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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-
6261.2004.00657.x.

1 Summary

1.1 The Paper

Jegadeesh, Kim, Krische, and Lee ask whether sell-side recommendations add value beyond 12
quantitative stock characteristics. Quarterly cross-sectional regressions relate future six-month
market-adjusted returns to recommendation-change quintiles, and the headline QCHGCON coef-
ficient stays positive once all 12 characteristics enter the specification. The sample runs from 1985
through 1998 and draws on Zacks recommendations, I/B/E/S forecasts, CRSP, and Compustat.

1.2 Replication Findings

The headline result replicates. QCHGCON equals +2.24% with t = 4.79 in Model B1 and +1.72%
with t = 4.11 in Model B5, against the paper’s +2.25% with t = 4.84 and +1.59% with t = 4.24.
The sample carries every stated signal and matches the paper’s period. One coefficient diverges.
FREV is weak at +0.13% with t = 0.30, unlike the paper’s strong forecast-revision coefficient. In
1999 through 2019, QCHGCON remains positive but insignificant, so the effect weakens out of
sample.

2 Data

The replication draws on the paper’s data families. Zacks supplies individual recommendations
and company identifiers. I/B/E/S unadjusted summary files supply monthly FY1 consensus esti-
mates and long-term growth forecasts. CRSP supplies stock returns, prices, shares, daily volume,
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and the value-weighted market index. The CRSP/Compustat merged link history attaches Com-
pustat quarterly fundamentals to CRSP. Two dated link tables join the pieces, the WRDS I/B/E/S–
CRSP link mapping I/B/E/S tickers to PERMNO and CRSP NCUSIP histories mapping Zacks
CUSIPs to PERMNO.

The in-sample panel holds 47,475 firm-quarters and 3,029 securities over 55 quarters from
1985Q2 through 1998Q4. It averages 863.2 firms per quarter, versus 971.4 in the paper. The out-
of-sample panel holds 99,644 firm-quarters and 4,271 securities over 84 quarters from 1999Q1
through 2019Q4. An observation enters only with recommendations in adjacent quarters, an ac-
tual announcement date, complete return and forecast windows, and all 12 signals.

3 Methodology

For stock i formed at quarter-end t with terminal month m, the dependent variable is

RETFi,t =
6

∏
j=1

(1 + Ri,m+j)− 1 −
[

6

∏
j=1

(1 + RVW
m+j)− 1

]
.

QCHGCON ranks the change in consensus from quarter t− 1 to t from 0 to 1, with all zero changes
assigned to the middle category. The 12 continuous investment signals are winsorized at the
quarterly 2.5 and 97.5 percentiles and converted to favorable-half indicators. Model B1 regresses
RETF on QCHGCON alone, and Model B5 adds the 12 indicators. Each cross-section is estimated
separately and the quarterly coefficients are averaged, following Appendix B’s autocorrelation-
consistent variance with K = 1 for overlapping six-month returns.

Key differences from the paper. The data are current-vintage extracts rather than the paper’s
historical vintages. The complete-case sample averages 11.1% fewer firms per quarter. The current-
vintage I/B/E/S monthly-summary construction does not reproduce the paper’s FREV coeffi-
cient. No crucial variable uses a different economic construct.

2



4 Results

4.1 In-Sample Table VIII Panel B

Table 1: Future Returns and Recommendation Changes

Paper Replication

Variable Coef. t Coef. t

Model B1
Intercept −0.0262 −2.67 −0.0234 −2.17
QCHGCON +0.0225 4.84 +0.0224 4.79

Model B5
QCHGCON +0.0159 4.24 +0.0172 4.11
RETP +0.0176 3.31 +0.0256 3.74
FREV +0.0319 7.80 +0.0013 0.30
SUE +0.0027 0.66 +0.0080 1.68
TA +0.0261 8.24 +0.0332 6.17
CAPEX +0.0132 2.91 +0.0121 2.64

Quarterly cross-sectional OLS. Appendix B autocorrelation-consistent statistics with K = 1. No fixed effects.
Replication N = 47,475, 3,029 securities, and 55 quarters. Paper average N = 971.4 firms per quarter.

The B1 and B5 coefficients match the paper in sign, significance, and economic magnitude. RETP,
TA, and CAPEX also retain the paper’s signs and significance. FREV is the main divergence. Its
replication estimate is economically near zero even though the sample uses I/B/E/S unadjusted
monthly consensus data. SUE is larger than the paper’s estimate but remains below conventional
two-sided significance.

4.2 Out-of-Sample 1999–2019

Table 2: Out-of-Sample Results

Model B1 Model B5

Variable Coef. t Coef. t

QCHGCON +0.0037 0.66 +0.0041 1.11
RETP −0.0051 −0.43
TA +0.0034 1.14
CAPEX +0.0023 0.52

Same specification and K = 1 correction as in-sample. No fixed effects. N = 99,644, 4,271 securities, and 84 quarters.

The OOS QCHGCON coefficients preserve the positive sign but fall to roughly one quarter of the
in-sample magnitude and lose significance. RETP reverses sign, while TA and CAPEX retain pos-
itive signs without significance. The Table VIII recommendation-change result therefore weakens
out of sample.
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