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This report was generated autonomously by an Al replication pipeline for the “Does Empirical Finance Repli-
cate?” 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.2005.05.012.

1 Summary

1.1 The Paper

Lewellen and Nagel ask whether time varying market betas explain the value and momentum anoma-
lies, and they conclude that betas do not. They form value weighted NYSE and Amex portfolios from
CRSP and Compustat over July 1964 through June 2001, then estimate CAPM intercepts within short
windows using daily, weekly, or monthly returns together with Dimson market return lags. Average
conditional alphas remain large and significant for value minus growth and winner minus loser. The
conditional CAPM therefore performs nearly as poorly as the unconditional CAPM.

1.2 Replication Findings

The replication preserves the headline result. Value minus growth conditional alphas range from 0.414
to 0.457 percent monthly, with t statistics from 2.55 to 3.00. Winner minus loser alphas range from 1.104
to 1.702, with t statistics from 4.10 to 6.48. The estimation uses the same 148 quarters, 74 half years, and
37 annual windows as the paper. Extending the test through December 2024 weakens the value result to
insignificant alphas between 0.086 and 0.129 percent. Momentum stays positive in every estimator and
significant in three of four specifications.

2 Data

The replication draws on the sources the paper names. Stock returns come from the CRSP daily and
monthly stock files (crsp.dsf, crsp.msf), market returns from the CRSP daily and monthly index files



(crsp.dsi, crsp.msi), book equity from Compustat annual fundamentals (comp.funda), and the risk free
rate from the one month Treasury bill return. Date valid CRSP name records restrict the universe to share
codes 10 and 11 on the NYSE and Amex. The CRSP/Compustat merged link table maps Compustat
gvkey to CRSP permno. Book equity equals common equity plus deferred taxes.

The in sample aggregate panel contains 9,317 trading days and 444 months from July 1964 through
June 2001, and it represents 6,883 distinct securities across the size, book to market, and momentum
constructions. The extension contains 5,912 trading days and 282 months through December 2024. No
data substitution is required.

Monthly returns include CRSP delisting returns. Daily returns use dsf .RET. The article does not state a
distinct daily delisting convention, so this remains a minor limitation.

3 Methodology

Each portfolio regression is

Rip — Rfp = ig+ Y Bivwj(Rai—j — Rpi—j) + €,
j

where w indexes a quarter, half year, or year. Daily regressions use the current market return, lag one,
and the average of lags two through four. Weekly regressions use the current return and two nonover-
lapping weekly lags. Monthly regressions use the current return and one lag. The reported conditional
alpha is the mean of «;,, and its standard error is the time series standard deviation of the window
estimates divided by the square root of the number of windows.

The June size and book to market sort intersects NYSE quintiles. Book equity from calendar fiscal year
t —1is divided by December t — 1 market equity for the June t formation, and membership remains fixed
from July through June. Daily weights use lagged daily market equity. Momentum sorts eligible stocks
each month on returns from t — 6 through t — 1 and averages six active holding cohorts. Weekly returns
compound each raw leg and the risk free return separately, and long short weekly returns difference the
compounded legs.

Key differences from the paper. The article does not specify momentum tie handling or a separate
daily delisting convention. The replication ranks eligible observations with deterministic tie breaking
and does not add daily DLRET. These choices can affect the Loser leg and help explain the higher recon-
structed momentum alpha.



4 Results

4.1 Table 3 Conditional Alphas

Strategy Method Replication Replicationt Paper Paper SE
V-G Quarterly 0.439 3.00 0.50 0.14
V-G Semiannual 1 0.415 2.64 0.47 0.15
V-G Semiannual 2 0.414 2.55 0.48 0.16
V-G Annual 0.457 3.00 0.53 0.14
W-L Quarterly 1.590 6.35 1.33 0.26
W-L Semiannual 1 1.313 5.46 0.99 0.25
W-L Semiannual 2 1.702 6.48 1.37 0.27
W-L Annual 1.104 4.10 0.77 0.29

Table 1: Average conditional alphas in percent per month. Replication t statistics use the time series
variability of window intercepts. The paper prints standard errors rather than cell level t statistics.
There are 148 quarterly, 74 semiannual, and 37 annual windows. There are no fixed effects or clusters.
The portfolio construction represents 6,883 distinct securities.

All four V-G estimates have the paper’s positive sign and remain significant. They are 8 to 14 basis
points below the paper. The monthly unconditional alpha is 0.54 against the paper’s 0.59, so the condi-
tional and unconditional estimates remain close. All W-L estimates are positive and significant. They
exceed the paper because the reconstructed Loser portfolio has a more negative return. The monthly un-
conditional W-L alpha is 1.29 against the paper’s 1.01. The central conclusion survives in every target
cell.

4.2 Out of Sample Extension

Strategy  Method OOS estimate  OOS t
V-G Quarterly 0.108 0.45
V-G Semiannual 1 0.129 0.47
V-G Semiannual 2 0.104 0.34
V-G Annual 0.086 0.32
W-L Quarterly 1.363 3.59
W-L Semiannual 1 0.944 2.48
W-L Semiannual 2 1.095 2.86
W-L Annual 1.118 1.93

Table 2: Out of sample average conditional alphas in percent per month from July 2001 through Decem-
ber 2024. There are 94 quarterly, 47 semiannual, and 24 annual windows. Inference matches Table 3.

The value alpha loses economic magnitude and statistical significance after 2001. Momentum remains
economically large and significant in the quarterly and semiannual estimators, while the annual estimate
is marginal. The extension therefore weakens the paper’s joint value and momentum result rather than
reversing it.



