1 — ¢

Returns: estimate ATT,, asymptotic variance estimate V,, and 1 — ¢ level confidence interval

1: Randomly partition [N] = {1,2, ..., N} into K folds {Ik},z(:1 of size ~ N/K. Let T_, = [N]\ I

N

: forall k € [K] do
3: foralliefyand je I ;do

4: Calculate cZ,-, j, the pseudo-distance between i € 7, and j € 7, as follows:
C?ij<—i max <Y[1'T,Yil'T _le'T>
’ Ty telijyter 1N 707 700 o

5.  end for

6: end for
7. forall ke [K]and i€ I; do
8:  Calculate ﬂff? and p;, as follows:
D K (sz il h) Y, 2 K (dAi,j/ h) Wit
~(0) JELk;wj=0 R jel
l'ti,l‘ — ~ ’ it — A
Y K(diy/h) Y K(di/h)
jGI_k;W_/'Y[:O jGI_k

9: end for
10: Construct ATT, and V, using the formulas below
(1= Wi + (Wi — ﬁ,-,,rﬁ?)
1- ﬁi,t

N
A 1
ATTt — N_]J Zl (Y,',[Wi,, -

. . RN
A N (I =wi)YiiPiy + Wiy — Pi)it; <V
Vie— — Z (Yi,tWi,z - o N t — - Wi’lATTt)

Nl,t i=1 b= P

11: Construct 1—¢ level confidence interval [ATT,izl_m \VV,/N |, where z;_;/» is the (1-£/2)-th

quantile of the standard normal distribution.

11Implementation of the proposed method in R is also available at https://github.com/chenweihsiang/
PanelLatSim.
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3 Large Sample Theory

The estimator ATT, in Algorithm 1 is doubly robust and employs cross-fitting. An extensive
literature provides sufficient conditions for VN-consistency of such estimators and asymp-
totically correct coverage of the corresponding confidence intervals (e.g., Robins et al., 2008;
Chernozhukov etal., 2018; Abadie etal., 2024). A key condition is that the first stage nuisance-
parameter estimates (in our case /ftl(.g) and p;,) have sufficiently fast rates of convergence. In

particular, this requirement is satisfied if

max
i€[N]

Ia(O) (O)| =0,(N~ 14y and nei[%( |Pzz Pzt| = Op(N‘1/4)- (8)

We establish convergence rates for the first-stage estimates. These rates may be of inter-
est per se because ,ul(.g) is the optimal prediction of individual i’s untreated potential outcome

A

given the latent factors. In particular, we show that, under certain conditions, f ( ) and p;,
achieve, up to logarithmic factors, the optimal convergence rate of Stone (1980) for nonpara-
metric regression on a; under Lipschitz continuity. That is, provided that the number of
pre-treatment periods T, grows sufficiently quickly with N, our feasible estimators attain, up

to logarithmic factors, the optimal pointwise rate available when «; is observed.

3.1 First-stage rates of convergence

In order to derive convergence rates for our first-stage estimates u(O) and p;,, we impose the

following additional assumptions.

Assumption 4 (Model and latent factors). The models (2) and (3) hold and satisfy the fol-

lowing conditions.

(i) The factors ay, s, ..., an, 41, A2, ..., A7 are jointly independent, and a/, @;, ..., ay are iden-
tically distributed. For each i, @; has support A C R and there are constants 0 < ¢ <

¢ < o and 77 > 0 so that forany 0 <y < fjand @ € A, cn™ < P(lla — aill < n) < ene.

(ii) There is some ¢ > 0 so that ¢ < p;; < 1 — ¢ almost surely for all i and 7 > T,

T
s=1°

w1 < exp(énz) for all € R almost surely
CZZ', /l[.

(iii) For some ¢ > 0, E[exp(nu;,){a,} 1> {4}

for all i and ¢. For each i and 7, we have u;,, €, 1L {{uj,, €; )" _,, j}jzis (i s} VoA st

s=1°

(iv) The functions u*(-,-) and p,(-) are uniformly bounded (on the relevant supports) and
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satisty, for some Ly, L, < o,

@y, D) — uO(ar, D] < Lol - asll,

|pi(a1) — pla)| < Lpllay — asll,
foralla;,ap e A, A€ L,and t.”?

(v) K :R, — Ris weakly positive and strictly positive at zero, supported on a compact set
and bounded by K < co. Moreover, |K(z) — K(z)| < K'|z — 7| for all z,7' € R, for some

K > 0.
vi) There exist constants c;, ¢, > 0 so that if T is sufficiently large, then for all a;, @, € A
y larg
f @ ar, D) - p (s, ﬂ))zdﬁTo(/l) > cillay — asll? 9)
Aesupp(d)

and

sup | f 1@, Y (a1, D) - 1@, D)dir, ()|
a€A Aesupp(A)

> ¢y \/ f (UO(ay, A) — uO@(az, 1)) ditr, (1). (10)
Aesupp(d)

Assumption 4(i) requires the individual-specific latent factors to be independent and
identically distributed as if units are (independently) drawn from the underlying popula-
tion. At the same time, while Assumption 4(i) requires A, to be serially independent (and
independent of the individual factors), it does not need to be stationary. Serial independence
of A, simplifies the exposition and proofs, but may be stronger than needed. For example,
it is straightforward to allow for weakly dependent A,; see Remark 4. Moreover, with a sim-
ple modification, our method can also explicitly incorporate additive time effects allowed to
follow an arbitrary (potentially strongly dependent) process; see Remark 5 for details. The
final part of Assumption 4(i) requires that with high probability, for each treated individual
i, there exist untreated individuals in the sample whose latent factors are close to those of i,
which implies that the support of a; is bounded.

Assumption 4(ii) is a standard overlap condition and would be required for regular esti-
mation of the ATE even if a; were observed. The bound away from one permits us to impute
untreated potential outcomes for treated units using the outcomes of nearby untreated units,

and it keeps the inverse weight 1/(1 — p;,) in the doubly robust score bounded. The bound

2Here £ := (J, supp(4,), and we use supp() as shorthand for £ throughout.
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away from zero ensures that the treated share N, ,/N is bounded away from zero, so that ATT,
can be estimated at the VN rate.

Assumption 4(iii) enables us to apply particular concentration inequalities in order to
obtain fast rates of convergence. The condition restricts the tail behavior of the error term
u;,, requiring it to be uniformly sub-Gaussian conditional on some other variables. The as-
sumption also imposes that, conditional on the latent factors «; and 4,, the residuals #;, and
€ are jointly independent of (a) the histories of these variables for all individuals other than
i, (b) the individual-specific latent factors of individuals other than i, (c) lags of u;,, and
(d) the aggregate factors A, for s # . In short, variables must be cross-sectionally indepen-
dent after conditioning on the aggregate factors A,, and the current outcome and treatment
residuals must be serially independent of the lagged outcome residuals after conditioning on
individual-specific factors @;. One could relax this requirement and allow for serially corre-
lated outcome residuals; see Remark 4 for details. The conditional independence restrictions
in Assumption 4(iii) strengthen Assumption 3 to aid in the derivation of uniform conver-
gence rates. While Assumption 3 is then redundant, we retain it for exposition because it
plays a crucial role in identification.

Assumption 4(iv) imposes that the functions x(-,-) and p,(-) are bounded (on the rel-
evant supports) and vary smoothly with the individual-specific factors."”” This smoothness
assumption ensures that individuals with similar latent factors also have similar conditional-
mean potential outcomes and treatments.

Assumption 4(v) stipulates properties of the kernel K(-). Kernels that satisfy this condi-
tion are common in the literature, with the Epanechnikov kernel being a particularly preva-
lent choice.

Assumption 4(vi) relates the pseudo-distance to the distance between individual latent
factors.'* The assumption imposes, first, that the mean-squared distance between u®(a;, -)
and p9(a,, ) is at least proportional to the squared Euclidean distance between «; and a.
In addition, the assumption states that the population pseudo-distance is at least propor-
tional to the square root of this mean-squared distance. Consider the special case in which
w9, ) = a’MA for some fixed matrix M. In this case, the condition (9) holds so long as

the matrix M L AV drr ()M’ is strictly positive definite, with its smallest eigenvalue

esupp()

3Note that p,(-) is bounded by construction. Boundedness of x¥)(;, ) is imposed for simplicity and can be
relaxed. In particular, it is straightforward to allow for an unbounded common trend in the outcome model (1);
see Remark 5 for details.

14Gee Sun and Zhang (2026) for a detailed discussion of a network version of this assumption and primitive
conditions sufficient for it to hold.
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bounded away from zero uniformly over all sufficiently large 7,,. If this is the case, then

the second condition (10) holds if there is a ¢ > 0 so that for any «;, @, € A with a; # @, we

have m(al @,) € A. This is true, for example, if A contains a Euclidean ball centered at
Zero.
Theorem 1 (Rates of convergence). Suppose Assumptions 1 to 4 hold and that 5 % - 0,

h— 0, and IZi(x) — 0. Then for t > T,,"”

max |u

20— 19 = 0 ( M)

i€[N] hde N
log(N)
max |pis = pid = (h+ oy )

Theorem 1 establishes the uniform (over i) rate of convergence for the pseudo-distance
based estimators (7). The derived rate is identical to the (pointwise) convergence rate of the
infeasible Nadaraya-Watson estimators (5) that use the unobserved factors as regressors, up
to an extra log term needed to ensure uniformity over i. Setting h o« N~!/(%*2 (which auto-

matically satisfies the restriction %52 — 0), we get convergence rate N~'/“*? \/log(N) which,

up to a log term, is the optimal (pointwise) nonparametric learning rate under Lipschitz con-

tinuity of the regression function (Stone, 1980). However, the rate at which 4 can converge

log(N)

i 0. Thus the theorem above allows

to zero is also restricted by the condition that ;
us to achieve the optimal rate, up to log terms, provided that T, grows sufficiently quickly
that N?/@*2 Jog(N)/T, — 0.

Recall that, in order to obtain VN-consistency and centered asymptotic normality of the
doubly robust ATT estimator, it would be sufficient to demonstrate that (8) holds. In par-
ticular, in the case of a one-dimensional individual latent factor (d, = 1), Theorem 1 en-
sures that this holds for an appropriate choice of i provided that T, grows quickly enough
that & log(N ) 5 0. Ford, > 1, Theorem 1 does not provide sufficiently fast rates for \/N-

con51stency of the ATT, estimator.

Remark 4 (Relaxing serial independence). Assumption 4 imposes serial independence of the
time-specific factors A, and residuals u;,. These conditions simplify the proof of Theorem 1
but may be stronger than needed.

In particular, these restrictions are used primarily to ensure that the sample pseudo-
distance d; ; is uniformly consistent for its population counterpart d; ;, and to derive its rate

of convergence. More precisely, the restrictions enable us to apply Bernstein-type inequalities

BBecause Ty is increasing with N, ¢ is likewise understood to be a sequence increasing with N so that ¢ > Tj.
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(forindependent random variables) to certain averages such as Tio Z | Uk Uiy and Z ;(co,)ﬂf(?

to characterize their uniform (over i and k) rates of convergence to their populatlon means.
Thus, one may invoke appropriate concentration inequalities for weakly dependent (rather

than serially independent) variables instead.

Remark 5 (Including additive time effects). Our assumptions do not rule out the possibility
that some of the time-factors enter the model additively. However, the pseudo-distance in (6)
is not invariant to these additive factors, and our stated formal results require that they satisfy
the same conditions we place on non-additive factors. However, by adjusting the pseudo-
distance we can eliminate additive time-effects entirely and thus avoid the need to place
any conditions on these objects. In particular, y, can follow an arbitrary (potentially strongly
dependent) process and be unbounded. To see this, suppose we include additive time-effects

¥ in model (2). That is, suppose that
Yi.(0) = ,U(O)(a’i, ) + e + Uiy

The time-effects can be eliminated (in the pre-treatment period) in the usual way, by simply
subtracting cross-sectional average outcomes. The corresponding sample and population

pseudo-distances that no longer depend on the additive effects y, can be constructed as

A

1 _
d; i = —max|(Yii7. — Yirs Yivrs — Yirr)l,
YT, kg{ij}K k,1:To 1:To»> Xi,1:Tg 11|

f U, D) = ) (i, ) = WO (), )d7y,

l j = sup
aeA

where Y17, := (£ 31, Yt & 2N, Yo oo . 28, Yiry) and f@) = [ 4O(e, Ddr, for m, the dis-
tribution of a;. One could adapt Theorem 1 (and the required assumptions) to apply with

the alternative sample and population pseudo-distances above.

3.2 Asymptotic normality

In this section, we apply well-established ideas from the literature on double machine learn-
ing to the studied setting and demonstrate that, under certain conditions, our ATT estimator
(with cross-fitting as specified in Algorithm 1) is VN-consistent and has a centered asymp-

totically normal distribution.
Theorem 2 (Asymptotic normality). Suppose that maxieiy) |pis — pis| = 0,(1), maxiepn |2 — u&| =

0,(1), and that max,cy, |(p,, bi. t)(u(o) (O))| =0 ( ”2). In addition, suppose that the number of
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folds K > 2 is fixed and, for each k, the size of fold I, grows at the same rate as the sample size, that

1

is, 5 — ¢k for some finite ¢, > 0. Then, under Assumptions 1-4, we have that for t > T,

VNATT, =

VN & (I =wi)Yipis + Wiy = pi,t)uﬁg)
Z itWir —

+0,(1),
I = pis ] b

Lt 53
in which case, if the usual conditions on the doubly robust ATT score y,, apply conditional on A,,'° we

obtain VN (ATT, - ATT,) /VV, 4N (0, 1), where V, is the usual asymptotic variance of the doubly

robust ATT estimator, i.e.,

A =wi)Yiupis + (wi; — pi,t)ﬂ(()) )

1 I
Vi= Ez[l//iz,z]’ Vi i= —— [Yi,tWi,z - 1 D = - Wi,tATTt
- Vit

E/[wi,]

The first result in Theorem 2 relates the estimate ATT, to an infeasible estimate in which
the first stage estimates of uf-f? and p;, are replaced by their true values. In particular, the
theorem states that under certain conditions, the difference between ATT, and the infeasible
estimate disappears strictly faster than N~'/2. It then follows from standard results that ATT,
is VN-asymptotically normal and centered at ATT,."”

The proof of Theorem 2 proceeds by similar steps to the results in Chernozhukov et al.
(2018) for DML2 estimators. A complicating factor is that, unlike in standard DML2 estima-
tion of the ATT, in our setting the estimates /ftl(.g) and p,, are constructed using the pseudo-
distance which includes outcome data for individual i in the pre-treatment period. That is,
unlike in standard DML2 ATT estimation, the first-stage estimates ﬁ§3> and p;, depend on
some of the outcome data from the fold that contains individual i, which requires a more
careful analysis. "

Theorem 2 requires not only that the first-stage estimates are uniformly consistent over the
sample, but also that the product of their estimation errors is uniformly o0,(N~'/?). A sufficient
condition, mentioned earlier in this section, is that each of these estimates converges strictly
faster than N~'/4. The theorem further requires that each fold grows at the same rate as the
sample size. This is satisfied if the number of folds is fixed and all of the folds are of equal
size. In recent work, Velez (2026) provides conditions under which DML2 estimates are
centered root-N asymptotically normal even if leave-one-out cross-fitting is applied, and so

it may be possible to weaken this condition on the fold size in Theorem 2.

'Namely, that for each 7, y;, is iid across i conditional on 4, with E,[?,] > ¢ and E[|¢;,[**] < ¢™' for a fixed
p>0and 0 < ¢ < co.

17Under the conditions of Theorem 2, V,/V, N 1, so the confidence interval in Algorithm 1 has asymptotic
coverage 1 — .

8In particular, it is straightforward to accommodate this dependence under the conditional serial indepen-
dence of the errors imposed in Assumption 4. The provided argument also naturally extends to the case when
the errors are weakly dependent.
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Remark 6 (Semiparametric efficiency). The score y;, in Theorem 2 is the well-known efficient
influence function for the ATT in cross-sectional settings with observed unit characteristics «;
(Hahn, 1998). Therefore, under the conditions of the theorem, our estimator achieves the
semiparametric efficiency bound for estimation of the ATT in the cross-sectional case with

observed «;, despite the fact that «; is latent in our framework.

4 Simulation Study

In this section, we illustrate the finite-sample properties of the proposed method in two sets of
numerical experiments. The first compares the proposed method with the workhorse two-
way fixed effects (TWFE) approach, both when the additive TWFE specification is correct
and when it is misspecified. The second compares the proposed method with the local PCA

method of Feng (2026) under the nonlinear data generating processes.

4,1 Simulation with Linear DGPs

The TWEFE approach is widely used in applied research and is designed to adjust for un-
observed additive individual and time fixed effects. In this section, we demonstrate that
the proposed method performs comparably well in settings in which the TWFE approach is
valid. We also show that the proposed method maintains good finite sample properties in a
more complicated setting in which the TWFE approach fails.

We consider a panel with individuals i = 1,...,N and time periods t = 1,...,T, where
N € {50,250}, the number of pre-treatment periods is T, € {50,250}, and T = T + 1, so that
there is exactly one post-treatment period. For the outcome we consider the following data

generating processes:

Model 1 (Additive fixed effects): Yii=a;+ 4, +05 - w, +uy,,

Model 2 (Interactive fixed effects): Y, = a;- A, + 0.5 - wi; + u;y,

where @; ~ Uniform(-1, 1), 4, ~ Uniform(-1, 1), and u;, ~ N(0,0.5%) are drawn independently
of one another and i.i.d. across i and ¢. The target estimand is the average treatment effect on
the treated in the post-treatment period, ATT; = 0.5. Models 1 and 2 are standard additive
and interactive fixed effects specifications.

The treatment assignment mechanism depends on unobserved latent characteristics for

each i, and the treatment occurs only in the final period. w;, = 0 for all + < Ty, and the
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propensity score for the last period p; s follows the model

exp(a;)

w;r | @; ~ Bernoulli(p; 7), = ———.
7| (pir) pir 1+ exp(a)

Because «; € [-1, 1], we have approximately p;r € [0.2689,0.7311], which satisfies the overlap
condition required for the proposed method.

We simulate 1000 replications from these models. In these simulations, we utilize the
Epanechnikov kernel, which satisfies the requirements of Theorem 1 and is defined as K(x) =
%(1 — x%) - 1{|x| < 1}. We use this kernel for both the outcome and propensity score imputa-
tions in our proposed method. Using this kernel, we compare the performance of different
methods: (i) TWFE; (ii) the local PCA method proposed by Feng (2026) with 5-fold cross-
validation for the choice of nearest neighbors;'”?" (iii) an infeasible doubly robust estimator in
which the pseudo-distance is replaced by the oracle ¢, distance between the true a’s; (iv) our
proposed method.

Two sample-splitting procedures are used for different purposes. Cross-fitting refers to the
sample splitting used when imputing the nuisance quantities ,&?} and p; r to control overfit-
ting in doubly robust estimation. Cross-validation refers to the choice of the bandwidth 4,
which is further implemented with grid search and evaluated via post-treatment period
squared prediction error of the imputed outcomes. Folds are drawn once per replication,
and since N can be quite small in some settings, redrawing is sometimes needed if any train-
ing set contains fewer than two treated or two control units.

In the numerical experiments, the bandwidth is selected between 0.05 and 5. In Tables 1
and 2, we report the 95% confidence interval coverage and other statistics across 1000 repli-
cations in our simulation for each outcome model and each method. Additionally, estimated
propensity scores close to one can generate large inverse-odds weights p;r/(1 — p;r) on un-
treated observations and hence very large estimates. Such replications are rare but heavy
enough to distort mean-based statistics, and the effect is more pronounced when N is small.
For this reason we report the median absolute error, the median of |estimate — true value|,

and the median confidence interval length rather than their means.

YThe implementation of the method proposed by Feng (2026) follows the replication files available on the
author’s website: https://github.com/yingjieum/replication-Feng_2026.

There are some minor numerical issues in the implementation of Feng (2026). During the simulation,
LocalPCA occasionally fails to produce estimates during certain replications. This issue occurred in fewer than
10 replications for each different simulation design across various N, T settings. Since the overall results are
not significantly affected by these minor errors and we prefer to maintain the original implementation, we
have decided to drop the NAs while averaging for the summary statistics. This also explains why some of the
coverage results are not multiples of 0.001. Also note that the proposed method’s implementation produced
no errors in any of the simulations’ replications.
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Table 1: Simulation results for Model 1 (additive fixed effects)

Local PCA Proposed Method
TWFE
(Feng, 2026) | W/ true @; Pseudo-Distance

Cross-Fitting LOO None 5-Fold
Bandwidth Selection LOO LOO 5-Fold
0 Median Abs. Err. | 0.0951 0.1359 0.1233 0.1160 0.1342

N=5
0 95% CI Coverage | 0.9500 0.8862 0.9580 0.9030  0.9480

Ty =5
Median CI Length | 0.5642 0.6065 0.6897 0.5490 0.7121
0 Median Abs. Err. | 0.0935 0.1340 0.1191 0.1067 0.1271

N=5
250 95% CI Coverage | 0.9450 0.8740 0.9540 0.8980  0.9560

Ty =25
Median CI Length | 0.5588 0.5919 0.7027 0.5568  0.7203
250 Median Abs. Err. | 0.0442 0.0508 0.0490 0.0475  0.0483

N =25
0 95% CI Coverage | 0.9440 0.9320 0.9570 0.9250  0.9450

Ty =5
Median CI Length | 0.2507 0.2736 0.2789 0.2608  0.2827
250 Median Abs. Err. | 0.0442 0.0539 0.0514 0.0498  0.0504

N =25
250 95% CI Coverage | 0.9590 0.9410 0.9580 0.9400 0.9520

Ty =25
Median CI Length | 0.2488 0.2713 0.2801 0.2617  0.2828

Notes: 1,000 replications were conducted in each setting, where the estimand is ATTy = 0.5. LOO and
5-fold denote leave-one-out and five-fold procedures, respectively, for cross-fitting or bandwidth
cross-validation as indicated by the corresponding row; the bandwidth is chosen from the grid by
minimizing post-period squared prediction error. If the selected bandwidth yields an empty kernel
neighborhood, the next larger grid value is used. "None" indicates no cross-fitting. Local PCA

follows the replication package of Feng (2026) with K chosen by 5-fold cross-validation.

For Model 1, the additive fixed effects model, the proposed method shows performance
similar to the two-way fixed effects method in terms of 95% confidence interval coverage,
whichis under an ideal data generating process for TWFE. Additionally, the proposed method,
which incorporates the pseudo-distance, effectively captures the distance between unob-
served latent characteristics, which is evinced by the performance of our method relative
to the oracle estimator which uses the true distance in the a’s. However, there is some loss of
efficiency when the sample size N is small. This efficiency loss could perhaps be mitigated
by increasing the number of folds or by using the leave-one-out procedure for bandwidth

selection.
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Table 2: Simulation results for Model 2 (interactive fixed effects)

Local PCA Proposed Method
TWFE
(Feng, 2026) | W/ true @; Pseudo-Distance

Cross-Fitting LOO None 5-Fold
Bandwidth Selection LOO LOO 5-Fold
0 Median Abs. Err. | 0.1725 0.1263 0.1189 0.1041  0.1228

N=5
0 95% CI Coverage | 0.8490 0.8999 0.9450 0.9110 0.9450

Ty =5
Median CI Length | 0.6780 0.5885 0.6290 0.5410 0.6415
0 Median Abs. Err. | 0.1724 0.1215 0.1108 0.1036  0.1163

N=5
250 95% CI Coverage | 0.8120 0.8899 0.9370 0.8920  0.9320

Ty =25
Median CI Length | 0.6728 0.5850 0.6337 0.5468  0.6432
250 Median Abs. Err. | 0.1644 0.0519 0.0485 0.0507  0.0512

N =25
0 95% CI Coverage | 0.4500 0.9410 0.9510 0.9250 0.9380

Ty =5
Median CI Length | 0.3014 0.2693 0.2687 0.2544  0.2704
250 Median Abs. Err. | 0.1501 0.0506 0.0498 0.0490 0.0504

N =25
250 95% CI Coverage | 0.5000 0.9390 0.9480 0.9300 0.9360

Ty =25
Median CI Length | 0.2991 0.2685 0.2690 0.2555  0.2692

Notes: Details are provided in the notes to Table 1.

For Model 2, the interactive fixed effects model, the TWFE estimator is misspecified. Its
median absolute error remains between roughly 0.15 and 0.17 regardless of the sample size,
while its confidence intervals shrink as N grows. As a result, the TWFE method’s coverage
deteriorates sharply with N. In contrast, the proposed method maintains coverage close to

the nominal level for all considered settings of N and 7.

4.2 Simulation with More Complex Nonlinear DGPs

We compare the performance of our approach with the method proposed by Feng (2026),
which, to the best of our knowledge, is one of the few available inferential methods for av-
erage causal effects in nonlinear factor models. In this subsection, we use the same data

generating processes employed in Feng (2026)*" but we consider different values of N and 7.

ZThe replication package of Feng (2026) was originally released in 2024 on the GitHub page. The author
later updated the package in 2026, making changes to both the simulation DGPs and the implementation of the
LocalPCA method. Since the 2024 version includes a wider variety of nonlinear DGPs, we retain the simulation
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The implementation is based on the replication code provided by the author. These numer-
ical exercises are designed to investigate how the methods that we consider perform under
relatively small sample sizes, which may be more typical of microeconomic applications.
Again, consider a large panel data setting with individuals labeled i = 1,..., N over time
periods t = 1,...,T, where N € {50,250, 1000} and T, € {50,250, 1000} with only one post-
treatment time period. Our target estimand is the counterfactual mean E[Y;7(0)lw;r = 1]
which is the object of interest in the simulations of Feng (2026). Estimation and inference
for this counterfactual mean can be carried out in a manner analogous to those for the ATT,.
As with the ATT,, one can plug our estimates of ME,(:) and p;, into the standard doubly robust

formulae.”” We consider the following DGPs for the untreated potential outcomes:

Model 3 (Nonlinear factor model):  Y;,(0) = (a; — 4,)* + u;,

Model 4 (Gaussian kernel): Yi,(0) = 0.1.1 75 CXp [—100(a,~ - /l,)z] + Uiy,
Model 5 (Exponential kernel): Y;(0) = exp (—10le; — A|) + u;,,

fort e {1, ..., Ty}. In the post-treatment time period, all three models follow

(0)
i

(1)

Yir(O)=a;+aj + & Yir(l) =2a;+a; + 1 + &ir

where the latent factors and outcome residuals are drawn independently by a; ~ Uniform(0, 1),
A; ~ Uniform(0, 1), u;; ~ N(0,0.5%), and sgf:) ~ N(0,1). Treatment is drawn independently
across individuals by w; r|a; ~ Bernoulli(p; r), with the propensity score given by

exp|(a; —0.5) + (a; - 0.5)?]
1+ exp [(@; — 0.5) + (; — 0.5)?]

pir

The design of the DGP ensures that approximately p;r € [0.4378,0.6792], which satisfies the
required overlap condition.

The three designs differ only in the function that generates the pre-treatment history. The
post-treatment outcome equations, the latent variables and the assignment mechanism are
the same. The comparison therefore isolates how the quality of the pseudo-distance depends

on the shape of the pre-treatment structure. Model 3 is a smooth polynomial factor model.

designs from that version. However, the LocalPCA implementation follows the exact same code as the most
up-to-date 2026 paper and package. We also set the standard deviation of the pre-treatment disturbance to
o = 0.5, so that the pre-treatment signal-to-noise ratio is more favorable to all methods; results with o = 1 are
qualitatively similar.

2To be precise, in this case the relevant estimator is 0, = NL” Zfi, Yiwis — ATT, and the variance estimate is

N N [ A=widYiepitOwi=piofty)
N, Zi=i [
the mean post-treatment outcome among treated units minus the estimated treatment coefficient, with standard
errors based on the influence function of this difference.

2
- w,-,,e,) . For TWEFE, here and in Section 5, we estimate the counterfactual mean as
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Models 4 and 5 are Gaussian- and exponential-kernel designs, which are harder to approxi-
mate. A similar simulation design is also used in Fernandez-Val et al. (2021).

The results are provided in Tables 3, 4, and 5 below.”> We consider the same methods
and report the same statistics as for the previous numerical experiments. The number of
replications is 1000.

In general, the proposed method provides good coverage across different sample sizes.
Specifically, the configuration using five-fold cross-fitting (and five-fold cross-validation)
generally delivers confidence interval coverage closer to the nominal level than the configu-
ration without cross-fitting (and with leave-one-out cross-validation).

In Models 3, 4, and 5, the proposed method with five-fold cross-fitting achieves lower
median absolute error than local PCA in 19 of the 27 designs, while delivering substantial
improvements in confidence interval coverage in several settings. The coverage advantage
is particularly pronounced when N is small or the pre-treatment history is short relative to
N. For N = 50, local PCA has coverage below 90% in every design, whereas the proposed
method attains coverage between 91.8% and 94.4%, accompanied by longer confidence inter-
vals. In Model 5 with N = 1000 and Ty = 50, the proposed method reduces median absolute
error by approximately 30% relative to local PCA, from 0.0589 to 0.0413, while increasing cov-
erage from 79.5% to 92.3%. Also note that the proposed method delivers these gains while
estimating propensity scores nonparametrically, whereas local PCA uses local logistic regres-
sion with the same link function as the treatment assignment mechanism in the DGP. Across
all reported designs, the proposed method’s coverage is within three percentage points of
the nominal 95% level in all but two cases, both of which occur in Model 3.

In summary, these simulations demonstrate that the proposed method performs compa-
rably to TWFE when the additive TWFE specification is correct and continues to provide reli-
able inference in nonlinear settings where TWFE exhibits substantial undercoverage. Across
the nonlinear designs, the proposed method often improves on local PCA in median absolute
error and delivers substantial coverage gains in several settings, particularly when the cross-
sectional sample size is small or the pre-treatment history is short relative to it. These results
demonstrate that the proposed method combines simplicity with frequent gains in estima-

tion accuracy and substantial improvements in coverage relative to the competing methods.

ZNote that the oracle benchmark uses the true individual factors @; and post-treatment data. Within each
model and for each fixed N, we use the same random seeds in corresponding replications to generate the indi-
vidual factors, treatment assignments, and post-treatment potential outcomes across all Ty settings. Since the
benchmark does not use the pre-treatment history, its reported results remain identical as T, varies within each
N block of a given table.
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Table 3: Simulation results for Model 3 (nonlinear factor model)

TWEE Local PCA Proposed Method

(Feng, 2026) | W/ true @; Pseudo-Distance
Cross-Fitting LOO None  5-Fold
Bandwidth Selection LOO LOO  5-Fold
N = 50 Median Abs. Err. | 0.1992 0.2147 0.1832 0.1751  0.2004
T - 50 95% CI Coverage | 0.8740 0.8699 0.9330 0.8240 0.9180
- Median CI Length | 0.8896 0.9498 1.0547 0.7292  1.0744
N = 50 Median Abs. Err. | 0.2013 0.1916 0.1832 0.1666  0.2010
T - 250 95% CI Coverage | 0.8720 0.8760 0.9330 0.8550  0.9410
- Median CI Length | 0.8854 0.9552 1.0547 0.7823  1.0964
N = 50 Median Abs. Err. | 0.2017 0.1945 0.1832 0.1744  0.1938
T __1000 95% CI Coverage | 0.8750 0.8899 0.9330 0.8730  0.9420
' Median CI Length | 0.8857 0.9487 1.0547 0.8148  1.0959
N = 250 Median Abs. Err. | 0.1716 0.0884 0.0754 0.0840  0.0841
T __ 50 95% CI Coverage | 0.6430 0.9160 0.9580 0.8950  0.9380
0~ Median CI Length | 0.4119 0.4264 0.4353 0.3729  0.4289
N = 250 Median Abs. Err. | 0.1706 0.0752 0.0754 0.0761  0.0838
T __ 250 95% CI Coverage | 0.6420 0.9400 0.9580 0.9150 0.9540
' Median CI Length | 0.4103 0.4299 0.4353 0.3845  0.4485
N = 250 Median Abs. Err. | 0.1707 0.0745 0.0754 0.0744  0.0746
T __ 1000 95% CI Coverage | 0.6420 0.9390 0.9580 0.9260 0.9540
0~ Median CI Length | 0.4103 0.4317 0.4353 0.3969  0.4382
N = 1000 Median Abs. Err. | 0.1633 0.0462 0.0378 0.0423  0.0412
T_— 50 95% CI Coverage | 0.1490 0.8910 0.9660 0.8790  0.9090
- Median CI Length | 0.2060 0.2109 0.2130 0.1939  0.2094
N = 1000 Median Abs. Err. | 0.1635 0.0383 0.0378 0.0371  0.0367
T __ 250 95% CI Coverage | 0.1360 0.9540 0.9660 0.9410 0.9590
0T Median CI Length | 0.2055 0.2132 0.2130 0.2009  0.2160
N = 1000 Median Abs. Err. | 0.1630 0.0382 0.0378 0.0375  0.0369
T : 1000 95% CI Coverage | 0.1420 0.9630 0.9660 0.9520  0.9620
°~ Median CI Length | 0.2054 0.2139 0.2130 0.2020  0.2109

Notes: 1,000 replications were conducted in each setting, where the estimand is E[Y;7(0) | w;r = 1]

with a true value around 0.9145. LOO and 5-fold denote leave-one-out and five-fold procedures,

respectively, for cross-fitting or bandwidth cross-validation as indicated by the corresponding row;

the bandwidth is chosen from the grid by minimizing post-period squared prediction error. If the

selected bandwidth yields an empty kernel neighborhood, the next larger grid value is used. "None"

indicates no cross-fitting. Local PCA follows the replication package of Feng (2026) with K chosen

by 5-fold cross-validation.
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Table 4: Simulation results for Model 4 (Gaussian kernel)

TWEE Local PCA Proposed Method

(Feng, 2026) | W/ true @; Pseudo-Distance
Cross-Fitting LOO None  5-Fold
Bandwidth Selection LOO LOO  5-Fold
N = 50 Median Abs. Err. | 0.2104 0.2405 0.1832 0.1812  0.2410
T : 50 95% CI Coverage | 0.8680 0.8679 0.9330 0.8330  0.9310
- Median CI Length | 0.9113 1.0565 1.0547 0.8092  1.2549
N = 50 Median Abs. Err. | 0.2052 0.2865 0.1832 0.1822  0.2427
T __250 95% CI Coverage | 0.8570 0.8529 0.9330 0.8420  0.9440
0T Median CI Length | 0.8875 1.0731 1.0547 0.8131  1.2789
N = 50 Median Abs. Err. | 0.2063 0.2567 0.1832 0.1738  0.2388
T __1000 95% CI Coverage | 0.8550 0.8627 0.9330 0.8470  0.9420
0~ Median CI Length | 0.8846 1.0406 1.0547 0.8094  1.2360
N = 250 Median Abs. Err. | 0.1803 0.0829 0.0754 0.0753  0.0841
T __ 50 95% CI Coverage | 0.6040 0.9350 0.9580 0.9310  0.9660
- Median CI Length | 0.4186 0.4404 0.4353 0.4116  0.4813
N = 250 Median Abs. Err. | 0.1810 0.0820 0.0754 0.0762  0.0814
T - 250 95% CI Coverage | 0.6010 0.9440 0.9580 0.9470  0.9660
' Median CI Length | 0.4118 0.4405 0.4353 0.4140  0.4689
N = 250 Median Abs. Err. | 0.1824 0.0773 0.0754 0.0751  0.0761
T - 1000 95% CI Coverage | 0.5930 0.9430 0.9580 0.9470  0.9610
. Median CI Length | 0.4096 0.4445 0.4353 0.4140  0.4630
N = 1000 Median Abs. Err. | 0.1704 0.0384 0.0378 0.0382  0.0380
T_— 50 95% CI Coverage | 0.1230 0.9610 0.9660 0.9560  0.9660
. Median CI Length | 0.2096 0.2150 0.2130 0.2105  0.2203
N = 1000 Median Abs. Err. | 0.1745 0.0393 0.0378 0.0378  0.0385
T __ 250 95% CI Coverage | 0.1060 0.9580 0.9660 0.9620  0.9620
' Median CI Length | 0.2064 0.2160 0.2130 0.2104  0.2178
N = 1000 Median Abs. Err. | 0.1730 0.0394 0.0378 0.0371  0.0367
T : 1000 95% CI Coverage | 0.0960 0.9560 0.9660 0.9620  0.9640
0~ Median CI Length | 0.2055 0.2168 0.2130 0.2101  0.2167

Notes: Details are provided in the notes to Table 3.

27



Table 5: Simulation results for Model 5 (exponential kernel)

TWEE Local PCA Proposed Method

(Feng, 2026) | W/ true @; Pseudo-Distance
Cross-Fitting LOO None  5-Fold
Bandwidth Selection LOO LOO 5-Fold
N = 50 Median Abs. Err. | 0.2005 0.1988 0.1832 0.1868  0.1979
T : 50 95% CI Coverage | 0.8620 0.8730 0.9330 0.8040  0.9240
- Median CI Length | 0.8850 0.9312 1.0547 0.7206  1.0791
N = 50 Median Abs. Err. | 0.2003 0.2001 0.1832 0.1883  0.2128
T __250 95% CI Coverage | 0.8620 0.8769 0.9330 0.8210  0.9380
0= Median CI Length | 0.8818 0.9294 1.0547 0.7457  1.2056
N = 50 Median Abs. Err. | 0.1997 0.1881 0.1832 0.1727  0.2100
T __1000 95% CI Coverage | 0.8610 0.8879 0.9330 0.8640 0.9390
0~ Median CI Length | 0.8816 0.9205 1.0547 0.8073 1.1289
N = 250 Median Abs. Err. | 0.1788 0.0942 0.0754 0.0835  0.0869
T __ 50 95% CI Coverage | 0.6080 0.8800 0.9580 0.8490 0.9270
0= Median CI Length | 0.4100 0.4189 0.4353 0.3565  0.4505
N = 250 Median Abs. Err. | 0.1781 0.0804 0.0754 0.0797  0.0857
T B 250 95% CI Coverage | 0.6140 0.9340 0.9580 0.9040 0.9550
0= Median CI Length | 0.4083 0.4198 0.4353 0.3729  0.4812
N = 250 Median Abs. Err. | 0.1783 0.0781 0.0754 0.0733  0.0751
T B 1000 95% CI Coverage | 0.6040 0.9230 0.9580 0.9360 0.9630
0= Median CI Length | 0.4079 0.4132 0.4353 0.4033  0.4400
N = 1000 Median Abs. Err. | 0.1695 0.0589 0.0378 0.0425  0.0413
T_— 50 95% CI Coverage | 0.1180 0.7950 0.9660 0.8670  0.9230
0= Median CI Length | 0.2053 0.2069 0.2130 0.1858 0.2178
N = 1000 Median Abs. Err. | 0.1712 0.0405 0.0378 0.0379  0.0395
T __ 250 95% CI Coverage | 0.1100 0.9350 0.9660 0.9420 0.9650
0= Median CI Length | 0.2047 0.2090 0.2130 0.1963  0.2238
N = 1000 Median Abs. Err. | 0.1710 0.0397 0.0378 0.0366  0.0367
T : 1000 95% CI Coverage | 0.1090 0.9460 0.9660 0.9540 0.9620
0= Median CI Length | 0.2045 0.2073 0.2130 0.2063 0.2114

Notes: Details are provided in the notes to Table 3.
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5 Empirical Illustration

To evaluate the proposed method in settings that resemble real-world applications, we con-
duct an empirically calibrated simulation. We estimate the factors and loadings, fit the data
nonparametrically, and then generate the panel by resampling from the estimated objects.
This approach ensures that the generated panels reflect the underlying structure, hetero-
geneity, and noise levels of genuine data, while still allowing us full control over the sample

size and potential smoothness.

5.1 Data

We calibrate the simulation to the Walmart weekly-sales panel used by Abadie and Zhao
(2026), where the data are originally from Prakash (2023). The balanced panel records
the weekly sales of N = 45 Walmart stores over T = 143 consecutive weeks, running from
February 5, 2010, through October 26, 2012. The outcome variable is store-level weekly sales.
After removing additive store and week fixed effects, the residualized panel retains a low-
dimensional index and an empirical noise distribution; these are the features the calibrated
DGP is designed to inherit. Note that since there is no treatment implemented in the actual
data, the treatment mechanism for our simulation will be manually set up later. The data are
standardized before the empirically calibrated panels are constructed, and we further denote

this standardized outcome as Y;,.

5.2 Empirically Calibrated Data Generating Process

The DGP is calibrated nonparametrically in four steps: (i) estimate the additive fixed ef-
fects and the low-rank components; (ii) resample new individual-level factors and select the
desired-length time-level loadings; (iii) fit the new factors back to outcomes nonparametri-
cally and add resampled error terms; and (iv) assign treatment through a propensity score

that depends on the latent features. A detailed description of each step is provided below.

Step (i) Extract factors: In a real-world scenario, although traditional two-way fixed effects
often account for a significant portion of the variation, some variation is still explained by
the nonlinear combination of remaining factors. To reflect this, we first remove additive two-
way fixed effects @; and A, from the standardized outcome ¥;,. Then with the remaining
outcome ¥;, := ¥;,—a;—- 4, following Bai (2003), we estimate R factors and loadings, @ € RVXR

and 1 € RT*R and these extracted latent factors are the estimated low-dimensional indices
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used to calibrate the subsequent nonparametric outcome model. In this simulation, we set
our number of factors to be R = 1. Note that the additive fixed effects @; and A, are used
only to isolate the remaining potentially nonlinear structure. As the original sales data are
heavily driven by store fixed effects and seasonal effects, and the purpose of this empirically
calibrated simulation is to study how the proposed method can further handle the nonlinear

structure, we do not add those additive fixed effects back to the simulated panel.

Step (ii) Sample new factors: For a target panel of dimensions N x T, new individual factors
This produces a smooth analogue of the empirical distribution that supports arbitrary cross-
sectional sample sizes N, while still preserving the empirical co-movement between factors
when R > 1 is used.

As it is more difficult to extrapolate the time dimension, here we only consider the T' <
T = 143 setting. Rather than resampling the time dimension, we simply select T equally
spaced calendar weeks from the original panel: simulated period ¢ is mapped to the original
week 7(¢) := round(t- T/ T) fort =1,...,T. The simulated time dimension therefore inherits
the empirical time profile directly, including seasonality and trends, without a separately

drawn time factor. Note that 7(T) = T = 143, so the last simulated period corresponds to the

same calendar week in every T setting. In sum, the new individual factors are @ € RV*¥.

Step (iii) Fitting the outcome nonparametrically: With the empirically sampled factors, to
generate the new outcome Y;,(0) for i € {1,...,N} and 7 € {1, ..., T}, we then fit the outcome Y;,

nonparametrically:

g Kh (&J - (l,’) . YJ’T(,;)

J=1

Yi/(0) = - + Uiy
N ~
Z Kh (a i a!,') sampled from residuals
=1
=t m(a;,7(1))

In the kernel regression part, the product Epanechnikov kernel is used:

R

Kw=]] % (1= fn ) - 1 /0 < 1],

r=1
The bandwidth in each dimension follows a rule of thumb 4, = ¢-s,- N"V/®¥ forr=1,...,R,
where s, is the sample standard deviation of the r-th loading, N = 45 is the number of original

stores, and c is a tuning constant that indexes the calibration regimes below. The shocks

2Here, we use the Epanechnikov kernel via R package kernelboot: : rmvk, where each draw equals a uni-
formly resampled element of & plus Epanechnikov noise scaled by the package’s default rule-of-thumb band-
width.
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u;, are sampled uniformly and independently (with replacement) from the pooled fitted

residuals Y;; — f(d,, k) across all original stores ¢ and weeks k.

Step (iv) Treatment assignment mechanism and estimand: Since no treatment happened
in the actual data, here, we generate a simple mechanism. Treatment is confined to a single
period, the last one, with the first T — 1 =: T, periods serving as the pre-treatment time
periods. Assignment is governed by a propensity score that is logistic in the latent individual
factors p; = 1/ [1 + exp(—a . Zf: | a,-,r)] where we set a = 2.5 so that the propensity scores lie
approximately in [0.3,0.7]. In this simulation study, no treatment effect is injected into the
outcome. The target estimand is the counterfactual control mean for the treated units in the
period T, E[Y;7(0) | wir = 1].

Two calibration regimes of smoothness: The constant ¢ in the kernel regression controls
how smooth the nonparametric structure is. A small ¢ yields a small bandwidth, inducing

fast singular-value decay. Here, we generate two settings for every sample size,
Setting 1 (fast decay): ¢ = 2.5 Setting 2 (slow decay): ¢ = 6

Figure 1 reports the singular value spectra of the two calibrated regimes from one replication

alongside the residualized original data. In the figure, all spectra are normalized so that the

1.0

— 3 ® Setting 1: Fast SV Decay
H ® Setting 2: Slow SV Decay
® Original Data (remove TWFE)

Singular value
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Figure 1: Singular Value Spectra

Notes: Each line is normalized by its own largest singular value. Settings 1 and 2 are single calibrated panels of
dimension N = 45 by T = 143 from one replication. The green line represents the original Walmart panel after

standardization and removal of additive store and week effects.

largest singular value equals one. Setting 1 falls sharply after the first component and then
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declines slowly; the residualized Walmart panel falls more gradually over the first few com-
ponents but continues to decline, so that beyond roughly the sixth component it sits below
Setting 1. Setting 2 remains well above both across the entire spectrum. The mechanism is
that a smaller calibration bandwidth produces a closer fit and hence smaller resampled resid-
uals. Therefore, in Setting 1 the fitted component accounts for a larger share of the variation,
whereas in Setting 2 the resampled noise dominates. We use these two settings to compare

the estimators across panels whose singular values decay at visibly different rates.

5.3 Results

We vary the size of the panel dimensions over N € {50, 100, 200} and T € {50, 100, 143}. Tables
6 and 7 report the results for the fast- and slow-decay regimes. In this empirical illustration,
the bandwidth input for the proposed method is selected between 0.01 and 9.

The oracle benchmark that uses the true loading attains coverage between 0.921 and 0.957
under fast singular value decay and between 0.920 and 0.956 under slow singular value de-
cay. The proposed estimator with the pseudo-distance performs very closely to this infeasible
benchmark, with coverage between 0.923 and 0.954 and between 0.919 and 0.953, respec-
tively. The configuration using five-fold cross-fitting and five-fold cross-validation again de-
livers coverage closer to the nominal level. The configuration without cross-fitting and with
leave-one-out cross-validation yields shorter intervals and exhibits greater undercoverage,
with coverage as low as 0.872; the coverage gap between the two configurations reaches five
percentage points at N = 50 and narrows as N grows.

Under fast singular value decay, TWFE covers only 0.767-0.790 at N = 200, which sug-
gests its bias may be large relative to its standard error. Local PCA does not suffer from
this problem but undercovers in the smaller panels, with coverage between 0.877 and 0.890
at N = 50, and reaches approximately 0.934 at N = 200. Under slow singular value decay,
all three feasible estimators perform much more similarly: at N = 200, TWFE covers 0.912-
0.939 and local PCA 0.912-0.939. Taken together, the proposed estimator is close to the ora-
cle benchmark across all reported designs, while the configuration without cross-fitting and
with leave-one-out cross-validation generally produces shorter intervals and greater under-

coverage, especially for smaller N.
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Table 6: Empirically calibrated simulation results (fast singular-value decay)

TWEE Local PCA Proposed Method

(Feng, 2026) | W/ true @; Pseudo-Distance
Cross-Fitting LOO None  5-Fold
Bandwidth Selection LOO LOO  5-Fold
N = 50 Median Abs. Err. | 0.0224 0.0210 0.0201 0.0191  0.0200
T : 50 95% CI Coverage | 0.9010 0.8820 0.9450 0.9030  0.9480
- Median CI Length | 0.1023 0.1055 0.1124 0.0944 0.1146
N = 50 Median Abs. Err. | 0.0247 0.0220 0.0206 0.0202  0.0223
T __100 95% CI Coverage | 0.8490 0.8770 0.9210 0.8720  0.9230
B Median CI Length | 0.1046 0.1041 0.1117 0.0950  0.1143
N =50 Median Abs. Err. | 0.0218 0.0226 0.0198 0.0196  0.0214
T __143 95% CI Coverage | 0.8950 0.8900 0.9460 0.8880  0.9300
- Median CI Length | 0.1016 0.1036 0.1126 0.0943  0.1157
N = 100 Median Abs. Err. | 0.0183 0.0157 0.0146 0.0148  0.0151
T_— 50 95% CI Coverage | 0.8470 0.9080 0.9250 0.9010 0.9240
- Median CI Length | 0.0756 0.0764 0.0789 0.0704  0.0794
N = 100 Median Abs. Err. | 0.0189 0.0174 0.0150 0.0151  0.0152
7 : 100 95% CI Coverage | 0.8380 0.9110 0.9330 0.9070  0.9370
B Median CI Length | 0.0755 0.0777 0.0783 0.0703  0.0806
N = 100 Median Abs. Err. | 0.0187 0.0154 0.0143 0.0139  0.0149
7 : 143 95% CI Coverage | 0.8550 0.9260 0.9400 0.9210  0.9420
B Median CI Length | 0.0751 0.0777 0.0792 0.0716  0.0802
N = 200 Median Abs. Err. | 0.0154 0.0097 0.0092 0.0091  0.0096
T_— 50 95% CI Coverage | 0.7900 0.9340 0.9570 0.9360 0.9540
- Median CI Length | 0.0548 0.0552 0.0563 0.0518  0.0558
N = 200 Median Abs. Err. | 0.0170 0.0099 0.0094 0.0095  0.0098
T : 100 95% CI Coverage | 0.7700 0.9370 0.9480 0.9290  0.9440
- Median CI Length | 0.0542 0.0552 0.0561 0.0520  0.0557
N = 200 Median Abs. Err. | 0.0173 0.0098 0.0100 0.0095  0.0098
T : 143 95% CI Coverage | 0.7670 0.9340 0.9510 0.9280  0.9360
B Median CI Length | 0.0536 0.0553 0.0560 0.0516  0.0558

Notes: 1,000 replications were conducted in each setting, where the estimand is E[Y;7(0) | w;r = 1],

which is numerically approximated once per setting using 200,000 Monte Carlo draws of the noise-

less calibrated regression function (values ~ 0.008). LOO and 5-fold denote leave-one-out and

five-fold procedures, respectively, for cross-fitting or bandwidth cross-validation as indicated by

the corresponding row; the bandwidth is chosen from the grid by minimizing post-period squared

prediction error. If the selected bandwidth yields an empty kernel neighborhood, the next larger

grid value is used. "None" indicates no cross-fitting. Local PCA follows the replication package of

Feng (2026) with K chosen by 5-fold cross-validation.
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Table 7: Empirically calibrated simulation results (slow singular-value decay)

TWEE Local PCA Proposed Method

(Feng, 2026) | W/ true @; Pseudo-Distance
Cross-Fitting LOO None  5-Fold
Bandwidth Selection LOO LOO  5-Fold
N =50 Median Abs. Err. | 0.0211 0.0248 0.0215 0.0204  0.0204
T : 50 95% CI Coverage | 0.9360 0.9000 0.9420 0.9200 0.9440
- Median CI Length | 0.1152 0.1229 0.1242 0.1092  0.1255
N =50 Median Abs. Err. | 0.0248 0.0277 0.0248 0.0243  0.0251
T __100 95% CI Coverage | 0.8890 0.8700 0.9200 0.8820  0.9220
- Median CI Length | 0.1131 0.1220 0.1252 0.1100  0.1254
N = 50 Median Abs. Err. | 0.0213 0.0249 0.0217 0.0215  0.0224
T __143 95% CI Coverage | 0.9330 0.8800 0.9480 0.9130  0.9490
- Median CI Length | 0.1139 0.1200 0.1236 0.1091  0.1255
N = 100 Median Abs. Err. | 0.0159 0.0173 0.0160 0.0155  0.0160
T_— 50 95% CI Coverage | 0.9240 0.9090 0.9340 0.9100  0.9340
- Median CI Length | 0.0846 0.0881 0.0873 0.0807  0.0874
N = 100 Median Abs. Err. | 0.0156 0.0175 0.0170 0.0164  0.0160
T : 100 95% CI Coverage | 0.9180 0.9180 0.9320 0.9190  0.9340
B Median CI Length | 0.0857 0.0895 0.0892 0.0832  0.0894
N = 100 Median Abs. Err. | 0.0162 0.0178 0.0158 0.0159  0.0166
T : 143 95% CI Coverage | 0.9460 0.9140 0.9560 0.9390  0.9530
B Median CI Length | 0.0857 0.0899 0.0897 0.0831  0.0898
N = 200 Median Abs. Err. | 0.0123 0.0122 0.0118 0.0114  0.0121
T_— 50 95% CI Coverage | 0.9390 0.9390 0.9470 0.9340  0.9430
- Median CI Length | 0.0625 0.0636 0.0629 0.0602  0.0626
N = 200 Median Abs. Err. | 0.0116 0.0120 0.0107 0.0111  0.0114
T : 100 95% CI Coverage | 0.9200 0.9300 0.9430 0.9310  0.9350
- Median CI Length | 0.0613 0.0645 0.0625 0.0602  0.0625
N = 200 Median Abs. Err. | 0.0126 0.0132 0.0115 0.0118  0.0120
T : 143 95% CI Coverage | 0.9120 0.9120 0.9210 0.9140 0.9190
B Median CI Length | 0.0618 0.0641 0.0632 0.0606  0.0629

Notes: Details are provided in the notes to Table 6.
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Online Appendix

A Proofs

A.1 Supporting Lemmas

Lemma A.1 (Rate of Convergence for the Pseudo-Distance Estimator). Suppose Assumption

4 holds and % — 0. Then

. log(N)  (log(N)\a
s ] -0, | L22. (2200

Proof of Lemma A.1. By Assumptions 4 (i) we can write d, ; as follows:

d;j = sup

areA

To
1
N Z E[,U(O)(Olk, /lt)(/J(O)(a'ia ) - #(0)(011', ), aj, al|-
O :

We further denote the oracle distance d; ;, which will be helpful throughout the proof, as

i,jr

follows:

d;; := max
keli, j}

- Z ﬂ(O) (0) (0))
0

The proof is then separated into two parts: (i) the rate of convergence from d;  to d; ; and (ii)

the rate of convergence from d; ; to d ;.

From d;; tod;; By applying the reverse triangle inequality and multiplying out, we derive

the max difference between estimated distance and oracle distance as

max 1 jT Ji,j|
l’.]
0 0 0 0), (0 0
= max |max (— Z(,u( )+ uy t)(,u( ) /Jit) + Ui, — uj,)| — max Z,u( ) ( ) ,ug.t))
ij |keli gt | T, keliy | T ?
1 n,
0) ) )
< max —Z[u (( )+ (u u~)+u (u‘—w ] 11
ik ketig) | To &= Pl ™ Hja ) Fa Ve = Bia) 7 ke { ]’t) (1)

By (2) and Assumption 4 (iii), there exist constants C, a, and b, so that for any n > 0,

1
P[
Ty

To see this, note that the independence conditions in Assumption 4 (iii) imply that for any

To

D ) = ) + sy = ) + ey = )|

=1

a+bn

>nJ < Cexp(— Tor ) (12)

t < Tpand any r and [ with [ # rin {i, jk}, u,, AL a;, {As)sne

@,, 4, which in turn implies

BThis and the other conditional independencies in this paragraph can be derived from the two conditional
independence restrictions in 4 (iii) by repeated application of the rule A 1L B,C|D = (A 1L B|C,Dand A 1L
B|D), and the rule (A 1L B|C,D and A 1L C|D) = A 1 B, C|D, for any random variables A, B, C, D.
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Elu,|a;, a,, {/ls}sTil] = Elu,/a,, ;] and this is zero by (2), and so E[u,|a;, @, {/ls}sTil] = 0. Ad-

ditionally, by Assumption 4 (iii), u,, 1L ul,,| a,, {/ls}fil. Moreover, by Assumption 4 (iv),

/Jf?), ,ugot), and ,u(o) are bounded. By Assumption 4 (iii), for each t < Ty and r,l € {i, j, k},

(Wygs ) L {(uys, u,,s)}fs‘:ﬂ a,, ap, {4 } ,»and u,, is sub-Gaussian conditional on «,, ;, and {4 } o

Thus, from the Bernstein inequahtles in Lemma A.8, we get that there exist constants C, a,

and b, so that for any n > 0,

To .

1 c T

o, 7 ; - B

P[ ?O - ukt/Jr[ 8 | ay, A, {/lt}t:O] S g eXp —a n bn ,F = l,]
C Ton? ‘

P( Z,Ll(o)urt > g | @ @ {30 | < 6 P _%7 e

T() .

1 n T, C TOTI .

P( T—O ; uk,tur,t > 8 | Ay, A, {/lt}tzol S g eXp _a " bn r=i J

These inequalities hold for some a, b, and C by the Bernstein bounds in Lemma A.8. Apply-
ing the law of iterated expectations to integrate out the factors, and then using the triangle
inequality and the union bound yields (12).

By taking the union bound and (11), we then get from (12) that

Pmax |cf~ —d; | >n|< N*Cexp|- Tor
it B a+bn)

Malog(N log(N
Setn = , /%() for some fixed M > 3, in which case by O%f ) — 0, we have p — 0. Then
0

0

by the above inequality

A ~ /M log(N
P[max |d,',j—di’,'| > &() <
ij ‘ To

and so we conclude that

-M
Cexp((3 Ya + 3b771

g og(N)) -0

max |d;; — d; ;| = O,
l,]

log(N)
T, |

From d;; to d;; By the triangle inequality and reverse triangle inequality, the maximum

difference between the population and oracle distances satisfies

max |d; ; — dj |
L]

To Ty
1 1
((ON(] ) O (,,0 (0)
< max |— E =) - Bl — E . Qa4 13
Likketig) | To & Hies (ﬂ”’ 'uf’t) Ty & s ('u”’ )l i (13)
] &
0 0 0
sup B g 1O, ) ( f,)—,uﬁ,))lai,aj}
aeA
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i,j
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We first derive the rate for (13). By Assumption 4, conditions (i) and (iv), the vectors
(yg), ,uff, ,u,(ft)) are uniformly bounded and independent across ¢, conditional on «;, @, . There-
fore, by the Bernstein inequality for bounded random variables (Lemma A.5), there are pos-

itive constants C, a, and b, uniform in i, j, k, N, T, such that, for any n > 0,

T
P[ Tio Zol [“l(coz) (Mﬁ? B '“58)) —-E [Mzioz) (ﬂg) - #5?,)) | a;, ), ak]] >n|a, e, ak)
t=1
<Cexp (_anZy) )

Integrating out the individual factors gives

Ty
P[ T D () = B[ (4 -2 || > ”]
t=1
< Cexp (_aTin;n) '

Applying the union bound over at most N° triples yields

To

o S ) B [ (1 )

P| max
Liki kel | To 4=

:

Set n = y/Malog(N)/T, for some fixed M > 3. Since log(N)/T, — 0, we have n — 0, and the

Tor®
<CN? - i
exp( a+ bﬂ)

last bound becomes

Ma
C 3 - log(N 0.
w355, s
Consequently,
1 &
O (, ) ) o (,,0 _ (O o
i,j,gcrzllfle){(i,j} FO ; [:uk,t (/11',1 - :uj,;) -E [:uk,t (,u,',; ,uj,,) | @, aj, a’k”
log(N)
=0 — .
P TO

We next derive the rate for (14). The terms with i = j are zero, so it suffices to consider

distinct pairs. By the reverse triangle inequality, boundedness of u©, and the Lipschitz con-
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dition in Assumption 4(iv), there is a constant C such that

[ Z/ﬁ‘”(a ) (1) - u§‘1>)|a,-,a,-]

sup
€A
max
i)
(0) (0) (0)
— max Z Q;, a;,
kkeéu} ,Ll , )l i»j k}
To
1 0 0
< max su mlnE—Z (0)04/1 Oy, A O _ () a;, a;,Q
i#j aezpke{u} To pu ( (@A) = p e l))( )l PEpTE

< C'max sup min [l& — ayll.
#j qeq kelij)

Define

R( ? .= max sup min || — axll.
#j  qeq keli,j}

By the small-ball condition in Assumption 4(i), for all sufficiently small > 0, there is a
deterministic n-covering of A with centres {@,}/_, ¢ Aand J < Cp~*%. The triangle inequality
therefore gives

R( ? <+ max max min ||@, — all.
i#j  te[J] keli,j}

The same small-ball condition implies that there exist § > 0 and ¢ > 0 such that, for every
aeAand0<e<g,

P(lla — ail| > €) < 1 — §e.

For each fixed pair i # j and each ¢ € [J], independence of the individual factors gives
P{min [|a, — axll > € P(||@, — ax]| > €
(ke{ e = audl ) k];[j} (lae - adl > ©

< (1 - 8e™)N 2,
Taking a union bound over both the excluded pairs and the covering centres, we obtain

P(R;z) >n+ 6) <P (max max min ||@, — || > e)
i#j  Cel]] keli,))

< Z Z (mln la, — a;ll > e)
i#j (=1

< CN* (1 = e )2,
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for some fixed M > d,+2. For all sufficiently large N, these radii lie within the ranges required

above, and

_ Mlog(N-2) )“

(-2) 2 dy
P(Ry? > ny + ey) < CN*(N - 2) (1 N5

< CN*(N = 2)%M 0.

Since ny = o(ey) for d, > 1, it follows that

: log(N) '
max sup min |la — ;|| = O, || —— .
i%] aeg ketli.j) lor = el = O, (( N )

Combining the bounds for (13) and (14) with the preceding bound for max,  |d;; — d;l,
and applying the triangle inequality, we conclude that

log(N) (1og<N>)”d“
Ty N ’

max |d; ; - d; | = O,
L]
O

Lemma A.2. Under Assumption 4 (vi), there exists a ¢ > 0 so that for all sufficiently large Ty and

a1,y € A:

sup | f 1O, Dy, ) = f (@, D)d77, (V)| > cllay - aal.
a€A Aesupp(d)

Proof of Lemma A.2. By Assumption 4 (vi), there exists a constant ¢, > 0 such that

() f (O (ay, ) — uO(az, 1))’ drr, ()
Aesupp(A)
< sup| f 1O, ) (1 (a1, ) = 1, D) ditr, (D),
Aesupp(d)

and the object on the LHS is bounded below by ¢, v/cilla; — ;. Thus letting ¢ = ¢, /c; > 0

gives the result. O

log(NV)
To

and &% oo to zero. Then there exists

Lemma A.3. Suppose Assumption 4 holds and that 1 e

a 6 > 0 so that with probability approaching 1, for all i, j € [N]

K(T) = 1l — e/l < 6h}K(7).

Proof of Lemma A.3. By Lemma A.2, there exists a constant C, such that for any finite 6 > 0,

A

we have

||C¥,' — a/j|| >0h = di,j > Coh
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Now, note that for all i, j,

di; max;;|d; - d;/
h h

Thus, it follows that

A

max; ;

d; dAi,j - di,j|
lo; — ajll > 0h = 7">6C— A

By Lemma A.1, we have

max; ; |62i,j—di,j| _0 1 [log(N) (lOg(N))dla
h h Ty Nhde

By supposition, 1 ,llogT((fV) and &M ¢ to zero, and so for any fixed § > 0, with probability

Nhda
maxi,j|(2,-,j—di,j|

approaching one, we have < 16C. Hence, for any fixed 6 > 0, with probability

approaching one, for all i, j, it follows that

di; 1
la; — ajll > 0h = o > 5(SC

Assumption 4 (v) states that the kernel is zero everywhere other than a compact (and there-

fore bounded) set. Hence, there is a constant ¢ such that

A

i >c = K @ =0
h h
Finally, fixing some 6§ > % gives the desired result. o

Lemma A.4. Suppose Assumption 4 holds, X —, 0, and h — 0. Then for any fixed 5 > 0, there are

’ Nha

constants 0 < ¢ < ¢ < oo and 0 < ¢, such that for sufficiently large T,, with probability approaching

one and for all i € [N], it follows that

|+ ;
e < = > (U= wil {llas — o < Sk} < el

=1

and

N
ch® < — 3" 1{lla; - all < 6} < ch®
=1

1
N

and in addition, & < 5 Y (1 = wi)K(d;j/h) and & < o= ¥ K(d; ;/h).

= Nhde = Nhda

Proof of Lemma A.4. Define X;; = 1{lla; — |l < 6h} and X\’ = (1 = w;)1{lle; - @Il < 6h}. By

the upper bound in Assumption 4 (ii), for some ¢ > 0, E,[1 — w;le;] = 1 - p;, > ¢ almost
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N

j=y are iid.

surely. Using the fact that w;, and «; are jointly independent of «; and that {«;}

and independent of 4, (by Assumptions 4 (iii) and 4 (i)), we have

E X" | ;] = B/ [Bil1 = w11 {lle — ejll < 6h} | i
>c-E, [1 {Iloz,- —aj|l < 6h} | cx,-]

=c- P(Ila,- —aj|l < oh | 01,-).
To upper bound the quantity note that

E, [XI(V]V) | a/,-] <E, [1 {Ila,- —ajll < (5h} | a',-]

=P (llo; - a)ll < 6h| o).

With Assumption 4 (i), we then see that for any fixed 6 and sufficiently small 2 > 0, there are

constants 0 < ¢_ < ¢, < o such that

c_h® <E, [vajv) | ai] < c hf.

By Assumption 4 (i), E, [X,;j | a/i] = P(Ilai —ajl| < oh | ai) and so we see that the above also
holds for Xg;) replaced by X; ;. Note that the variables Xff]”.) for j # i are independent Bernoulli
conditional on ; and 4,, and likewise for X ;, and so the above also demonstrates that they

have conditional variance below c,h%. So applying the Bernstein inequality in Lemma A.7,

_a
2(cy+al3)’

> ahd"]

it follows that, for a sufficiently small fixed a > 0 and setting C =

5 25 () =[xl

J#I

P, (max
ie[N]

IA

2N - exp (—~CNi)

2 -exp (log(N) - Cth“) ,

and similarly with X}f;) replaced by X;;. The RHS goes to zero if 22X — 0, which holds by

Nhda

supposition, and so with probability approaching one, for all i € [N],

N-1

Y

1
c. —a)hf < N Z Xi‘;) < (cy + a)h%,

J#i
in which case, including the j = i term in the sum,

N-1

Y

N
1
c. —a)ht < N Z Xff;) < (cs +a)h®™ + 1/N,
j=1

and the same steps apply with Xff;.) replaced by X; ;. By supposition 1/N = o(h®*), and so by

setting a sufficiently small, we get the first two results in the Lemma.
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Now for the final two statements in Lemma A.4, by Assumption 4 (iv), it follows that
1@, ) is Lipschitz continuous and bounded (uniformly over A in both cases). Thus, for

some constant C < oo, we have
lo; —ajll <x = d;; <Cx.

Since Assumption 4 (v) requires the kernel to be weakly positive, strictly positive at zero, and
Lipschitz continuous, there are constants a, b > 0 such that for all x < a, K(x) > b. Combining

these results gives

||a,-—a/'||sﬁh = d;j <ah = K(d;;/h) 2 b.
J C J

i,j =
Then with the positivity of the kernel, it follows that
RN a RN
be v 2 =wiol{lei = ajll < & hf < (1 = wye) - Kidiy/h)
j=1 J=1
and
L$y < S e LS ki
NZ} {||C¥z—%| sc }_ NZ (d;/h).
j= j=
We already established that for any fixed 6, there is a constant ¢ > 0 such that ch® < + ZN: (1=
w1 {||a/,~ -ajl| < 6h} and ch® < ¥ Z { la; — ajll < 5h} for all i € [N] with probability ap-

proaching one, therefore, there is a constant ¢ > 0 such that with probability approaching

one, for all i,

N
¢ < (I -=wj) - K(d;j/h)

and similarly ¢ < tha >N =1 K(di j/h). O

A.2 Proof of Theorem 1

Proof of Theorem 1. We prove the result for 4

. The result for p;, follows by almost identical
steps, replacing u;, by €;,, dropping the restriction to {j : w;, = 0} in the kernel sums, using
that €;, € [-1, 1] is bounded and hence sub-Gaussian, and removing conditioning on current
treatments throughout the argument.

By Lemma A.3, there exists a ¢ < oo such that with probability approaching one, for all

i, j € [N], we have

K (dij/h) = K (dij/h) - 1{lle; = Il < oh)
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and by Lemma A.2 the same holds with d;; replaced by d; ;. Fix such a §. In the event that

these equalities hold, we can then decompose /:tf(:) ,u(o) as follows:

) 1{||a/l-—aj||§5h} (”/h) ©

N (O C) S )
f mHe T R ah}K(a,-,j/h) His
Jiwj=
hdi N 2 =l < mj K (d /)
+ - . (15)
hda N j;w%:o K (di, il h)

©)

i, over untreated

The quantity on the first line of the RHS above is a weighted average of u" i )

individuals j for whom |la; — /|| < 6h. Using the Lipschitz condition in Assumption 4 (iv),

we have
2 Ol{llal — |l < 6hK(d; ;/h) - ,1<°>
Jiwje=
—— | < sup 0@ ) O )
21 {lla/,- —ajll < 5h} K(d; ;/h) lla—a;ll<6h
Jiwj=0
< Lyoh

We now consider the term in the second line (15). First consider the numerator. By
Lemma A 4, there exist constants 0 < ¢ < ¢ < oo such that, with probability approaching one,

foralli,ch™ <+ ¥ 1 {Ilai —ajll < 5h} < ¢h'. Call the event that this holds E,, then we have

j§W_j,t:O

Pz 1;12[211\,)]( N;ld ]WZ_O {Ha/i - a’j” < 61’1}]{(6,1\,]/}[) “Uj| > 7]]
<P I;Iel[E]lv)]( N;ld JWZ:_O {”a/i - a'j” < (Wl}K(CZ’J/h) “Uji| > 77| Eh] +1- Pt(Eh)

By applying union bound to the first probability on the second line above, we obtain

P max 2 M=l < o1} K (dsh) s > ”]
< N-maxP, ﬁ ,~~WZ=OI {le = il < o} K (/) - wu] > Eh] +1-P(Ep).

Suppose that this E;, holds, it follows that

P N;Ld” Z 1{||a’i_a’j||Séh}K(dAi,j/h)'uj,t

Jw;i=0

. N
> 1 | {a/j, dij, Wj,t}jzl ) /lt]

1 A
= z : K\d;;/h)-u,
2jw=0 1 {”a’i —a)ll < 5h} Jiwji=0.lla—al1<5h ( J ) Ujs

J

> % N | {(Xj, C/Z\[’j, Wj,t}jil , /1;]
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A N A N
First, note that, given {a idij,wj, t} . and 1,, the terms {K (d;/ h)} ~are constants, and these are
bounded above by Assumption 4 (v). By Assumptions 1 and 4 (iii), {u J, , are sub-Gaussian,
N
zero-mean, and independent random variables conditional on {a/ i d,-, W f’f}j:1 and A,. Thus,

from the Bernstein inequality in Lemma A.8, it follows that for constants C, a, and b, for any

n>0,
1 N 1 A N
Pt( Zj;wj'tz() 1 {”a’i - a’j“ < 5h} Jiw ;=0 |ley—ajll<6h K(di’j/h) = E 7 | {aj, di’j’ ij}j:l ’/lt
JW§—01 {”a' B a]|| = 6h} ¢ 2
< C-exp|- .
< C-exp —M),

a+bn

where the last line again uses that £, holds, i.e., ch% < D=0 1 {Ilai —-ajll < 6h} < ¢h% . Then

1
N

by the law of iterated expectations, we have

1 n
N - math[ NI Z 1 {“a’i —ajl < 5h} K(di,j/h) CUji| > T]l Eh]
Jwju=0
- | (N) gthac—QnZ
<C -exp|log o)

And so, combining with our earlier result we get

1 A
P r,relﬁv)]( N o jWZ—Ol {”ai —aj|l < 5h} K(di,j/h) Uy > 77)
<C-expllogn - TN Ly
. ey, .
<C - exp|log . (E,

By settingn = ¢, /% in the above inequality for a fixed M > 1, and noting that 7 — 0 and
P,(E;) — 1, we obtain
s

Py

max
i€[N]

N;lda Z 1 {“a/i —aj|l < 5/1} K(Czi,j/h) “Uj;

Jiwj=0
Malog(N)
+ bn

< C-exp (log(N) - ) +1-PJ(E,) — 0,

and therefore we have

1 Malog(N)
P, max | jwz_o llei = a1l < o} K (d/h) - s > €| =50
= o(1).
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Finally, we consider the denominator term > K ( il h). By adding and subtracting

Jiwj=0

N hdﬂ

terms, we have

N;lda > 1{llei - ajll < sk} K (d /)

Jiwj=0

= N;lda j;%lzo 1 {”a’i —aj|| < 5h} K (dl.’j/h)

+ N;lldq Z l{llai —aj|l < 6h} I:K(d\i,j/h) _ K(di,j/h)]_
Jiw;j=0

Using that the kernel is Lipschitz by Assumption 4 (v), we have

max N;l,d(, 25 Ml =l < om) [ K (/) - K (d /1)

Jiwj=0
_ max; ; di; dl-,j| 1
< K i 3 he-l< 0
mdx|d,1 d,J| B
By Lemma A.1, =———— = 0,(1) and by Lemma A .4 max v o 1 {||ai -ajl| < (5h} = 0,(1),
Jiwj=0

it follows that

N] N}lld Z {Hai —aj|l < 5h} K(c?,-’j/h)

Jiwj=0
1
= 0 VA ]ZO 1{lla; - ajll < 6k} K (d;j/h) + 0,(1).

Finally, by Lemma A 4, there exists a ¢ > 0 such that, with probability approaching one,

min N;lda Z 1l — ajll < 6h} K (d; /1) = min N;Lda Z K (d;j/h) >

Js Wj,t=0 ]§Wj,t=0

Therefore, combining the bias bound Ly6h on the first line of the decomposition with the

numerator and denominator bounds just established, we conclude that

. (0) (0)| _ ( log(N) ) .

max (u

i€[N] hide N

A.3 Proof of Theorem 2

Proof of Theorem 2. Recall the definition of the ATT estimate,

. 1 & (L =wi)Yipis + (wiy — pi ),U(O)
ATTt _ Z Yi’twi’t _ t 1 t _ 1 t
Ni, pr 1= piy
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Using (1 —w;,)Y;, = (1 - w,-,t)uf.(f) + (1 —w;i)u;, and w;, = p;, + €,, we can express this as

N 0)

1 (1 - Wi )Yl, Di, + (Wl - P, ),Ll

ATT Z Yi Wis — t)LitPit t t
Nlt P 1= pi

i=1

0 A 0

1 #f? )

LS [
Nl,z 1- Dis

i=1

1 & X
N—Zl ~(pis = Piday = A
N

+ L S (1 —wiui, (pi,t - ﬁi,t)
Ni, Py (1= pio) 1—pi )
We tackle each line separately.
By the upper bound in Assumption 4 (ii), for some ¢ > 0, we have that — < 1/c with

probability 1. And by supposition, we have max;ey; | Dis — p,;t| = 0,(1)and so together with the

previous bound we see that max;cy; '# - # = 0,(1) and thus maxey 1_#[)_’ = 0,(1). Ad-
ditionally, by supposition max;cy; ‘(p,t Di ,)( © ,uf(?) (N‘” 2) With the lower bound
in Assumption 4 (ii) and the law of large numbers, - is bounded above uniformly with

probability approaching 1. Hence, it follows that

N
T T (= i) () =) = 0p (V7).

i=1

Define Dy, := ({{(Yj,s(o), Wj,s)}z:l}_ , {{Y,-,S}TO }ie] ) By Assumptions 2 and 4 (iii), for 7 >
Jj k

s=1
[
Toand i€ I;, we have €, 1L Dy, | {a/g}?’:l , 4, and this implies

E € | Di feeliy . 4] = 0.

~(0)

Thus, by the law of iterated expectations, and using the fact that 4i;, and p;, are non-stochastic

given D, we have

4@ - p®
E e[—] ‘Dk,, {a Al =

O
=Ele, | Dl LA, T Pt
l—pzz [ t| kt{ 6}61 ][ 1—131',1 J

=0.

Also, by assumptions 2, 3,and 4 (iii), forany i, j € 7, withi # j, wehave¢;, 1L €, | {a }f 1> At Dy
Using this and the fact that ¢;, € [-1, 1] for all i, it follows that

0 A (0 ) ~(0) 0 A0 0) ~(0)
N ity | Gl '@ (@)1 4| = E[eweis | Din tadh)l 1, A Ky =By (1 =
i,tCjt 1—ﬁ,"[ 1_p,t ks WS p=1> 7t i,tCjt ks \WLSp=1> 1—ﬁ,‘,[ 1_p\j’t

E

ONINON

,Lli _/li

sl{j:i}.(—if A”).
— Dis
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Using the results above and Markov’s inequality, we have

{

where the final equality uses max; |,u(0) (0)| = 0,(1) together with max; 1/(1 — p;;,) = O,(1).

©)_~0)\2

LZ Hiy —Hig
N 174l “ieli |\ 1-piy

, {ai}izl’/l[ < :Op(1)7

€2

) ~(0)
| Z E-,('ul’t lui,t ] > €
VITA & 1= P

Hence, by using | 7| < N, it follows that

(0) ~0)

wz [ bl ]:OP(N—UZ).

Since the number of folds K is fixed, summing over k € [K] and using N/N;, = O,(1) gives
7 S = /(1= pig) = 0,(N7112).

Similarly, by Assumptions 2 and 4 (iii), we have u;, 1L Dy, | {a} |, 4, wi, = 0, and for any

=1’

i,jGIkWithiij,
N
Uip I Uuj, | {a'l}lzp Aty Dy, Wiy = Wit = 0.

Therefore, by the law of iterated expectations, alongside the fact that p;, is non-stochastic

given Dy, it follows that

Ui, pii = Di 1
E [(1 4 ( t L ’) ‘ Dk’t’ {a’l}f\;l, Ay, Wi = 0] =FE [u,-,, | {a,}fil,/l,,wi’l = O] I > (
T Hit

Pir — ﬁi,t)
—pi)\ 1—Dpis

l_ﬁi,t
=0

Moreover, we have

Uit Ujt (Pi,t - ﬁi,t) (pj,t - ﬁj,t) ‘ N
E ~ ~ Z)k,’{a’k}:’/l’wi, =wj =0
Ll—moﬂ—pm 1-pi )\ 1=py bRk T T

Uiy Uj; Dii = Pia\[Pjr — p it
Z)k,{ak} LA Wi =w 0]( — )( — )
[(1_pi,t)(1_pj,t) ' k=t e T I_Pi,t l_pj,t

A 2

o 1 Pir — P,

1720 5[ =0l ] s (e
— Pis — Dis

A 2
.. 1 Pir — Dit
e o (B
! (I- pi,t)2 1= pis

for some finite constant 52, which exists by Assumption 4 (iii) (by standard properties of sub-

IA

Gaussian random variables u;, has conditional variance at most 25 where ¢ is the ‘variance

proxy’ referred to in the assumption). Thus, by Markov’s inequality, it follows that

{E

5 \2
1y =2 1 (pi,t_pi,t)
[ Lier, Ty Tpi? \ipis _ 1

> €

€

Uiy Pir — Diy
(1- ( — ) D, 4| <
VIl & M\ 1= B, poE
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The conditional probability is 0,(1) which implies that the unconditional probability is o(1).

Hence, we have

1 Uiy Dit — Diy 12
T 0w (B <, (v2)
myz; A=)\ 1= (V)
By combining all previous results, we have shown that

o VN al (I =wi)Yipis + (Wi, — Pi,z)ﬂl(-g)
\/NATTt = N Z Yi,,W,',t - 1 _ piJ

LE 50

]+ 0,(1).

The remaining steps are a standard application of asymptotic theory for the ATT estimate

with known nuisance functions, and so we omit them here. O

A.4 Bernstein Inequalities

In this section, we specify the Bernstein inequalities, which we refer to in the proofs.

A.4.1 Bernstein inequality for bounded random variables

Lemma A.5 (Bernstein inequality for bounded random variables; see Bennett (1962)). Let
Z,, ..., Z, be mean zero independent random variables. Assume there exists a positive constant M such

that |Z;| < M with probability one for each i. Also let o := 1 3" E[Z?]. Then for all € > 0

1 v 2
P > € S2exp(—Ll].
2(0’2 + §M€)

I
A.4.2 Bernstein inequality for unbounded random variables

i=1

Lemma A.6 (Moments of a sub-Gaussian random variable). Let Z be a mean zero random vari-
able satisfying E[e*’] < e"*/? for all A € R, for some v > 0. Then for every integer q > 1, we have

E[Z%] < q!(4v)“.

Proof of Lemma A.6. See Theorem 2.1 in Boucheron et al. (2013). o
Lemma A.7 (Bernstein inequality for unbounded random variables). Let Z,, ..., Z, be indepen-
dent random variables. Assume that there exist some positive constants v and c such that % p E[Ziz] <v

and for all integers q > 3,

q—2
V.

1 v qlc
- > E[|Z]7] <
" ;:1 [1Zi|"] >

Then for all € > 0,

1

IS ne’
Z ;(Zl - E[Zl]) > 6) < Zexp (—m) .
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Proof of Lemma A.7. Apply the one-sided bound in Corollary 2.11 in Boucheron et al. (2013)
toZ,,...,Z,and to -Z,,...,-Z,, with variance parameter ny and threshold ne. The moment
assumptions hold for both signs, so the union bound gives the stated two-sided inequality,

with the factor of two accounting for the two tails. o

Lemma A.8 (Bernstein inequality for sub-Gaussian random variables). Let Z,, ..., Z, be mean-
zero independent random variables. Assume that there exists some v > 0 such that E[e'4] < 2
forall A € Rand foralli € {1,...,n}. Fix B € (0,00). Then there exist positive constants C, a, and
b, depending only on v and f3, such that for all constants By, ..., B, satisfying max; |8;| < B and for all

1

LS gz -Ei22)
n i=1

€e>0,

|
p ;,&Zi

2
> EJ < Cexp(— :l_eb )
a+ be

and

I’l€2
P >el<C - .
( _e]_ exp( a+be)
Additionally, let Wy, ..., W,, be mean-zero random variables such that the pairs (Z;, W;) are independent

across i, E[e™1] < €72 for all A € R and all i, and E[Z;W;] = O for all i. Then, after enlarging C, a,

and b if necessary, for all € > 0,

1

Proof of Lemma A.8. The first inequality follows from the sub-Gaussian tail bound in Section

L
I

i=1

2
Ze)sCexp(— Zeb )
a €

2.3 of Boucheron et al. (2013), since n™! 3, 8;Z; has variance factor at most v5?/n.

For the second inequality, Lemma A.6 gives E[|3:Z?]7] < ¢!(4vB)? for every integer g > 2,
so Lemma A.7 applies to 3.Z7.

For the third inequality, Cauchy-Schwarz and Lemma A.6 give

E[1Z;W,|1] < (BIZTE[W])!/* < g!(4v)"?

for every integer ¢ > 2. Apply Lemma A.7 to the independent, mean-zero products Z;W;. The

constants in all three bounds can be chosen to depend only on v and g. o
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