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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/;.1540-
6261.2006.00851..x.

1 Summary

1.1 The Paper

Core, Guay, and Rusticus ask whether the negative association between weak shareholder rights
and stock returns reflects lower expected operating performance. Their Table III relates industry-
adjusted operating return on assets to the lagged G-index and a dictatorship-portfolio indicator
using annual cross-sectional median regressions.

1.2 Replication Findings

The principal result replicates qualitatively. We reproduce Table III, which tests whether weak
shareholder rights predict lower subsequent operating performance. The preferred full-sample
coefficient after depreciation is —0.08 (t = —5.43), versus —0.10 (t = —4.77) in the paper. Before
depreciation, the estimate is —0.05 (t = —2.85), versus —0.07 (t = —3.67). In fiscal years 2000-2007,
both coefficients remain negative but lose significance.

2 Data

The replication draws on five sources. The G-index comes from the Gompers, Ishii, and Met-
rick governance spreadsheet. Firm identifiers and share codes come from the CRSP names file
(crsp.msenames), accounting variables from Compustat annual fundamentals (comp.funda), and
the two are joined through the CRSP/Compustat merged link table (crsp.ccmxpf_Inkhist). Analyst



coverage comes from the I/B/E/S unadjusted summary statistics file (ibes.statsumu_epsus), at-
tached to CRSP identifiers through the I/B/E/S-CRSP historical link (wrdsapps.ibcrsphist). Each
IRRC edition is carried forward until the next edition appears. A firm enters the sample only if its
FY1 consensus forecast is outstanding eight months before the Compustat fiscal year-end.

The resulting 1991-1999 sample holds 10,826 firm-years, or 109.2% of the paper’s 9,917. Cur-
rent database vintages and differences in ticker histories plausibly account for the excess.

3 Methodology

ROA equals operating income divided by year-end assets, measured both after and before depre-
ciation. We subtract the fiscal-year median of the corresponding Fama—-French 48 industry, com-
puted over the full CRSP-Compustat universe of firms with positive assets. Compustat historical
SIC is the primary industry source and date-matched CRSP SIC is the fallback.

Each subpanel uses one common complete-case sample across its three nested specifications.
We run cross-sectional median regressions separately in each fiscal year from 1991 through 1999,
average the nine coefficients, and compute Newey—West inference with one lag. Coefficients ap-
pear in the paper’s times-100 units.

Two features distinguish the implementation from a literal historical reconstruction. Database
vintages are current rather than contemporaneous with the paper, and G-index firms reach CRSP
identifiers through a date-valid ticker bridge.

4 Results
Table 1: Panel A: Coefficient on G-index (x100)
After depreciation Before depreciation

1) () (©) 1) () 3)
Replication coefficient —0.05 —0.08 —0.08 —-0.04 -—-0.05 —0.05
Replication ¢ —-2.01 —5.05 —-543 153 —-3.44 —2.85
Paper coefficient -0.03 —0.09 -0.10 -0.04 —0.08 —0.07
Paper t —-1.28 —5.35 —-477 -1.01 -3.78 —3.67
Controls None BME BMEMVE None BME BMEMVE
N (replication) 10,645 10,645 10,645 10,439 10,439 10,439
Stocks 2,064 2,064 2,064 2,050 2,050 2,050
Inference Annual median regressions; Newey—West(1)




Table 2: Panel B: Coefficient on Dict (x100)

After depreciation Before depreciation

1) (2) (3) 1) (2) (3)
Replication coefficient —0.84 —0.51 —-0.67 —-0.80 —0.05 —0.10
Replication ¢ —355 —-3.76 —4.87 -390 —-0.50 —0.82
Paper coefficient -0.74 —-041 -0.52 -051 -0.35 -0.32
Paper t —-220 —1.52 -235 —-1.89 -1.30 —1.51
Controls None BME BMEMVE None BME BMEMVE
N (replication) 1,787 1,787 1,787 1,744 1,744 1,744
Stocks 488 488 488 486 486 486
Inference Annual median regressions; Newey—-West(1)

The relation measured after depreciation is robust in both the full and restricted samples. The full-
sample estimates before depreciation also match the paper in sign and significance. The restricted
B2 estimates remain negative but statistically insignificant in specifications (2) and (3).

5 Out-of-Sample Test

The same specification extends to eight non-overlapping fiscal years, 2000-2007, covering 11,310
tirm-years. A1(3) is —0.03 (t = —1.08), A2(3) is —0.02 (t = —0.59), and B1(3) is —0.12 (t = —0.52).
The headline signs persist while significance does not, so the out-of-sample result is WEAKENED.



