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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-
6261.2009.01501.x.

1 Target and method

The target is Table II, which sorts quarterly earnings announcements independently each calendar
quarter by forecast error and by the number of same-day announcements.

Earnings surprises come from I/B/E/S. The actual is the adjusted I/B/E/S actual, and the
forecast is the most recent one- or two-quarter-ahead forecast from each analyst issued within 60
days of the announcement. Event dates take the earlier of the matched I/B/E/S and Compustat
announcement dates (comp.fundq), and unmatched Compustat announcements remain in the
daily count of competing announcements. Forecast error is scaled by the split-adjusted CRSP
price at the corresponding quarter end, while the paper’s $1 screen uses the raw price.

Abnormal returns are measured against a size and book-to-market benchmark. Each event
is matched to one of the Kenneth French daily 25 size/book-to-market portfolios. Independent
NYSE-breakpoint quintiles come from June market capitalization and from prior-year book equity
divided by prior-December market equity, and each assignment applies from July through the
following June. CAR[0,1] and CAR[2,61] subtract the buy-and-hold matched-portfolio return from
the buy-and-hold firm return over the corresponding trading-day window, using the CRSP daily
stock file (crsp.dsf).

2 In-sample results

Both headline economic patterns reproduce. The final 1995–2004 sample has 90,112 firm-quarter
observations, 80% of the paper’s reported 112,839.

1



Table 1: Table II headline spreads

Statistic Paper Replication Replication t

CAR[0,1], NRANK 1 7.02% 6.96% 12.84
CAR[0,1], NRANK 10 5.81% 5.44% 7.51
CAR[0,1], difference 10–1 -1.21% -1.52% -1.68
CAR[2,61], NRANK 1 2.66% 2.45% 1.31
CAR[2,61], NRANK 10 7.18% 6.01% 2.56
CAR[2,61], difference 10–1 4.52% 3.57% 1.19

The immediate reaction is weaker on high-news days, and post-announcement drift is eco-
nomically larger on high-news days. The latter cross-NRANK difference is less precisely estimated
than in the paper.

3 Out-of-sample results

The identical method applied to 2005–2024 yields 150,461 observations. The immediate distraction
effect persists. The CAR[0,1] spread falls from 9.66% on low-news days to 7.61% on high-news
days, a difference of −2.04% (t = −2.89). The drift spread instead falls from 1.81% to 0.77%, a
difference of −1.04% (t = −0.43). The out-of-sample result is therefore weakened. Immediate
underreaction persists, while differential delayed correction does not.
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