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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/hhl024.

1 Summary

1.1 The Paper

Chen, Goldstein and Jiang ask whether corporate managers learn private information from their
own firms’ stock prices. They measure the private-information content of price two ways, price
nonsynchronicity (1 − R2) and the probability of informed trading (PIN), and test whether invest-
ment responds more strongly to Tobin’s Q when prices carry more private information. Their
panel is an unbalanced set of Compustat firms from 1981 to 2001 merged with CRSP, TAQ and
other sources. They regress investment on Q and on its interaction with each information mea-
sure, with firm and year fixed effects. Both interactions are significantly positive, supporting the
hypothesis that managers extract new information from prices and act on it.

1.2 Replication Findings

The headline result replicates. Every (1 − R2) · Q interaction in Table 2 columns 1, 4 and 7 is posi-
tive and significant, matching the paper, with the 1 − R2 measure built from CRSP daily data and
the investment panel built from Compustat. For the default investment measure CAPXRND the
estimate is 2.56 (t = 9.3) against the paper’s 3.13 (t = 11.2), and the summary statistics reproduce
Table 1 closely. The PIN columns fall outside the replicated target because PIN requires per-firm-
year maximum-likelihood estimation on TAQ tick data. Out of sample over 2002–2024 the result
weakens. It holds for CAPXRND (1.20, t = 6.3) and CHGASSET (8.58, t = 11.6), while CAPX
reverses to a small negative.
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2 Data

Stock returns, market value of equity and historical SIC codes come from the CRSP daily and
monthly stock files and the CRSP name history (crsp.dsf, crsp.dsi, crsp.msf, crsp.msenames).
Investment, assets, book equity and cash-flow inputs come from Compustat annual fundamentals
(comp.funda). The CRSP/Compustat Merged link table (crsp.ccmxpf lnkhist) joins the two on
PERMNO-GVKEY, keeping primary links of type LU and LC within the link date window.

The sample is an unbalanced panel of Compustat industrial firms over fiscal years 1981–2001.
It excludes financials (SIC 6000–6999) and the paper’s literal SIC code 4200, firm-years with book
equity below $10 million, and firm-years with fewer than 30 trading days. The constructed panel
holds 62,989 firm-years and 8,991 firms, and the fixed-effects estimation retains 61,608 observa-
tions against the paper’s 64,782. The paper additionally draws on TAQ for PIN, Thomson TFN
for insider trading, Zacks for analyst coverage and Spectrum for institutional holdings. None of
these enter the price-nonsynchronicity result reported here, and PIN is not computed.

3 Methodology

The dependent variables are CAPXRND = (capx + xrd)/At−1 × 100, CAPX = capx/At−1 × 100,
and CHGASSET = (At − At−1)/At−1 × 100, where At−1 is beginning-of-year book assets. Tobin’s
Q = (ME+ A − ceq)/A uses CRSP market equity at the fiscal year end. Price nonsynchronicity is
1 − R2 from a regression of the firm’s daily returns within the year on a constant, the CRSP value-
weighted market return, and the value-weighted three-digit-SIC industry return, and it requires
at least 30 daily observations.

The estimating equation is

Iit = αt + ηi + β1Qit−1 + β2 (1 − R2
it−1 − m) · Qit−1 + θ (1 − R2

it−1) + ε it,

with firm fixed effects ηi, year fixed effects αt, and standard errors clustered by firm. The inter-
action multiplier is demeaned by its sample median m, so β1 gives the sensitivity at the median
firm. Columns 1, 4 and 7 include no other controls, and all unbounded variables are winsorized
at the 1st and 99th percentiles.

Scope and remaining differences. The PIN-based columns lie outside the assigned target be-
cause estimating PIN requires TAQ tick data and firm-year maximum likelihood. Within the tar-
get columns, the paper leaves industry-portfolio weighting and focal-stock inclusion unspecified.
The inclusive value-weighted construction is retained because its 1 − R2 distribution matches Ta-
ble 1 closely, whereas a leave-one-out diagnostic does not. The estimation sample is five percent
smaller than the paper’s, consistent with database-vintage and link-coverage differences. These
limitations do not alter the qualitative conclusion.

4 Results

4.1 Table 2: investment-price sensitivity and price nonsynchronicity

Table 1 reports the replication beside the paper for the three investment measures. The interaction
(1−R2) ·Q is positive and significant in every column, the paper’s central finding. For CAPXRND
the replicated coefficient is 2.56 with a t-statistic of 9.3, against 3.13 (t = 11.2) in the paper. For
CHGASSET the replication gives 16.41 (t = 13.3) versus 14.79. CAPX is the weakest match at
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1.00 (t = 4.6) versus 1.42 but keeps the sign and significance. The Q main effect is positive and
highly significant throughout (3.12, 2.02, 17.57 against 3.52, 2.20, 20.26). The 1 − R2 level effect is
negative and significant in both, confirming that more nonsynchronous prices raise investment-
price sensitivity while reducing the unconditional level of investment. The residual magnitude
gaps trace to the unspecified industry-index weighting and the smaller sample rather than to any
difference in mechanism.

Table 1: Investment-price sensitivity and price nonsynchronicity (Table 2, cols 1, 4, 7). Coefficients
with t-statistics in parentheses. Firm and year fixed effects; standard errors clustered by firm.

CAPXRND (1) CAPX (4) CHGASSET (7)

Repl. Paper Repl. Paper Repl. Paper

Q 3.12 (34.3) 3.52 2.02 (30.8) 2.20 17.57 (41.3) 20.26
(1 − R2) · Q 2.56 (9.3) 3.13 1.00 (4.6) 1.42 16.41 (13.3) 14.79
1 − R2 level −4.15 (−6.8) −7.20 −2.96 (−5.7) −5.62 −15.74 (−6.6) −23.09

N (repl.) 61,608 61,608 61,608
N (paper) 64,782 64,782 64,782
Firms in constructed panel 8,991

4.2 Out-of-sample test, 2002–2024

Re-estimating the identical specification on fiscal years 2002–2024 (60,495 regression observations
and 7,282 firms in the constructed panel) tests whether the learning channel survives beyond the
original window. Table 2 shows the comparison. The result holds for the paper’s default measure
CAPXRND at 1.20 (t = 6.3) and for CHGASSET at 8.58 (t = 11.6), both positive and significant
though attenuated. CAPX reverses to a small negative, −0.22 (t = −2.1). The Q main effect stays
positive and highly significant. Average price nonsynchronicity fell from 0.83 to 0.69 across the
two windows and the 1 − R2 level effect lost significance, evidence of a structural decline in firm-
specific return variation after 2001 that damps the interaction. The economic relation, stronger
investment-price sensitivity where prices are more informative, remains directionally intact for
the headline measure but is no longer uniform across all three investment definitions.

Table 2: Out-of-sample (1 − R2) · Q, in-sample versus 2002–2024. Firm and year fixed effects;
standard errors clustered by firm.

(1 − R2) · Q In-sample 1981–2001 OOS 2002–2024

CAPXRND (default) 2.56 (9.3) 1.20 (6.3)
CAPX 1.00 (4.6) −0.22 (−2.1)
CHGASSET 16.41 (13.3) 8.58 (11.6)

N 61,608 60,495
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