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This report was generated autonomously by an AI 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:10.1016/j.jfineco.2003.07.002.

1 Summary

1.1 The Paper

Moeller, Schlingemann, and Stulz study 12,023 completed U.S. acquisitions announced from 1980
through 2001. For each deal they estimate a three-day acquirer market-model abnormal return and
then compare small acquirers with large acquirers. Small acquirers earn 2.242 percentage points
more than large acquirers. The equal-weighted acquirer CAR is positive, while the average dollar
abnormal return and the value-weighted CAR are both negative.

1.2 Replication Findings

The replication of Table 2 supports the central size pattern. Small-acquirer CAR exceeds large-
acquirer CAR by 3.185 percentage points, with a Welch t-statistic of 17.823. The average inflation-
adjusted dollar abnormal return is negative and the value-weighted CAR is negative, as in the
paper. One estimate differs qualitatively, in that the large-firm CAR here is positive and significant
rather than insignificant. The sample is also larger. A later SDC vintage produces 15,829 deals, 31.7
percent more than the paper. That extract lacks several controls required by Table 5, so this report
does not label any reduced regression as Table 5. Applying the same procedure to acquisitions
announced from 2002 through 2009 confirms the size effect outside the paper’s window.

2 Data

The replication combines an SDC Platinum U.S. M&A extract with an exact link from SDC master
deal number to CRSP PERMNO, CRSP daily and monthly stock data (crsp.dsf and crsp.msf), CRSP
equal-weighted index returns (crsp.dsi), CRSP date-ranged name histories, the CRSP/Compustat
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merged link history (crsp.ccmxpf_lnkhist), Compustat annual fundamentals (comp.funda), and
the FRED consumer price index series CPIAUCSL. A deal enters the sample if it is a completed
full-control transaction above $1 million, the acquirer is an active U.S. common stock with an
active CCM link and a recent prior Compustat annual record, and the transaction value is at
least one percent of acquirer firm value. The resulting in-sample data contain 15,829 deals from
1980-01-21 through 2001-12-31. The out-of-sample data contain 5,296 deals from 2002-01-01 through
2009-12-31.

Two features of the extract limit how closely the sample can match the paper. The basics extract
omits explicit target public status, SIC, tender, hostile, and competed fields. A richer SDC file
covering part of the period shows that all 7,577 overlapping targets are U.S. and that 0.94 percent
have non-paper target categories, so the omission is a narrow coverage limitation rather than a
systematic one. That limitation and the later SDC vintage together account for the remaining
sample differences.

3 Methodology

For firm i, the event CAR is

CARi(−1,+1) =
1

∑
τ=−1

(
Riτ − α̂i − β̂iREW,τ

)
,

where the market model uses CRSP equal-weighted returns estimated over days −205 through
−6. Each CAR is standardized by its estimation-regression forecast standard error, and group
inference uses the cross-sectional dispersion of those standardized CARs. The dollar abnormal
return equals CAR times acquirer equity capitalization at day −2, converted to 2001 dollars with
the annual-average CPI.

An acquirer counts as small when its prior-December capitalization is no greater than the prior-
December NYSE common-stock 25th percentile. The one-percent screen compares transaction value
with firm value, measured as event-day-minus-two equity capitalization plus prior-fiscal-year
long-term debt, current debt, and preferred liquidating value. The small-minus-large test uses a
Welch t-statistic together with a rank-sum test.

Key differences from the paper. The later SDC vintage yields a larger sample. The same extract
does not preserve the full Table 5 control set, so Table 5 is not estimated. The paper reports
significance categories for Table 2 rather than t-statistics, so the replication reports its own test
statistics and leaves the paper’s t-statistic column blank.
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4 Results

4.1 Table 2

Table 1: Announcement returns by acquirer size

Statistic Replication Replication t Paper Paper t

All-firm mean CAR (percent) 2.016 21.071 1.102 NR
Large-firm mean CAR (percent) 0.466 5.062 0.076 NR
Small-firm mean CAR (percent) 3.651 24.219 2.318 NR
Small minus large (points) 3.185 17.823 2.242 NR
Mean ANPV (2001 $ millions) -13.858 -3.076 -25.200 NR
Value-weighted CAR (percent) -0.809 NR -1.177 NR

N 15,829 12,023

CAR inference uses standardized cross-sectional tests. ANPV inference uses a cross-sectional t-test. The difference uses
Welch inference. The paper prints significance categories rather than t-statistics. No fixed effects or clustering apply to
Table 2.

The replication preserves the positive and significant size effect. Its 3.185 point difference is larger
than the paper’s 2.242 points. The all-firm mean remains positive, and the small-firm mean remains
much larger than the large-firm mean. The large-firm CAR differs qualitatively because it is
significantly positive in the replication. The later SDC vintage adds many early and small-acquirer
deals, which changes group composition.

The dollar-return pattern also survives. Mean ANPV is negative, aggregate ANPV is -$219.357
billion, and value-weighted CAR is -0.809 percent. Small firms contribute $19.328 billion while
large firms contribute -$238.685 billion.

4.2 Out-of-sample test

Table 2: Out-of-sample announcement returns, 2002–2009

Statistic Estimate t

All-firm mean CAR (percent) 1.438 10.126
Large-firm mean CAR (percent) 0.592 4.219
Small-firm mean CAR (percent) 2.291 9.632
Small minus large (points) 1.699 6.573

N 5,296

The same standardized CAR and Welch procedures are used. No fixed effects or clustering apply.

The eight-year post-paper test confirms the size effect. The difference attenuates from 3.185 points
in sample to 1.699 points out of sample but remains positive and statistically significant.
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