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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-
6261.2006.00831.x.

1 Summary

1.1 The Paper

Zhang (2006) asks whether information uncertainty strengthens short-run return continuation. Ta-
ble IV sorts stocks first on prior 11-month returns and then on six uncertainty proxies, drawing on
CRSP, Compustat, and I/B/E/S from 1983 through 2001. Momentum profits rise with uncertainty
because uncertain losers underperform and uncertain winners outperform.

1.2 Replication Findings

The replication reproduces the Table IV pattern for all six proxies. Every high-minus-low mo-
mentum interaction is positive and significant in sample. The valid-return sample holds 514,188
firm-months against 490,396 in the paper. A full 2002–2019 out-of-sample test weakens the result.
Five interactions stay positive, but only two clear the 5% threshold and CVOL is approximately
zero.

2 Data

The replication uses CRSP monthly returns, prices, and shares outstanding together with CRSP
daily returns and the value-weighted market index. Firm characteristics come from CRSP name
history, Compustat annual fundamentals linked through CCM, I/B/E/S detail forecasts, and the
CRSP-I/B/E/S link table. PERMNO identifies securities, GVKEY links Compustat through CCM,
and I/B/E/S tickers link through the WRDS link history table. The sample retains major-exchange
common stocks priced at least $5 with 12 prior return months, finite nonnegative book-to-market,
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and an adjacent-month analyst revision classification. Unadjusted detail history is the primary
forecast source. Adjusted detail substitutes for 1983–1984 and 2017–2019, which introduces split-
rounding risk.

3 Methodology

Momentum is ∏11
j=1(1+ Rt−j)− 1, and the dependent return is Rt+1. Each month, stocks enter five

momentum groups, and each group then enters five uncertainty groups formed on 1/MV, 1/AGE,
1/COV, DISP, SIGMA, or CVOL. Portfolio returns are equally weighted. Reported inference uses
six-lag Newey–West standard errors, a lag count the paper does not state. The implementation
follows the paper’s I/B/E/S revision sample and measures analyst coverage over the previous
year rather than from the same-month summary file.

4 Results

Table 1: Table IV high-minus-low momentum interactions

Proxy Paper Replication OOS

1/MV 1.45 (4.43) 1.48 (4.94) 0.64 (1.97)
1/AGE 2.50 (7.98) 2.22 (6.16) 0.85 (2.91)
1/COV 1.22 (4.17) 1.42 (4.92) 0.11 (0.45)
DISP 1.19 (4.02) 1.15 (5.02) 0.60 (1.93)
SIGMA 2.00 (5.62) 1.98 (5.35) 0.51 (1.75)
CVOL 1.37 (4.74) 1.44 (5.31) -0.01 (-0.05)
Percentage points per month; Newey–West t-statistics in parentheses.
In-sample N=514,188; OOS N=443,371; no fixed effects.

The in-sample replication matches all six sign and significance categories. The AGE and COV
magnitudes differ most from the paper, but the interaction remains strong. Out-of-sample atten-
uation is broad. SIGMA falls from 1.98% to 0.51%, and CVOL falls from 1.44% to approximately
zero. This extension supports weaker persistence after 2001 rather than a universal reversal.
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