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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/jofi.12021.

1 Summary

1.1 The Paper

The paper asks whether value and momentum work similarly across many markets and asset
classes. For U.S. equities it sorts liquid common stocks on book to market and on past twelve
month returns excluding the most recent month. It reports positive value and momentum premia,
a strongly negative correlation between them, and a much higher Sharpe ratio for the simple fifty
fifty combination.

1.2 Replication Findings

The U.S. stock replication matches the paper qualitatively. Value P3 minus P1 earns 3.3 percent
per year against 3.7 percent in the paper, and momentum P3 minus P1 earns 5.6 percent against 5.4
percent. The value factor earns 4.0 percent against 3.9 percent and the momentum factor earns 7.3
percent against 7.7 percent. The residual correlation between value and momentum is negative
0.50 for the spread portfolios and negative 0.66 for the factor portfolios. The post 2011 out of
sample extension weakens sharply because value turns negative and the combination loses its
positive mean.

2 Data

The replication draws on the CRSP monthly stock file (crsp.msf), the CRSP name history
(crsp.msenames), CRSP monthly delisting returns (crsp.msedelist), the CRSP/Compustat merged
link table (crsp.ccmxpf lnkhist), Compustat annual fundamentals (comp.funda), and the Fama-
French monthly factor file. The in sample period runs from January 1972 through July 2011.

1



The U.S. universe keeps CRSP common stocks, removes financials, removes beginning of
month prices below one dollar, requires exact calendar month return history, requires book eq-
uity after a six month lag, and then keeps the firms that cumulatively represent ninety percent of
the remaining eligible market capitalization. That universe averages 703 stocks per month, with
518 names in January 1972 and 656 names in July 2011. The paper reports 724 average names, 354
at the start, and 676 at the end. The larger early cross section remains a current database vintage
limitation.

Alphas use the Fama-French market excess return as a CRSP based proxy for the MSCI U.S.
equity index that the paper uses in its benchmark regressions. The public MSCI series begins
only in 1997 and WRDS provides no full-period MSCI index-return table, so the exact benchmark
cannot cover the 1972 start.

3 Methodology

The dependent series are monthly excess returns on value portfolios, momentum portfolios, and
their simple combination, each including CRSP delisting payoffs. Value divides book equity by
the most recent beginning of month market equity, and book equity enters the sorts only after a
six month accounting lag. Momentum cumulates exact calendar month raw returns from t minus
12 through t minus 2, constructed before the formation filters apply. Each month the eligible U.S.
stocks are sorted into three equal groups by either signal and value weighted by beginning of
month market capitalization. The spread portfolio is P3 minus P1.

The factor portfolios use the full cross section rather than only the tercile endpoints. Each
stock receives a weight proportional to its signal rank minus the mean rank, scaled to one dollar
long and one dollar short. The fifty fifty combination averages the value and momentum spread
returns or factor returns.

We estimate alpha by regressing each monthly excess return series on the market excess return
proxy in a time series regression. We report annualized means, annualized standard deviations,
Sharpe ratios, alphas, and the residual correlation between value and momentum.

4 Results

4.1 In Sample

Table 1: U.S. stock Table I Panel A replication
Value P3-P1 Value Factor Mom P3-P1 Mom Factor Combo P3-P1 Combo Factor

Paper mean (%) 3.7 3.9 5.4 7.7 4.6 5.8
Replication mean (%) 3.3 4.0 5.6 7.3 4.5 5.6
Paper t statistic 1.83 1.66 2.08 2.84 3.98 5.40
Replication t statistic 1.65 1.71 2.16 2.68 3.72 5.05
Paper stdev (%) 12.8 14.8 16.4 17.0 7.2 6.8
Replication stdev (%) 12.5 14.8 16.3 17.0 7.5 7.0
Paper Sharpe 0.29 0.26 0.33 0.45 0.63 0.86
Replication Sharpe 0.26 0.27 0.34 0.43 0.59 0.80
Paper alpha (%) 5.3 5.8 6.0 8.7 5.7 7.2
Replication alpha (%) 4.4 5.5 5.6 7.5 5.0 6.5

The market benchmark is the Fama-French market excess return proxy. The in sample period contributes
475 monthly observations and an average of 703 stocks per month.

2



The replication reproduces the paper’s main U.S. findings. Value and momentum both earn posi-
tive premia of similar size to the published table. The combination still dominates each standalone
strategy on a risk adjusted basis. Combo P3 minus P1 reaches a Sharpe ratio of 0.59 and Combo
Factor reaches 0.80. The benchmark adjusted alphas remain positive and economically large. The
residual correlation is negative 0.50 for the spread portfolios and negative 0.66 for the factor port-
folios. That close match matters because the diversification benefit is the paper’s central empirical
point.

The remaining in sample gaps are modest. The value spread mean is 0.4 percentage points
below the paper and the momentum factor mean is 0.4 percentage points below the paper. Those
gaps are consistent with sample-vintage differences. The benchmark proxy separately limits exact
alpha comparability.

4.2 Out of Sample

Table 2: Out of sample extension from August 2011 to December 2024
Value P3-P1 Value Factor Mom P3-P1 Mom Factor Combo P3-P1 Combo Factor

Mean (%) -6.9 -4.0 4.0 3.0 -1.5 -0.5
t statistic -2.21 -1.35 1.16 0.98 -0.90 -0.34
Sharpe -0.60 -0.37 0.32 0.27 -0.25 -0.09
Alpha (%) -5.7 -3.8 5.1 4.9 -0.3 0.5

The out of sample extension uses 161 monthly observations and an average of 536 stocks per month.

The out of sample result is much weaker. Value reverses sharply. Momentum stays positive but
loses significance. The combination no longer delivers a positive average return. The benchmark-
residualized value-momentum correlation remains negative at -0.52, so the diversification channel
survives even though the return premia do not. The paper’s in sample claim therefore holds, but
it does not extend cleanly into the post 2011 U.S. sample.

3


