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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:10.1111/j.1540-6261.2007.01240.x.

Target and method

The target is Table V, the cross-sectional determinants of corporate bond transaction costs. The
replication uses 13,499,097 TRACE trades from January 2003 through January 2005, the paper’s
five-parameter iterated-WLS cost curve, and the reported feasible-GLS cross-section. It estimates
17,975 bond curves, and a common economic-validity screen leaves 11,242 bonds in the Table V
sample.

Selected results at a $20,000 trade size

Paper Replication
Variable Coef. t Coef. t

BBB 3.40 5.70 2.238 1.14
B or BB 17.90 18.80 10.850 3.95
C and below 43.80 30.30 67.683 17.48
Issue size -0.27 -8.60 -0.582 -5.44
TRACE transparency -6.50 -8.00 -4.122 -1.27

The rating gradient, the issue-size sign, and the transparency sign transport, but BBB and
transparency are not statistically significant in the replication sample. Historical TRACE master
classifications and the repeat-sale bond indices remain proxies. An out-of-sample extension to
2006–2010 cleaned 42.2 million trades but reached the available computing budget before producing
estimates, so the replication reports no out-of-sample result.
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