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This report was generated autonomously by an Al replication pipeline for the “Does Empirical Finance
Replicate?” project. It documents one attempt to reproduce the paper’s main analysis from the data
and methods described below. Individual replications may contain mistakes. Treat the numbers as
estimates to be checked, not as a verdict on the original paper. Original article: doi:10.1111/j.1540-
6261.2005.00765.x.

1 Summary

1.1 The Paper

Grinstein and Michaely ask whether institutional investors prefer particular corporate payout
policies and whether institutional ownership causes higher payout. They combine Thomson Fi-
nancial 13F holdings with CRSP and Compustat data for 1980 through 1996. Table III regresses
year-end institutional ownership on dividend-payer indicators, dividend intensity, firm controls,
period interactions, and industry indicators. The paper finds that institutions prefer dividend
payers but, after 1985, hold less of firms with higher dividends.

1.2 Replication Findings

The full Table III Panel A reproduces only in part. The all-institutions payer coefficients are pos-
itive in all periods and significant after 1985. The dividend-to-book slope is positive in 1980
through 1985 and negative in 1991 through 1996, but it is positive and insignificant in 1986 through
1990. The bank and pension subgroup does not reproduce the later negative dividend slopes. The
1997 through 2024 extension confirms the broader later-period pattern. Its payer coefficient is pos-
itive and its dividend-to-book coefficient is negative and significant in every institutional group.

2 Data

The paper and the replication both draw on Thomson Financial 534 institutional holdings, Com-
pustat fundamentals, and CRSP security data. The replication uses Compustat annual and quar-
terly fundamentals (comp.funda and comp.fundq), the CRSP monthly stock, index, and names



files (crsp.msf, crsp.msi, crsp.msp500, and crsp.msenames), the CRSP/Compustat merged link
history, and the 10-year Treasury yield series DGS10 from FRED. Historical CUSIP joins the De-
cember 534 holdings to CRSP, and date-valid merged links join PERMNO to GVKEY.

The in-sample window runs from 1980 through 1996. The sample excludes SIC 4900 through
4999 utilities and SIC 6000 through 6999 financial firms, and it requires positive assets and sales
and finite regression inputs. After payout truncation the in-sample regression has 59,336 firm-
years and 9,241 firms. The paper reports 54,508 observations. Current data vintages and quarterly-
data availability account for the remaining sample difference. The out-of-sample window covers
every year from 1997 through 2024 and contains 97,214 firm-years and 11,677 firms.

3 Methodology

Institutional ownership equals December S34 shares divided by CRSP December shares outstand-
ing, multiplied by 100. The three dependent variables cover all institutions, bank trusts plus pen-
sion funds, and mutual funds plus investment advisers plus insurers. Dividend-to-book equals
four times the last quarterly common dividend in calendar year t, constructed as dvpsxq times
cshoq, divided by annual book assets. The payer indicator equals one when that last quarterly
dividend is positive. The regression removes the upper 1 percent of dividend-to-book.

The pooled OLS models include log sales, CAPM-adjusted annual return, market-to-book,
beta, payer-by-period interactions, dividend-to-book-by-period interactions, period indicators,
and one-digit SIC indicators. The CAPM adjustment uses the CRSP S&P 500 total return and the
DGS10 yield. The models contain no firm fixed effects and report HC1 heteroskedasticity-robust
t-statistics.

Key differences from the paper. The paper does not identify its historical CRSP beta field or
covariance estimator. The replication instead estimates beta from at least 24 monthly observations
in a trailing five-year window and uses HC1 inference. The economic variables, sample period,
payout truncation, CAPM inputs, and four-digit industry exclusions otherwise follow the stated
method.



4 Results

4.1 Table III Panel A

Table 1: All-institutions headline coefficients

Paper Replication
Variable Coef. t Coef. t
Pay x 1980-1985 1.75 4.77 0.31 0.85
Pay x 1986-1990 9.41 25.68 6.69 14.97
Pay x 1991-1996 9.50 29.44 9.60 22.31

Dividend/Book x 1980-1985 106.74 10.65 151.06 13.23
Dividend/Book x 1986-1990 -41.95 -5.76 448 0.32
Dividend/Book x 1991-1996 -53.80 -9.19 -11495 -8.78

N 54,508 59,336
Firms Not reported 9,241
R? 47.81% 47.14%

Replication t-statistics use HC1 standard errors. Models include one-digit SIC indicators and no firm fixed effects.

The later payer result is strong. The 1991 through 1996 coefficient of 9.60 with a t-statistic of
22.31 closely tracks the published 9.50 with a t-statistic of 29.44. The 1980 through 1985 dividend
coefficient also matches in sign and significance. The main failure occurs in 1986 through 1990,
where dividend-to-book equals 4.48 with a t-statistic of 0.32 rather than the paper’s negative and
significant estimate. The bank and pension column also retains positive dividend slopes after 1985,
while the mutual fund, adviser, and insurer column reproduces the published negative slopes.
This subgroup divergence makes the full-panel result partial.

4.2 Out-of-Sample Test

Table 2: Out-of-sample headline coefficients, 1997-2024

All Bank and pension ME, IA, insurance
Variable Coef. t Coef. t  Coef. t
Payer 451 14.78 2.70 10.52 1.12 7.57
Dividend-to-book -145.65 -18.25 -112.43 -18.20 -31.16 -9.19
N 97,214 97,214 97,214
Firms 11,677 11,677 11,677

HC1 standard errors. Models include one-digit SIC indicators and no firm fixed effects.

The out-of-sample results confirm the paper’s later-period economic pattern. Dividend pay-
ers have higher institutional ownership, while greater dividend intensity among payers predicts
lower ownership. Both relations are statistically precise in all three institutional groups.



5 Conclusion

The replication reproduces Table III Panel A in part in sample and confirms its later-period pattern
out of sample. The payer result and the 1991 through 1996 dividend aversion are robust. The 1986
through 1990 all-institutions slope and the bank and pension subgroup prevent a full qualitative
replication.



