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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-
6261.2004.00665.x.

1 Summary

1.1 The Paper

Cooper, Gutierrez, and Hameed ask whether momentum profits depend on the state of the mar-
ket. They sort NYSE and AMEX stocks into six-month winner and loser deciles, skip one month,
and measure profits over later holding windows. Their central Table I result is that short-run
momentum is strong after three-year UP markets and absent after DOWN markets.

1.2 Replication Findings

The asymmetry at the center of the paper reproduces. On the paper’s own sample of 674 UP
and 124 DOWN formation months, the Table I 6/6 months 1–6 column gives a raw mean profit
of 1.02% per month after UP markets with HAC t = 8.23 (paper: 0.93%, 8.41) and −0.18% after
DOWN markets with t = −0.31 (paper: −0.37%, −0.65). Every sign and every 5% significance
verdict in the table is reproduced, including the paper’s null results. DOWN-market momentum
is indistinguishable from zero in all three profit series, and the Fama–French equality test is the
one Panel C row that fails to reject. Levels run about 8–10% above the paper on the three UP rows.
This is a qualitative key-result replication of one column, not a reconstruction of the full paper.

2 Data

Returns and prices come from the CRSP monthly stock file (crsp.msf), share and exchange codes
from the CRSP monthly name history (crsp.msenames), the value-weighted market return from
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the CRSP monthly index file (crsp.msi), and the market, size, and value factors from the Fama–
French monthly factor series, which begins in 1926. The universe is NYSE and AMEX common
stocks, share codes 10 and 11 and exchange codes 1 and 2. Every input the target needs is available
in these sources, and no variable is proxied.

3 Methodology

At the end of each month t, eligible stocks are sorted into deciles on the six-month return over
t − 6 to t − 1. Stocks priced below $1 at the end of the formation period are excluded, month t
is skipped, and the winner-minus-loser decile spread is held over t + 1 to t + 6. Both screens are
formation-time screens. A stock that was in the decile at formation stays in the portfolio for all
six holding months regardless of what happens to its price or listing afterwards. The state of the
market is UP when the cumulative CRSP value-weighted index return over the 36 months ending
at t is non-negative.

For the CAPM and Fama–French rows, factor loadings are estimated separately for each holding-
period month k (equation (1)). The adjusted profit removes fitted factor exposure but keeps the
intercept, so its mean is the alpha. The six monthly profits are summed into a CAR (equation (2))
and divided by six. State means come from regressing the CAR series on UP and DOWN dummies
without an intercept, and the equality test from regressing it on an intercept and an UP dummy,
with Newey–West HAC standard errors using five lags.

Sample boundary. A formation month is kept only when all of its holding months lie inside
the return data. That rule is what the paper’s own counts imply, since its Table I reports N = 798,
792 and 744 for the 1–6, 1–12 and 13–60 columns, i.e. 804 minus 6, 12 and 60. The paper’s returns
stop in 1995:12, so the last usable formation month for the 1–6 column is 1995:06. Building to that
boundary reproduces the paper’s 674 UP and 124 DOWN months exactly.

Scope. The replication covers the Table I 6/6 months 1–6 column only. It leaves aside the
1–12 and 13–60 columns, the macroeconomic two-way sorts of Tables II and III, the continuous
market-state regressions of Table V, and the recursive forecasting exercise of Table VI.
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4 Results

Table 1: Table I, 6/6 strategy, holding months 1 to 6. Formation months 1929:01–1995:06.
Replication Paper

Mean / Alpha t Mean / Alpha t

UP raw 1.02 8.23 0.93 8.41
DOWN raw -0.18 -0.31 -0.37 -0.65
UP-DOWN raw 1.20 2.01 – 2.26

UP CAPM 1.21 9.56 1.12 9.84
DOWN CAPM 0.14 0.27 0.01 0.03
UP-DOWN CAPM 1.07 2.07 – 2.22

UP FF3 1.39 10.74 1.28 10.80
DOWN FF3 0.88 1.91 0.64 1.44
UP-DOWN FF3 0.50 1.06 – 1.40

N UP / DOWN 674 / 124 674 / 124

Monthly percent. Paper columns are copied from Cooper, Gutierrez and Hameed (2004), Table I; its Panel C prints
only t-statistics, hence the dashes. HAC standard errors use 5 lags for the overlapping six-month CAR.

The asymmetry that is the paper’s point reproduces cleanly. Momentum after UP markets is large
and highly significant in all three profit series, and nothing after DOWN markets is distinguishable
from zero in any of them. The Panel C equality tests reject for the raw and CAPM profits and fail
to reject for Fama–French, exactly as in the paper. The residual gap is one of level rather than
inference. The UP rows sit 8–10% above the published values, plausibly because of CRSP vintage
differences over a sample beginning in 1929 and because the paper describes its formation window
as “t − 5 to t − 1”, which spans five months and conflicts with its own worked example.

5 Out-of-Sample Test

Table 2: Same specification, formation months 1996:01–2024:06 (N = 287 UP, 55 DOWN).
Raw CAPM FF3

Profit t Alpha t Alpha t

UP markets 1.18 4.80 1.48 6.21 1.49 6.34
DOWN markets -1.66 -1.12 -1.10 -0.80 -0.85 -0.63
UP-DOWN 2.84 1.90 2.58 1.88 2.34 1.73

The paper’s claim survives on the 28.5 years after its sample ends. Momentum is large and highly
significant after UP markets and statistically absent after DOWN markets in all three profit series.
The UP–DOWN equality tests fall just short of the 5% level for the raw and CAPM profits, which is
unsurprising given that all 55 post-1995 DOWN formation months fall in 2001–2004 and 2008–2010
and that the DOWN panel is dominated by the 2008–2009 momentum crash. The Fama–French
equality test is in fact stronger out of sample (1.73) than in the paper (1.40).
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