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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:10.1016/].jfineco.2005.05.008.

1 Summary

1.1 The Paper

Conventional tests of stock return predictability overreject when the predictor is persistent and
its innovations correlate with returns. Campbell and Yogo derive a refined Bonferroni Q test that
corrects the problem. They apply it to U.S. returns with valuation and interest rate predictors
through 2002 and find predictive power for earnings-price, the short rate, and the yield spread.

1.2 Replication Findings

All 28 Table 5 rows match at displayed precision. The authors” own series and finite-sample
lookup matrices reproduce the scaled coefficients, conventional ¢ statistics, refined Bonferroni ¢
intervals, refined Q intervals, and every sample count. The supporting Table 4 persistence statis-
tics also match. A pure 2003-2022 extension weakens the result. Predictor signs broadly persist,
but only the annual dividend-price and annual short-rate Q intervals exclude zero. That extension
rests on only 20 annual observations and substitutes a public proxy for the dated one-month rate.

2 Data

The in-sample analysis uses the authors” public workbook. It holds annual S&P 500 observations
for 1880-2002 and CRSP NYSE/AMEX value-weighted annual, quarterly, and monthly observa-
tions for 1926-2002. The samples contain 123 S&P annual and 77, 305, and 913 CRSP annual,
quarterly, and monthly observations. The variables are excess log return, log dividend-price, log
ten-year smoothed earnings-price, the three-month T-bill rate, and Moody’s Aaa yield minus the



one-month T-bill rate. The authors” program archive supplies the GAUSS source and the finite-
sample lookup matrices. No firm identifiers, merges, or stock-level filters apply, since each obser-
vation is a market index time series.

The 20032022 extension draws on the Goyal-Welch predictor data and Robert Shiller’s stock
market data. Paired CRSP total and ex-dividend returns identify dividends and the index price.
Quarterly real earnings are assigned to each month of their quarter before ten-year smoothing.
The extension contains 20 annual, 80 quarterly, and 240 monthly observations.

3 Methodology

For each predictor the regression is
re = o+ Bxr_1 + Up.

The scaled estimate is p = (0, / (fu)E. BIC selects the predictor AR lag using maxima 4, 6, and 8
by frequency. The implementation computes DF and DF-GLS persistence statistics, the residual
correlation §, and the Appendix A long-run-variance correction. It then selects lower and upper
persistence confidence levels from the authors’ § grid and inverts the conditional  and Q tests into
90 percent refined Bonferroni intervals.

Key differences from the paper. The in-sample analysis introduces no data or specification dif-
ferences. Python replaces GAUSS while reading the same input series and lookup matrices. The
out-of-sample yield spread uses the annualized dated monthly risk-free return, because the exten-
sion does not contain the exact one-month yield the authors used.

4 Results

4.1 Table 5 full-sample results

Table 1: Selected full-sample Table 5 results

Frequency Predictor N Paperg Repl. B Papert Repl. t Paper Q CI Repl. Q CI

Annual  CRSPe-p 77 0169 0169 2770 2770  [0.042,0277]  [0.042,0.277]
Quarterly CRSPe-p 305 0049 0049 2908 2908 [0.010,0.066]  [0.010,0.066]
Monthly ~ CRSPep 913 0014 0014 2662 2662 [0.002,0.018]  [0.002,0.018]
Annual ~ CRSPd-p 77 0125 0125 2534 2534  [0.014,0.188]  [0.014,0.188]
Quarterly CRSPd-p 305 0034 0034 2060 2060 [—0.009,0.044] [—0.009,0.044]
Monthly ~ CRSPd-p 913 0009 0009 1706 1706 [—0.005,0.010] [—0.005,0.010]

Replication ¢ statistics equal the paper values shown. Conventional homoskedastic OLS standard
errors. Fixed effects and stock counts do not apply to index time series.

The earnings-price ratio rejects at all three frequencies. Dividend-price rejects only annually under
the refined Q test. The replication matches the coefficients, t statistics, intervals, and significance
decisions exactly.



4.2 Table 5 interest-rate results

Table 2: Selected 1952-2002 interest-rate results

Frequency Predictor N Paper Repl.p Papert Repl. t Paper Q CI Repl. Q CI
Annual r3 51 -0.095  -0.095 -1.143 -1.143  [-0.231,0.042] [—0.231,0.042]
Quarterly 13 204 -0.042  -0.042 -1766 -1766 [—0.084,—0.004] [—0.084, —0.004]
Monthly 3 612 -0.017  -0.017  -2431 -2431 [-0.030,—0.006] [—0.030, —0.006]
Annual Yield spread 51 0.136 0.136 1.124 1124  [-0.075,0.359] [—0.075,0.359]
Quarterly  Yield spread 204 0.090 0.090 1.991 1.991 [0.006, 0.158] [0.006,0.158]
Monthly Yield spread 612 0.047 0.047 2.963 2.963 [0.020,0.072] [0.020,0.072]

Replication ¢ statistics equal the paper values shown. Conventional homoskedastic OLS standard
errors. Fixed effects and stock counts do not apply to index time series.

Quarterly and monthly short-rate and yield-spread intervals exclude zero. Annual intervals in-
clude zero. Every result reproduces at three decimals.

4.3 Out-of-sample results

Table 3: Pure 2003-2022 extension

Frequency Predictor N B (t) Qa
Annual d-p 20 0.416 (1.893) (0.088,1.169]
Annual e-p 20 0.271(1.430)  [—0.095,0.739]
Annual r3 20 -0.248(-1.298)  [—0.748, —0.104]
Quarterly  e-p 80  0.054(1.194) [-0.057,0.115]
Monthly e-p 240  0.013(1.003)  [-0.019,0.029]
Monthly r3 240 -0.011(-1.545)  [—0.021,0.002]

Conventional homoskedastic OLS standard errors. Fixed effects and stock counts do not apply.

The valuation-ratio signs remain positive and the short-rate signs remain negative, but the broad
in-sample rejection pattern does not survive. Only the annual dividend-price and annual short-
rate intervals exclude zero. The out-of-sample evidence therefore weakens rather than confirms
the published pattern.



