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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:10.1093/rfs/hhg040.

1 Summary

1.1 The Paper

Bennett, Sias and Starks ask how institutional investors’ demand for stock characteristics evolved
as institutions grew to dominate U.S. equity markets. They take quarterly 13F holdings from CDA
Spectrum and share characteristics from CRSP over 1983 to 1997, regress standardized fractional
institutional ownership on nine standardized characteristics quarter by quarter, and track the 60
standardized coefficients. Institutions always prefer large, liquid, dividend-paying stocks, but
their preference for size falls across the sample while their preference for risk rises. Institutions
move toward smaller, riskier securities, the “greener pastures” of the title, and that shift helps
explain rising idiosyncratic risk and liquidity in small stocks.

1.2 Replication Findings

The headline replicates. The panel comes from Thomson 13F holdings and CRSP, with monthly
volume converted from hundreds of shares and industries assigned by the Fama–French 49-
industry SIC map. The Table 2 ownership correlations retain the paper’s pattern. In Table 3, size
preference falls (Wilcoxon z = −2.54), return-standard-deviation preference rises (z = +4.21),
firm-specific-risk preference rises (z = +1.58), price preference rises (z = +6.30), and turnover
preference falls (z = −1.18). Average R2 is 54.55% versus 51.05%. Out of sample, over 1998
to 2015, the size shift persists strongly, but the two risk-preference measures decline in the later
subperiod.
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2 Data

The paper combines CDA Spectrum 13F institutional holdings (1983Q1 to 1997Q4, five institution
types) with CRSP monthly and daily data. The replication substitutes Thomson 13F (tfn.s34), the
WRDS successor to CDA Spectrum, so the dependent variable keeps its original source. Thomson
supplies several duplicate vintages per year and some yearly slices omit the typecode field, so
we take exactly one typecode-bearing extract per year, deduplicate amended filings by manager,
stock and report date, sum shares per stock and per type, and divide by CRSP shares outstanding.
The 13F CUSIP maps to a CRSP permno through msenames NCUSIP with date overlap, a 93.6%
match.

CRSP monthly data (crsp.msf, crsp.msenames) supply size, price, turnover, dividend
yield, age, beta, return standard deviation, and the lag six-month return. Monthly turnover is
VOL/(10*SHROUT) because CRSP monthly volume is in hundreds of shares and shares outstanding
is in thousands. Dividend yield uses the exact identity (1+RET)/(1+RETX)-1. The NYSE/AMEX
common-share value-weighted market index is built from msf. CRSP daily data supply firm-
specific risk, with industries assigned by the public Fama–French 49-industry SIC map. The final
complete in-sample panel holds 294,358 firm-quarters across 60 quarters, with 4,153 to 5,763 firms
per quarter against the paper’s 4,345 to 6,779. The time-series mean quarterly turnover is 6.61%,
close to the paper’s 6.50%.

3 Methodology

The dependent variable is fractional institutional ownership,

IOi,t =
∑m sharesi,m,t

shrouti,t × 1000
,

the sum of 13F-reported shares across all managers m divided by CRSP shares outstanding. Each
quarter we standardize the ownership measure and each of the nine characteristics to mean zero
and unit variance, then estimate by ordinary least squares with White (1980) heteroskedasticity-
consistent standard errors. The standardized coefficient equals bjsj/sy, which is scale-free and
so comparable across quarters. For each characteristic we report the time-series mean of the 60
quarterly coefficients, the fraction positive and the fraction of positives significant at five percent,
and the same for negatives. Splitting the sample at 1990Q2 gives two subperiods, and a Wilcoxon
rank-sum statistic tests the equality of their coefficient distributions.

Key differences from the paper. The holdings come from the modern Thomson S34 successor to
CDA Spectrum, and the CRSP vintage is newer. The NYSE/AMEX market index and the Dimson
beta are built from CRSP security-level data. These vintage and construction differences can shift
partial coefficients, though they leave the stated target and sample period unchanged.

4 Results

4.1 Levels and trends of institutional preferences (Table 3)

Table 1 reports the time-series mean standardized coefficients and subperiod Wilcoxon z statistics
beside the paper’s. The size, firm-specific-risk, turnover, and lag-return level coefficients are close;
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return standard deviation is near zero rather than positive. The average R2 is 54.55% against
51.05%.

The subperiod tests carry the paper’s central message. Return-standard-deviation preference
rises (z = +4.21), size preference falls (z = −2.54), firm-specific-risk preference rises (z = +1.58),
price preference rises (z = +6.30), and turnover preference falls (z = −1.18). The dividend-yield
decline is much weaker than in the paper.

Table 1: Table 3 standardized coefficients and subperiod trend tests: replication versus paper.
Coefficients are time-series means of 60 quarterly standardized cross-sectional regressions of frac-
tional institutional ownership on the nine characteristics. The z columns are Wilcoxon rank-sum
tests of the 1983Q1–1990Q2 versus 1990Q3–1997Q4 subperiods, signed so positive means a rising
preference.

Mean coefficient Subperiod z

Characteristic Paper Replication Paper Replication

Beta 0.0372 0.0413 −0.72 +1.12
Std deviation 0.0681 −0.0031 +6.65 +4.21
Firm-specific risk 0.0100 0.0089 +1.77 +1.58
Size 0.4377 0.5024 −5.40 −2.54
Age 0.1012 0.0830 +0.95 −1.70
Dividend yield −0.0920 −0.0437 −4.50 −0.59
Price 0.2912 0.2152 +6.63 +6.30
Turnover 0.1378 0.1394 −2.62 −1.18
Lag return −0.0987 −0.0931 +0.75 +1.91

Average R2 51.05% 54.55%

Standard errors White (1980) heteroskedasticity-consistent. 60 quarters, 1983Q1–1997Q4, 4,153–5,763 firms per quarter.
Variables standardized to mean 0, sd 1 each quarter.

4.2 Out-of-sample

Re-estimating over 1998 to 2015 preserves the size component but not the risk component. The size
coefficient falls from 0.4692 in 1998–2006 to 0.3386 in 2007–2015 (z = −7.17), and price preference
rises (z = +2.77). Return-standard-deviation preference falls (z = −3.15) and firm-specific-risk
preference falls (z = −3.64). The out-of-sample evidence therefore weakens rather than fully
confirms the smaller-and-riskier joint claim.
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