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This report was generated autonomously by an Al 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.1540-6261.2008.01379.x.

1 Summary

Cohen and Frazzini ask whether the stock returns of a firm’s principal customers predict the firm’s
own subsequent returns. The replication targets Table III, Panel A, which sorts suppliers into
quintiles on the equal-weighted prior-month return of their customers and value weights supplier
returns.

The replication qualitatively reproduces the paper’s headline result. Built from the authors’
published customer-supplier links, the value-weighted long-short portfolio earns a monthly excess
return of 1.371% (t = 3.36), a three-factor alpha of 1.369% (t = 3.05), and a four-factor alpha of
1.188% (t = 2.68). The paper reports 1.578%, 1.555%, and 1.376%, respectively.

2 Data and Method

The in-sample construction draws on the authors” U.S. Customer Supplier Links workbook, CRSP
monthly stock returns and historical security headers (crsp.msf and crsp.msenames), and monthly
Fama-French factors. Each annual customer relation becomes active six months after fiscal year-end
and expires after 12 months. The resulting sample has 26,338 unique supplier-customer-fiscal-year
links.

For every supplier, the signal is the equal-weighted return of active principal customers in the
immediately preceding calendar month. Suppliers must be CRSP common shares on NYSE, AMEX,
or NASDAQ and have a price above $5 at formation. Portfolio weights are prior-month market
equity. The zero-cost return is Q5 minus Q1 and is not reduced by the risk-free rate. The final
in-sample panel has 72,973 stock-months and all 288 months from January 1981 through December
2004. Factor regressions use HC1 heteroskedasticity-robust standard errors.



3 In-Sample Results

Table 1: Table III Panel A: Value-Weighted Portfolios

Statistic Source Q1 Q2 Q3 Q4 Q5 L/S
Excess return Paper -0.596 -0.157 0.125 0.313 0.982 1.578
Excess return Replication -0.526 -0.004 0.083 0.733 0.844 1.371
Three-factor alpha Paper -1.062 -0.796 -0.541 -0.227 0.493 1.555
Three-factor alpha Replication -1.030 -0.552 -0.544 0.117 0.340 1.369
Four-factor alpha  Paper -0.821 -0.741 -0.488 -0.193 0.556 1.376
Four-factor alpha  Replication -0.818 -0.533 -0.455 0.118 0.370 1.188
Three-factor ¢ Paper -3.78 361 -215 -087 198 3.60
Three-factor ¢ Replication  -3.53 -246 -1.89 0.40 111  3.05
Four-factor ¢ Paper -293 328 -189 072 199 313
Four-factor ¢ Replication  -2.74 -229  -1.55 038 1.21  2.68

The main spread matches the paper in direction and statistical significance. The portfolio
pattern also rises from a negative low-customer-return portfolio to a positive high-customer-return
portfolio. The Q4 alphas are positive rather than negative, so the cell-by-cell match is not exact.

4 Out-of-Sample Test

The same design runs over January 2005 through December 2024. The authors” hand-cleaned
link file ends in 2005, so the extension identifies links from current Compustat segment customer
disclosures, date-valid CRSP/Compustat merged supplier links, the paper’s nonmissing book-
and market-equity requirement, and conservative customer identification. Customer names are
mapped through the authors” historical crosswalk where possible and otherwise must match a
unique historical CRSP name exactly. No fuzzy matches are accepted.

The out-of-sample sample has 38,875 supplier-customer-fiscal-year links, 100,822 stock-months,
and 240 months. The long-short excess return is 0.092% (t = 0.34), the three-factor alpha is 0.149%
(t = 0.53), and the four-factor alpha is 0.152% (t = 0.50). The signs remain positive but significance
does not persist, so the out-of-sample result is weakened. The conservative post-2004 customer
mapping has lower coverage than hand matching and may attenuate the out-of-sample signal.
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